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This material is developed as the basis for class discussion at Prasetiya Mulya Business School. Material is not intended to serve as endorsement, primary data source and management judgment instead of to groom learning activities at Prasetiya Mulya Business School.
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FAST FACTS NYSE:LUV Type: Public On the web: http://www.southwest.com Executive Chairman : Herbert (Herb) D. Kelleher CEO : Gary Kelly Summary Southwest Airlines Co. (Southwest) is a passenger airline that provides scheduled air transportation in the United States. Southwest was incorporated in Texas and commenced Customer Service on June 18, 1971, with three Boeing 737 aircraft serving three Texas cities - Houston, Dallas, and San Antonio. The Company focuses principally on pointto-point service, rather than hub-and-spoke service. Approximately 78% of the Company’s customers fly non stop. Southwest predominantly serves short-haul routes with high frequencies. It complements this service with more medium to long-haul routes, including transcontinental service.



2006 Financial Statistic Net income Total passengers carried Total RPMs: Passenger load factor Total operating revenue: Cities Served by Southwest Number of Flights Southwest Airlines in Baltimore



Fleet – 515 aircrafts B737 $499 million 96.3 million 67.7 billion 73.1 percent $9.1 billion 64 3300 / day



Type 737-300 737-500 737-700



Number 194 25 296



Seats 137 122 137
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FAST FACTS (2007)



Fun Facts • •



• • • •



Southwest received 329,200 resumes and hired 4,200 new Employees in 2007. In 2007 Southwest served 64.9 million cans of soda, juices, and water; 11.3 million alcoholic beverages; 6.1 million bags of pretzels; 103.8 million bags of peanuts; 14 million snackpacks; and 32 million other snacks. Southwest consumed 1.5 billion gallons of jet fuel in 2007. In 2007, Southwest moved 223 million pounds of cargo. The shortest daily Southwest flight is between Ft. Myers (RSW) and Orlando (MCO) (133 miles). The longest daily Southwest flight is between Baltimore (BWI) and San Diego (SAN) (2,295 miles). Southwest has 1,165 married couples. In other words, 2,330 Southwest Employees have spouses who also work for the Company.
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SWA BUSINESS MODEL



Customer • Short haul business traveler • Family who does not want to use car Fly short distance • Average flight last just over an hour • Fly point-to point Low Cost • Concern with keeping cost low to increase profitability rather than market share Communication • Give company immediate access to critical information. • They have power to make adjustment for critical problem quickly • Everyone focuses on customer services. Have Fun • People properly motivated • Productivity of Human
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SWA OPERATING STRATEGY



Minimize Aircraft’s Ground Time • Minimize aircraft’s physical stress • Minimize costly non-revenue producing time Operate single type aircraft –B737 • Predictable maintenance • Interchangeable crew, & spare part • Minimize additional training for pilot. • Speed turnarounds at the gate Use less congested Airports • Avoid disrupting flights & maximize aircraft time in the air Limited services • No in-flight meals • No transfer baggage to other airlines Single Class Seating • Passengers board eagerly • Reduce unnecessary computer software
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Hub & Spoke = Batch Process Point-to-point = Line flow process



SWA POINT TO POINT - DALLAS
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SWA POINT TO POINT – BALTIMORE
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SWA POINT TO POINT - NASHVILLE
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SWA - ALL THE ROUTES
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BWI – BALTIMORE AIRPORT Airlines Revenue Proportion at BWI American



Continental



US Airways



Southwest



US Airways



2 quarters



• Pax share : 28,4% • Declare bankruptcy August 11, 2002



2335 2014



Southwest Airlines
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Outbound onboard pax - BWI Connecting



Originating



7
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87
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Through 10



8



69



72



• Pax share : 34% • >100 flight departure a day – MEGA STATION • Contributed 4,4% to SWA total pax volume • High volume of connecting pax (25%) before 35’ connecting time applied • Today connecting pax 17%.



