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Abstract

Following relaxation of economic regulation in many aviation markets, the competition
amongst airlines has intensified in recent years. This has resulted in improvements in
airline products, especially in the in-flight services. One of the areas on which airlines
have focused their attention is the provision of personal in-flight entertainment (IFE). In
1998, airlines spent $1.8 billion on IFE. However, the industry is faced with a number of
questions in relation to such levels of investment: Are the investments justified? Does
IFE influence passengersâ€™ choice of airline? Does IFE have a revenue-generating
potential? What does the future hold as far as the IFE services are concerned? This paper
addresses these questions based on a passengers survey and literature review. The
results indicate that while IFE is not amongst the primary factors affecting
passengersâ€™ choice, it contributes greatly to passengersâ€™ satisfaction with airline
services. While provision of IFE can currently act as a differentiating factor, in the future
it will become part of passengersâ€™ expectations. It has also become apparent that,
while IFE has the potential to generate some revenue, it would not be enough to cover
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while IFE has the potential to generate some revenue, it would not be enough to cover
the total costs associated with the installation and running of IFE systems. The impact
of IFE would be felt, indirectly, through increase in passenger loyalty which should have a
positive impact on airline revenues.
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