Eastman’s “Off-The-Wall Comment(s)” © …

As always, it’s “pick and chose, pick and chose”, from the 30 to 35 items that trigger a desire to reflect on, in any given month.  This month included one full week in a “non-computer world” … trekking the eco-preserves of Belize and beach lounging on that countries remote offshore cayes (pronounced “keys”) with my younger son, 31 year-old Jay.  I experienced a full seven days without ever turning on my laptop or seeing an e-mail … traded all that for flooding rivers, Mayan ruins, the fauna and animals of the rain forests, snorkeling among the bright tropical fish, stingrays, eels, and sharks – and lounging on the beach.  Back three days and I’m confronted with OTWC.      

From: InformationWeek BetweenTheLines© July 9, 2002

Review “The Rise of the Creative Class” by Dr. Richard Florida, © 2002

++++++++++
"The deep and enduring changes of our age are not technological but social and cultural. They are thus harder to see, for they result from the gradual accumulation of small, incremental changes in our day-to-day lives. These changes have been building for decades and are only now coming to the fore. ... We are now living through another large-scale economic transformation, the creative transformation. … Its roots can be traced to the 1940s and 1950s--many of its key systems arose in response to the creative limits of the organizational age--and it came to full bloom in the 1980s and 1990s. During this time, we have seen the emergence of new economic systems explicitly designed to foster and harness human creativity, and the emergence of a new social milieu that supports it. And it has given rise to a new dominant class…".

++++++++++
Eastman's "Off-the-Wall Comment(s)" ©  ...    
As I sorted through the lot of clippings that I’d captured this month … this particular item stood out for two reasons.  

First … as one reads the core thought of this piece reflecting on “the rise of the creative class”, it is easy to draw the parallel between the “roots” of the core travel business processes that served the industry from the late 1950’s through the late 1990’s – and the “emergence a new economic system … a new social milieu … “.  Frequent readers of Off-the-Wall Comment(s) will likely see the same parallelism that I often use in attempting to explain the transition taking place in the travel industry between the “supply-driven” electronic process and business structures that have served the airlines since the early 60’s … and the new evolving “demand-driven” society that is being enabled by the hyperarchy of information that now seems to be consuming virtually every aspect of the travel industry.     

Second … Dr. Florida’s opening … ”The deep and enduring changes of our age are not technological but social and cultural. They are thus harder to see, for they result from the gradual accumulation of small, incremental changes in our day-to-day lives.” … reflected a second theme that has prevailed in OTWC’s over the past five or more years -- that it is not technology that is creating or driving the change; rather it is the conflict between new needs and expectations (i.e., “… enduring changes …”) and the installed social and cultural ways that we have always done things in the past.  The result of this conflict is the accumulation of gradual change in our day-to-day lives.  

This latter point was brought home clearly to me last week in Belize.  The trip to Belize was “spur-of-the-moment.”  Jay walked into the office on Wednesday and said “I’m going to Belize on Saturday … want to come along?”  So we went  … no reservations, no plans, and barely any money.   I forgot to stop at the ATM in the U.S.   At the time, that seemed OK … I’d just get money at an ATM in Belize City when we arrived.  

But the only ATM I found in Belize City on would not accept my Mastercard based ATM plastic (only VISA).  Very quickly, I figured we were in trouble … because the only cash we had between us was about $300 U.S. that Jay brought along … in $100 bills.  And we were headed for some pretty remote places that I knew would have no ATMs or banks that would have the resources to accept credit cards.  

But I was wrong.  Even in the most remote hinterlands of Belize … and the most remote cayes of Belize … all but the very smallest businesses took credit cards.  More importantly, they did not swipe the credit cards using hand-held machines and three-part forms; but instead, they “settled” credit card charges immediately via dial-up or satellite online modem connections!  Two places we visited in the rain forest did not have landline telephones … but used cell-phones for verbal communication and satellite links to settle credit card transactions and provide television connectivity!  

And the visit to Caye Caulker’s proved even more enlightening.  The streets of Caye Caulker were dirt.  The homes were raised above the ground against hurricane flooding.  There were no automobiles …just a few electric golf carts.  Only two of the 13 guest facilities on the caye had telephones in the guest rooms … yet every tourist store, dive tour shop, charter or taxi boat operator, and store had an electronic credit and/or debit card settlement solution; and there were three Cyber Café’s in town. 