>100% CAGR of connecting pax 21
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1999



2000



• Eroding Service Quality • Difficult to achieve fast operating turnaround



SWA 110



Bottle-neck Normal Arrival Turnaround :35’ Late Arrival turnaround : 20’



Departure: Schedule 8:40; Estimated 9:05



6 pax



SWA 232 •Baltimore BWI to Buffalo •Being held by Ops Coordinator



Arrival from Nashville : Schedule 08:15 Estimated 8:55



SWA 110



Departure:



•Nashville BNA to Baltimore BWI 33 connecting pax



Schedule 9:25



3 pax



SWA 1819 •Baltimore BWI to Albany



24 pax



Other SWA flights •No problem as long as arrive before 9pm



SWA 110 to Manchester •91 pax originators •20 pax connecting •40 pax from Nashville (directone stop pax)
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INFORMATION FLOW



Local aspect



Local changes done by SOD at HQ & local ops supervisor



Inbound – Outbound flight



Operation Coordinator & supervisor



Southwest Coordination OTIS



System Wide Traffic Flow done in Dallas
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Each Flight turnaround



Operation Agents



1. 2. 3. 4.



Pilot Flight attendance Gate agents Ticket agents



5.



Operation agents



6. 7. 8. 9. 10. 11. 12.



Ramp agent Fuel agents Baggage transfer agents Cargo agents Mechanics Aircraft cleaners Caterers



Maximize speed, productivity, efficiency



Authorization



SWA 110 (OPERATION COORDINATIONS)



Arrival from Nashville : Schedule 08:15 Estimated 8:55



Pilot



SWA 110



•Notification of ‘hot passengers” tight connection



6 pax



•Nashville BNA to Baltimore BWI



Challenge Minimize SWA 232 delay



Departure: Schedule 8:40; Estimated 9:05



SWA 232 •Baltimore BWI to Buffalo •Being held by Ops Coordinator



Bottle-neck
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Gate Agents •Meet ‘hot passengers” at arrival gate •Directed to connecting gates



Ramp Coordinator •Ramp coordinator working with Ops Coordinator & update status •Get 10 “hot bags” expedited to the departure gate



SWA 110 (OPERATION AGENTS)



Refuelling Operator Arrival from Nashville : Schedule 08:15 Estimated 8:55



•Calculate aircraft payload •Fuel document & fuel price monitor



SWA 110



6 pax



•Nashville BNA to Baltimore BWI



Baggage Transfer Agents Challenge



•Preparing ‘hot bags’ fast offloading (Cargo bin Loading Schedule)



15’ turnaround



Ticket / Check-in agents •Numbers of boarding passes issued



Departure: Schedule 8:40; Estimated 9:05



SWA 232 •Baltimore BWI to Buffalo •Being held by Ops Coordinator



Bottle-neck
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Flight Attendance •Crew replacement •6 pax connects to B15 & 3 pax to gate B13 •40 pax to Manchester stayed onboard



TURNING BWI AROUND



Key actions Key issues



Operation Growth



Under-staffed Ops



Improvement Limitation



• • • •



16% pax growth rate Growing number of connecting pax Daily departure growth 19% 7 more additional flights in coming Oct



• 179 short for a staff normally running 500 • Baltimore has a tight labor market • High number inexperience workforces • Some operation aspects were mandated by law. Flight operation, Maintenance & engineering manual (approved by FAA)
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Stabilizing understaffed operation • Shortened long hiring process • Highly dependent on experience manager • Borrow employee from other station. Changing the way they operated • Balancing the work load • Eliminate fix gate assignments Informal suggestion method • Knowledge management & coordination mechanism • No need Dallas approval as long as not affect other station



TALKING POINTS



Southwest Airlines Business Model Flight 110 at Baltimore Airport Case Analysis Takeaways Class Discussion



Southwest Airlines in Baltimore



18



COMPETITIVE ANALYSIS Competitive factor



Order Winners



Southwest Airlines



General Airlines Industry



• • • •



• • • •



Low Fares Sustained Profit DEPENDABILITY - On-Time Departure POINT-TO-POINT MODEL



