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

Running just a bit late this month … a delay which I will attribute mostly to “dragging my heels”; and a little bit to the arrival of my first Grandchild on the 30th … a healthy big (8 lb, 21 inches), boy, Michael-Jay.  When your grandson arrives, one starts measuring time “;-]. 

Oh yes … our experiment with sending these documents as Acrobat files met with resistance … both technical and from readers.  So, at least for the interim, we’ve reverted to sending them as Word documents.  

This month’s “Off-the-Wall Comment(s)” went down a strange path.  I hope you find it interesting.  

++++++++++ 

From: Harvard Business Review©, September, 2002
Essay: Forethought (page 18)

++++++++++
The High Cost of Lost Trust:  The notion that behavioral integrity is important should be common sense: Align your words and actions in a way that employees see.  Keep your promises.  It seems simple.  Bit if it’s so simply, why is it so rarely observed? … Think of the manager who hangs “Customers Come First” placards in every department and a month later cuts the customer service staff.  He may have a good reason for the layoffs – indeed, he may have had no choice – but he has undermined his staff’s trust, and there will be a price to pay.  But what’s the real cost?   


++++++++++
Eastman's "Off-the-Wall Comment(s)" ©  ...    
The essay reflects on a study done by its author, Tony Simons, and an associate, in the hotel industry, which suggests that when staff trust their management, the bottom line increase in the hotel’s profitability increased 2.5% of revenues – or in the case of this study, $250,000 per year per hotel!  No single aspect of manager behavior that they studied has as large an impact on profits. 

Given the synopsis above, extend the thought to the airline industry that currently caught with such a disparate gap between those carriers that are profitable – and those that are not.  Considering the “in vogue” premise that these profit disparities are the result of point-to-point versus hub-based business models … 

Hub-and-spoke system queried … Financial Times; Sep 23, 2002
The traditional hub-and-spoke system adopted by many of the world's biggest airlines will need to be fundamentally re-thought, amid the growing penetration of low-cost carriers, which can now compete in at least 70 per cent of the US market.

Travel Management Daily©, September 9, 2002

AIR TRAFFIC reports for August show US Airways posted the biggest drop among the major U.S. carriers. Only one of them, Alaska, posted a traffic increase, but most carriers managed to keep their load factors from deteriorating. …  FOR COMPARISON, low-fare, low-cost carrier JetBlue reported a 104% traffic increase on a 95% increase in capacity, resulting in a 4-point rise in load factor to 90.5%. Low-fare carrier AirTran posted a 19.3% traffic increase on a 22.6% hike in capacity, for a 1.9-point drop in load factor to 70%. 

The Seattle Times Economic Memo Column, September 9, 2002

The hub-and-spoke system, favored for the past 20 years by the big carriers, such as United and American, has too many nonproductive routes. The system forces passengers to make stops in the hub airports even as regional jets and carriers such as Southwest and JetBlue show the value of point-to-point travel. 

(As an aside, an unrelated to this discussion – I do not personally agree with the moniker “point-to-point” that is used by the media or the industry.  Some of the airlines providing this type of service – Southwest and Alaska Airlines, among others – operate extensive networks that do include quasi-hubs.  I personally prefer to call these types of airlines “nodal network” carriers – because they operate point-to-point services through nodes in their networks (much as telephone networks, the Internet, and most Local Area Networks function).  But that is an aside to my key point.) 

On the original point of “lost trust” … instead of applying the concept of “lost trust” to employees as the author(s) above did … apply the premise of “lost trust” to the specific carriers.  Which airlines have managements that, for the most part, the employee’s trust?  Which airlines produce marketing messages that, for the most part, the buyers trust?  Which airlines deliver product that, for the most part, travelers trust?  

In their book, “The Rule of Three”
, Sheth and Sisodia, suggest that in most mature industries, “naturally occurring competitive forces” create a consistent structure wherein three large companies compete against one another in multiple ways and serve 70% or more of the market (i.e., the generalists).  The remaining companies in the industry are, effectively, specialists – providing specific services or serving niche needs within the industry.  This concept is consistent with what we see in the airline industry (and the remnants of the GDS arena).  

“The Rule of Three” goes on to discuss the problems that occur when a given company tries … or is forced … to “cross the ditch” (their words) between being one of the top three or being a “specialist”.  Sheth and Sisodia discuss at great length the mixed messages that result from companies trying to profitably bridge the gab between being among the “big three” and a specialist.  And, among other things, this discussion could also serve as a leverage point in support of the airlines providing different services (i.e., hub-centric vs. point-to-point nodal-network services).  