The day before we left for home, following an afternoon of beach snorkeling, I stopped by the manager’s office to ask how we went about making a reservation to fly off the caye to connect with our American Airlines flight departing Belize International the following day.  Keep in perspective, our cabana did have a telephone … but it also had a thatched-roofed protecting a plank rose-wood shell and flooring … and while it also had flush toilets, a little placard beside the toilet requested that the toilet paper be put in “… the plastic bucket below to protect Caye Caulker’s underground septic systems.”  

Thus, since there was not travel agency on the caye, my expectation for coordinating our departure was a series of expensive off-caye telephone calls to the local airline.  But with our AA flight information in hand, the manager ignored the phone and goes, instead, to the computer stored on a little shelf in a recess area of the office.  There, she logs on to the local airline’s user-friendly Internet web-based booking site … as an agent!   Within a minute, she’s printing out my e-ticket confirmation and a complete itinerary including the connecting data to our American Airlines flight.   “Much faster and far more efficient than using the phone,” she says as she handed me my travel packet.  

Saturday, as we departed for the airport 15 minutes before our scheduled flight, the manager commented as we checked out, “The airline has confirmed that your flight is on time!”   It was … and we departed at the scheduled departure time for Flight 61 from Caye Caulker to Belize City International … in a four seat Cessna 172 with a pilot and co-pilot taking up the front two seats!  

Think about this experience … and the “deep and enduring changes” impacting social and cultural values of the people that live on the many cayes of Belize … whether they are tourists or the locals that must utilize the airlines in support of commerce and essential living on a daily basis, with mainland suppliers.   

The hyperarchy of information is changing our world.  The “demand-driven” flight from Caye Caulker was tailored to serve our needs.  The “Captain” of Flight 61 told me that if there had been a “go-show” passenger or two, the scheduled flight out of the neighboring Ambergris Caye departing 10 minutes earlier would have been diverted to pick up the overflow.  

Our similarly scheduled flight into Ambregris Caye earlier in the week had been in a 15 seat Cessna Caravan … with every seat filled.  At Ambregris, I visited with the competing Belize airline.  

The two competing scheduled airlines in Belize use computers to adjust equipment types through out their multiple daily scheduled flights; adapting equipment to varied demand.  Both airlines operate everything from the small Cessna 172’s to the small jets, although the bulk of their scheduled flights planes are the turboprop driven Caravans.  

While the operational structures of these carriers are more akin to the scheduled services smaller U.S. regional or local carriers, instead of trying to work toward a common fleet, the Belize airlines have purposely maintained fleet variety to better respond to “demand-driven” needs of their customers.  Thus, the functional needs of these carriers have been tailored to serve real-time on-demand driven needs of customers; not structured to serve arbitrary pre-determined schedules mandated by a single type aircraft or hub-centric connections.  The Belize fleets are mixed-and-matched to demand … not pre-determined by some scheduling department working with “futures forecasts”.     

These “deep and enduring changes” have been adapted by two small competing airlines that have linked computers, radios, cell-phones and other digital information tools in a hyperarchy of intertwined communication links to bridge the information and operational gaps between an essentially a third-world environment and the demand-driven expectation needs of their customers … that are 50% tourist and 50% local businessmen!    

It is clear that these airlines do not have the government-mandated rules to which U.S. and many European carriers must abide.  But many of those “rules” were derived from times when flying was not safe … when aircraft engines did were not as reliable … when navigational aides were dependent on human interpretation.  For example, it was interesting to note that all of the Belize planes had operationally approved dual (i.e., back-up) GPS navigation systems with approved approaches to even the more remote airports (in the mountains and on the cayes) – virtually unheard of for commercial operators in countries with more modern, but long standing, navigational aides.   

The point is that, to a great extent, there is a limited “history” … or “baggage” … pertaining to scheduled services in Belize.  And while I’m sure there is much that is overlooked, there is also much to be gained from viewing what can evolve in a world where there are no pre-conceived processes or methodologies; particularly when it is economically viable to serve demand-driven needs of customers.  

To some extent, we see gradual adaptation of similar responses in the current viability of carriers like Southwest, JetBlue, RyanAir, WestJet, etc.  These carriers have used common-fleet concepts to serve new demand-driven market needs in higher volumes.  A different form than in Belize perhaps, but still, airlines responding to demand-driven needs of buyers.  

But it seems reasonable to expect that we will see an even greater trend to demand-driven fleet adaptation and interactive customer response as has evolved in Belize over the next few years – and new technology enables new aircraft able to meet the more stringent government standards; and/or government regulators validate the increased safety factors enabled by new technology and evolve (probably under pressure) new and more appropriate regulations.  