Higher Fares Falling Profits/ Bankruptcy DEPENDABILITY – Long waiting Time HUB-SPOKE MODEL



Qualifier



• QUALITY – Deliver On Promise • SPEED – Efficient, Fast Turnaround, Short/ No Queues (Lean)



• QUALITY – Reasonable • SPEED – Longer Turn Around, Congestion , Flight Delay



Less Important



• FLEXIBILITY – Limited • ACCESSIBILITY - Website



• FLEXIBILITY – Variety, Wait for late transfer • ACCESSIBILITY – Website



Cost



Flexibility Speed



Southwest Airlines
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Dependability



Quality



Others



PROCESS FLOW – SWA 110



Pax movement Scheduled : 25’



SWA 232



Actual : 10’



•Schedule Departure : 08:40 •Estimated Departure : 09:05



SWA 110



SWA 1819



•Schedule Arrival : 08:15 •Estimated Arrival : 08:55



•Schedule Departure : 09:25



Scheduled : 35’ Actual : 20’



SWA 110 to Manchester •Schedule Departure : 08:50 •Estimated Departure : 09:15



Ground time



Overcoming Bottle-neck • Local Authority to reschedule / realign next process • Closer coordination among parties (agents) • Integrated information for whole process and impacts
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CRITICAL PATH METHOD FOR TURNAROUND



Landing Taxi In



Gate arrival Check-in pax



Aircraft Services Unboard pax



Unload bag



Troubleshoot



Food



Toilet



Water



Fuel



Check



Clean Cabin Board pax



Connecting pax



load bag



Taxi Out



Tower Clearance Take Off
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1. 2. 3. 4.



No baggage transfer Connecting time limited to 35’ Pilot helps check in Flight attendance helps clean



RESOURCE UTILIZATION & MANAGING CAPACITY



SWA 110 Landing Taxi In



Supply-Constrained



Gate arrival Check-in pax



Aircraft Services Unboard pax



Unload bag



Troubleshoot



Food



Toilet



Water



Fuel



Check



Clean Cabin Board pax



load bag



Taxi Out



Ops Coordinator



Connecting pax



Bottleneck (Capacity) Ops Agent



Tower Clearance Take Off



Landing Taxi In



Input Flow Rate



Gate arrival Check-in pax



Aircraft Services Unboard pax



Unload bag



Troubleshoot



Food



Clean Cabin Board pax



Connecting pax



load bag



Toilet



Water



Fuel



Check



Excess Capacity



Taxi Out



Tower Clearance Take Off



SWA 232
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Demand > Supply



Demand



STRATEGIC ISSUES & PROPOSED COURSE OF ACTION



Strategic Issues :



Proposed Course of Action :



y Facility constraints and shortage of



yAllow only single flight reservation (for



employees number affected station



the same trip) for each passenger to



performance & customer’s experience



avoid overbooking and “no-shows” y Re-arrange or balancing the number of highest seniority workers in evening shift y Continue adding new staff for 7 additional flights in October to decrease the number of overtime hours
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INITIATIVE TO DEVELOP OPERATIONAL EXCELLENCES Strategy Map Strategic Theme: Operating Efficiency Profits



Financial Grow Revenues Customer



Fewer planes



Objectives: What the strategy is trying to achieve



Attract & Retain More Customers



On-time Service



Measures: How success or failure (performance) against objectives is monitored



Targets: The level of performance or rate of improvement needed



Initiatives: Key action programs required to achieve targets



Lowest prices



Objectives



Internal Fast ground turnaround



• Fast ground turnaround



Measures



Targets



• On Ground Time • On-Time



• 30 Minutes • 90%



Departure Learning Ground crew alignment
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Initiatives



• Cycle time optimization
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TAKEAWAYS



The key elements of Southwest‘s operating strategy HR HR



Communication to passenger



Focus on process & distribution Operation Excellent



Communication to agents



Culture Building System Integration



Lean Operation



Authority deployment



Cost



Flexibility



Dependability OTIS
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Speed



Quality
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