Whether one considers the issue of “lost trust” as one emanating from the relationship between management and staff or between seller and buyer – the issue of “lost trust” … or its inverse, “integrity” … become the critical factor in the communication message; the critical factor in sustained bottom-line profitability.  

Companies big enough to play at Sheth and Siodia’s “ditch” are confronted with managing the communication message of “who they are” – the “specialist” or the “generalist” – in the eyes of the buyer.  As Sheth and Siodia point out, for core economic reasons, it is almost impossible to be both.  Economies of mass-scale do not mix will with the high-costs of unique specialty production.  So the “message” one communicates to the buyer becomes jumbled.  What happens to “trust” when a message is mixed.  

I would posit that behavioral integrity of the major traditional airlines is playing as great a role in their lack of profitability as is the particular economic model (hub vs. nodal network) and/or their particular relationship with respect to the economic morass of “the ditch” that Sheth and Sioda describe.  

Simons essay points out a number of reasons why maintaining integrity is hard.  Creditability is slow to build and quick to dissipate.  The array of stakeholders  is widely divergent and a clash of words and actions is almost inevitable; particularly when one group gets a message intended for another group (i.e., shareholders, employees, or buyers).  The world is awash in changing ideas and new concepts appear with ever-increasing frequency … propelled by the hyperarchy of information. Unclear priorities create confusion and mixed messages, along with shifting policies (i.e., airlines trying to balance alliance partnerships with competitive domestic service needs).  

And finally, Simon believes that, “… of all the factors that can undermine behavioral integrity, among the most dangerous is manager’s inability to see an integrity problems in themselves.”   One has to consider, which of the airlines currently generating profits in this current economic downturn … have the ability to recognize and manage in this era of high-speed bi-directional communication, the integrity that they would have their various shareholder believe?  

Thoughts to ponder… 

++++++++++

Captured from an Internet News Group … October 2, 2002
++++++++++ 

“When every big airline is in trouble, there is little point to blaming all the unions and managers, nor does it help to celebrate ‘miniature airlines.’  It might help to look closely at hallowed text book principles.” 

++++++++++ 

This particular comment happened to “trigger” me … not because of its use in within the context of the Internet forum or its inappropriateness within the meaning of the response offered by the author (please see the footnote below).  Rather, it tends to reflect a “mind-set” that predominates many managers and intellectuals within all industries – but even more greatly within the travel community. We’ve been doing things “the traditional way” for so long that it has become embodied in our thinking.  

If one lived solely by the guidelines provided from the "hollowed textbook principles" ... we'd all live in the past using guidelines, structures, and rules determined by long-dead authors (since new authors would only repeat in different words what the past authors espoused).  Accordingly, we'd all be living in an era that would equate closely to when Guttenberg created the press.  

I'll grant you, there are many in the world today that suggest that airline, GDS, and even some travel agency managements are still living in that age -- but obviously, we're well past that.  

And it is probable that we have passed ... or are at least, now passing ... the "hallowed textbook principles" premise as well.  Textbooks, an essential learning tool, are still, basically, "reports”; or as Dr. Drucker says, "reflections upon questions that have already asked."  Even at the time of their publication, some textbooks are little more than old maps, restated in new colors.

The hyperarchy of information has changed that rule-set -- probably forever -- certainly for the next 10 to 15 years.

Information no longer flows from the author-to-the-reader ... from the supplier to the buyer.  Information is bi-directional.  The Internet forum is a classic example; as are “Off-the-Wall Comment(s).”   In the case of the particular forum I was communicating with, there are numerous authors, luminaries, and senior travel industry managers that participate -- each with original ideas and strong beliefs. Post an idea in that forum ... and no matter how well stated or argued, there is immediate and widespread expression of contrary opinion and/or specificity analysis.  The e-commerce markets ... i.e., supplier to buyer ... are no less chaotic; although the medium of communication can as easily be an immediate economic gain/loss as an interactive dialog about serving a specific buyer's need.

As valuable as the "hallowed textbook principles" are ... their relevancy is rapidly osmosed by even newer ideas ... ideas more relevant to the immediate needs.  That osmoses is virtually instantaneous.  And there is rapid access to a greater breadth of ideas.  It becomes important then, not to revert to the "hallowed textbook principles"; but rather ... to apply the still-appropriate concepts of such material; and to easily discard those concepts that have-not, do-not, or will-not work.  Such analysis is now in the hands of the reader (or buyer) -- not "supplier-driven" (i.e. as espoused by the author in the case of textbooks ... or the vendor in the case of commercial products)

Textbook authors and corporate managers of the past were successful because they were able to build and sustain cultures built around core belief's and views ... that, because communication was, for all practical purposes, one-way -- endured due to the limited number of channels for rapid feed-back and the ability to control the one-way “message” about idea, concept, or product.  This inability to provide feedback also limited high-speed adaptation (or rebuttal) of an author's idea; or a seller's product (or marketing message).