But through out it all, the evolution in our more “modern world” will be inhibited by the cultural barriers and the length of time it takes to break down these sociological boundaries.  But break down the must in the face of the new demand-driven expectations.  

But because these cultural conflicts are derived of human experience, as Florida suggests, the transformation will be a gradual adaptation; little changes in our day-to-day way of doing things – not major “leaps” that the new technologies actually enable.  And even in the face of sustained significant losses, the cultures of the major airlines and their managements inhibit rapid adaptation.   

++++++++++
From BTNBlast©, July 29, 2002

++++++++++
JULY 18, 2002 -- Southlake, Tex.-based global distribution system provider Sabre Holdings Corporation today offered corporate users of its GetThere self-booking tool and their designated travel agencies an option for new pricing that cuts by 50 percent the segment fees paid by airlines to Sabre on GetThere bookings. Corporate participants and their agencies would stop receiving booking incentives on GetThere reservations starting Jan. 1. 

The move is a preemptive action against "so-called direct connect" initiatives underway in the industry, said William Hannigan, Sabre chairman and CEO, on a conference call with analysts today. … The move comes as all GDSs are looking for new ways to price their products. 
++++++++++
Eastman's "Off-the-Wall Comment(s)" ©  ...    
This Sabre move is as interesting from the aspect of what Sabre did not say as it is from their admission that it is a “preemptive action” against direct connect booking.  And it seems to fit with some additional “scuttlebutt” that floated across my desk this month.  

Those of you who follow OTWC know that I have been impressed with Sabre’s strategic initiative to move their distribution hosting platform from the legacy systems and designs spawned in the early 1960’s … and into a new contemporary Compaq Himalaya©-based Internet-compatible environment.  The concept, as I perceived it, was both courageous and innovative.  And it remains both.  

Still, I was discouraged to learn through the proverbial grapevine that Sabre may be tracking down the same path Sabre took some years ago when it attempted to re-design their ADS back-office accounting platform.  

At the time of the ADS rewrite, Sabre pulled together a group of travel industry technologists and teamed them with some of Sabre’s most innovative internal designers … to come up with a new ADS architecture.  That team came up with an “open architecture” design tailored to serve large and small agency back-office needs serving a variety of different agency-strategic initiatives.  

But as the tool begin to transform from concept and design into a working solution … a transition took place.  Initially, the Sabre begin team withdraw into itself, leaving the outside industry contributors increasingly “in the dark” as to how the product was evolving.  Ultimately, when the product came to market … the entire “open architecture” concept had been abandoned – and replaced by a “proprietary” solution that failed, in the end, to serve the planned needs of any of Sabre’s key agency customers.  It was related to the outside industry contributors that “Senior Management” had been threatened by the “open architecture”; afraid of the potential change to the industry that would have resulted.  I speak from experience as one of those outside industry contributors. 

The “scuttlebutt” that came my way earlier this month from two different sources seems to suggest that the “open architecture” that I perceived as being incorporated in the new Sabre ZLE (Zero Latency Enterprise) platform is being impeded by the proprietary-ness of the Compaq Himilaya© environment … and thus, time-lines for delivery are beginning to stretch.  And from my experience, when proprietary operating platforms become an issue in delivery of an “open architecture” solution, the ability to respond to “demand-driven” needs of users is marginalized.  Observers of the Sabre ZLE initiative might be concerned about Sabre jumping “out of the frying pan, into the fire.” 

Which brings me back to the original premise that launched this thought.  It seems to me (i.e., a personal opinion here) that if Sabre’s ZLE platform was evolving along the lines that it should be … i.e., an “open architecture” that will bridge across multiple platforms and multiple environments to serve demand-driven needs… then Sabre would be evolving a competitive tool that would enable and interactively manage direct-connect solutions for virtually any vendor or buyer needing such a tool.  Thus, rather than attempting to “preempt direct connect” solutions … it would be seeking to offer solutions that would “enable direct connect” solutions.  

Of course, such a strategic move becomes the fine art of self-cannibalization.  And perhaps using GetThere partners to “explore the demand” for direct-connectivity may be a part of an intermediate-term revenue optimization program.  If, however, Hannigan’s statement that this is a “preemptive strike” against direct booking initiatives is valid – one needs to reassess the validity of Sabre’s core strategic premise for the ZLE solution.  It suggests that the Sabre ZLE architecture may not be a flexible as initially represented … or that Sabre’s management is having second thoughts about its “open architecture” ZLE initiative and is reverting to a more “traditional” GDS mind-set.  

