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ISSUES?



• The airline industry has undergone dramatic 
changes. Fierce competition between full 
service and no-frills carriers is intensifying 
across the world. Full service carriers had to 
adjust to no-frills carriers’ low priced minimal 
service. At the same time, they still offer their 
traditional higher priced premium service. 



• Mobile communication has gained 
importance, especially in mobile contexts such 
as travelling. However, service level 
differentiation in mobile channels is not yet 
widespread. Hence, little is known about: 

– How can the customer base be segmented for 
different mobile service levels?

– Which characteristics qualify mobile services for 
service level differentiation? 

– How can mobile services be designed for service 
level differentiation? 



Service level differentiation

• Service levels are one form of a company’s 
investment in a customer relationship. 
Customers in different segments view service 
quality differently. They can also have 
different needs, desires, perceptions, and 
experiences 



Service level differentiation

• Customer segmentation partitions the customer base 
into homogenous and disjoint customer segments 
Traditional customer segmentation approaches have 
often used geographic or demographic attributes 
such as age, gender, etc. to classify customers. 
Recently, new publications have suggested not 
differentiating customers by demographic factors but 
by more business related attributes such as their 
purchase history or profitability, or by their expected 
lifetime value. 



Service level differentiation
• Platinum customers: most profitable customers, who are 

typically heavy users of the product, who are not overly price 
sensitive and whose commitment to the enterprise is high. 

• Gold customers: The profitability level is lower and the 
commitment is not as high as platinum members, even though 
they are heavy users. 

• Iron customers: These customers provide the volume needed 
to utilize the firm’s capacity but whose spending levels, loyalty 
and profitability are not substantial enough for special 
treatment. 

• Lead customers: Customers that cost the company money. The 
company must minimize this customer segment, either by 
trying to upgrade customers or by disassociating from them. 



Lufthansa (LH)

• LH positions itself as a full-service airline. It aims at 
providing products to customers in the market, 
meeting the specific requirements of each customer 
segment. 

• LH differentiates three product lines which include 
different service levels: first class, business class and 
economy class 

• To increase customer loyalty, as most other airlines, LH 
offers a frequent flyer program called “Miles & More” 
(M&M), in which more than 10 m members receive 
bonus miles for each flight they take with LH (or a 
partner)



Lufthansa (LH)

• LH differentiates three product lines which 
include different service levels: first class, 
business class and economy class. 

• Additionally, within the M&M program customers 
have one of five different statuses (see table 1), 
depending on the customers’ bonus miles 
account balance. These statuses are associated 
with product lines, e.g. a senator status customer 
receives first class service (except for the lounge 
where there’s a senator and a first class lounges) 
even when flying economy class. 





















Services

• Mobile check-in service 

• Flight-related information service

• Arrival/departure information service

• Flight plan service 

• Miles & More balance service

• LH contact information service 

• Price information service



Challenges

• Permission to contact them on mobile

• Dual-bill option

• Twin Card



Flight-related information service

• This service notifies customers about events such 
as gate changes, flight delays or flight 
cancellations. The events are unpredictable and 
create a need for irregularity handling, e.g. 
walking to a different gate. The service is equal 
for status and basic customers. It is not provided 
to non-members. As soon as one of the events 
occurs customers will receive an alert-SMS. They 
need not reply to this SMS. 