Food for thought…     

++++++++++

From TWCrossroads©, July 9, 2002

++++++++++
Airline commissions were the central factor in a rift that erupted between IATA and representatives of the trade near the end of a meeting here last week of IATA's Passenger Agency Conference (PAC). In its wake, trade spokesmen from points as far-flung as Australia, South Africa, Europe and Canada called off all dialogue with IATA and pledged to actively participate in class actions against the airlines, including such actions in the U.S. The rupture stemmed from IATA's effort to rewrite the sales agency agreement that covers agencies in all countries but the U.S. 

From Travel Management Daily©, July 17, 2002

++++++++++
UNITED Monday joined the growing list of U.S. airlines trying to stop offshore ticketing by agents attempting to use it to collect commission. Effective Oct. 15, the airline no longer will pay a base commission to agents located outside the U.S. and Canada for sales of travel originating in the U.S., Puerto Rico, the U.S. Virgin Islands and Canada. … The United policy is similar to the one adopted by Northwest, which implemented it June 1, and American, which put its in place Oct. 1. Delta did not adopt such a policy, but warned agents in June it would penalize [agencies] if it caught them doing offshore ticketing to collect a commission.

++++++++++

Eastman's "Off-the-Wall Comment(s)" ©  ...    
This issue was first discussed as a lead comment in the May OTWC.  At that time I suggested that the large airline managements fail to recognize that << (1) the Internet knows no geographical or political boundaries, (2) a large segment of travel agent “culture” continues to think of itself as “dependent” on commissions, and (3) airline managements continue to act in ways that reflect years of supplier  “command-and-control” of the airline seat product.  

In last month’s OTWC, I included a June 3 response to a query from Alex Savic at Continental, which discussed the IATA issue.  In it, I reflected that … << I rather expect this IATA initiative will bog down ... but I do not know to what extent >>.  The first quote above seems to reflect on the validity of that assessment last month.  And for the reasons implied in the May comments, in the new fast-paced world of interactive digital information processing, agency alternatives and work-a-round’s will likely abound long before IATA and the extended international agency community can materialize any agreement.  

Given that U.S. agencies function under a non-IATA set of rules, it is equally clear that the large carrier airlines are attempting to preclude offshore ticketing … to the extent that they can … by essentially eliminating commissions for any travel in the U.S.  While the “threats” are targeted at U.S. agencies implementing offshore ticketing, as noted last May … it is an easy process to electronically automate and eliminate all trace of real ticket origin using interactive Internet tools and e-ticket delivery.  For those agencies dependent on commissions as a revenue source, low cost solutions are readily available.  

Thus, as long as there is viable economic commission revenue to be obtained through offshore ticketing, it is reasonable to expect that work-a-round solutions will quickly evolve; solutions that will effectively by-pass the “supply-driven” control-the-distribution-channel thinking that these airline efforts described in the second quote above, represent.  So, where does this all lead?  

In my view, the old rules of the “supply-driven” hierarchal distribution model no longer fit the new interactive “demand-driven” hyperarchy of information.  There is no longer any effective way for the airlines to “police” the distribution channels of their product.  And given the current economic stress levels of the large airlines, revenue enhancement becomes very important.  As soon as the airlines actually realize that the “offshore rules bypass” tools of agencies are viable, the airlines will be forced to change their “rules” again; or see commission revenue costs skyrocket offshore.  

Accordingly, I rather expect that the industry will see a more rapid expansion of “no commission” or net fare pricing throughout the world.  Net fare pricing provides supplier airlines with easier management processes, faster ways to implement pricing changes, and better control over their own revenue flows.  Further, such pricing enables buyers and agencies alike, to better understand the margins that are reflected in “value-added” services like knowledge-navigation, packaging, bulk purchases, or other extra services.   
++++++++++

As I am prone to say … we’re living in exciting times.  While change has always been a part of the human experience, the rate-of-change is quickening as the “… creative limits of the organizational age …” come tumbling down.  As Dr. Florida points out, these are not enduring technology changes; rather, they are cultural and sociological changes.  Technology remains only the enabler … created only to serve the creative needs of new and expanding cultural expectations.  The longer tradition-bound travel-industry managers act or react with “supply-driven” responses to these “demand-driven” expectations, the more they put the survival of their companies at risk.  

Respectfully,
\\ Richard  
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