In their book, "Windows on the Future
", Ted McCain and Ian Jukes say, "People attending university today will find that half or more of what they learned will be obsolete, outdated, or just plain wrong on the day they graduate ... for people attending university early in the 21st century, half of what they learn in any given year will be obsolete by the end of that year.

The digital hyperarchy is changing the historic model of referencing the “hallowed textbook”.  Sustaining an idea, a business model, or a corporate culture becomes a far more difficult task in the era of bi-directional digital communication.  Interactive information changes the rules ... forces evolution and adaptation in "real-time".  

While adherent to most people, the modern economic societies of the world find ourselves living in an time that is bordering on chaos -- as the mankind transitions from what historians call the Industrial Age (an era driven by the economies and economics of mass-production) to an era in which mass-production becomes transparent; and human knowledge enhancement and services becomes the economic denominator (sometimes referred to the Knowledge era, the Information era, and on occasion, the Services era).

Thus, many of the "old rules" espoused in textbooks no longer work ... whether they apply or not!  While it’s easy to say, "look closely at the hallowed textbook principles" ... the reality of applying the guidelines of these textbook concepts becomes increasingly subjective in the chaos of the transition from one era to another ... and, as it has always been, very much a skill of the individual interpreter.  

Thus, learning must shift from the "hallowed textbook principles" model to "just-in-time" and "need-to-know" learning.  While it is equally easy to reference the past as an expectation of the future, this is a concept of even greater subjectivity in the chaos of transition.  As McCain and Jukes ... some personal experience ... and a growing base of documentation suggest, the "hallowed text book principles" are more likely to be wrong than right.  

This is due to the fact that the core drivers of the past are being changed from a "supply-driven" model (in all dimensions, commercial, governmental, educational or societal) to a model that is information-enhanced-knowledge derived, and thus, "demand-driven". 

++++++++++

From InformationWeek Daily©, September 16, 2002 
++++++++++

Businesses aren't even close to harnessing all the benefits of their lightning-speed systems -- In the second it takes to read this sentence, a top-end server can handle 10,000 electronic transactions. An Intel chip can process billions of instructions. An Oracle database with 3 terabytes of information can answer more than seven ad hoc queries. In today's computing environments, speed of light isn't hyperbole -- it's the velocity at which bits actually move through optical fiber.

Yet most businesses have only begun to harness all that latent speed. Despite a cost-performance ratio that has made state-of-the-art computers affordable even to small companies, few have come close to exploiting the time-compressing benefits of those systems. … The challenge is to build a real-time IT infrastructure that supports … a real-time business. 
++++++++++
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Imagine an airline that can offer targeted incentives the moment a customer calls, track multiple seat offerings in real time as they move interactively from inventory through distribution channel and buyer to the traveler, almost immediately close its books at the end of the quarter, and give management up-to-the-minute reports on key operational data as it transpires.  The technologies noted above make the real-time airline management system possible.  But the current technology and business management infrastructure make such a system virtually impossible anytime in the next 10 years.   

Airlines that have been around more than 10 years … those dependent on the traditional CRS hosting platforms … are not even thinking in these terms yet; nor are they likely to get there on their present technology platforms.  The hierarchal inventory architectures simply cannot support the comparative information needs that a real-time business needs.  And as has been discussed in previous OTWC’s, the un-layering of the current “onion of layered architectures” will not happen rapidly – at least, not under the current management culture that prevails at these airlines.  

From an information systems perspective, it will be interesting to watch how the newer start-up carriers … those using some of the new newly designed airline management systems … mature those systems as they grow their carriers.  The “traditionalists” do not believe that these systems can handled the transaction management volume demands brought about by the existing new demand for information.  

More contemporary technologists point to the contemporary architectures that serve the volume financial and Internet retail transaction as proof that the traditional airline technologists over-estimate their own platforms; and underestimate the potential of the newer networked relational structures.  Unfortunately, few of the current systems used by these newer start-up airlines do not really represent contemporary architectures; rather – these systems represent early relational database designs that preceded the rapid growth of transactional processing responding to demand-driven information needs of the Internet.  But these platforms have the ability to be adapted more rapidly than the traditional systems.  

Unfortunately, it’s tough to make buying and design decision in the chaotic state of the industry.  New distribution and operational technology-driven solutions evolve … almost daily; faster than the bureaucracies of the airlines and large travel industry companies can assess their value.  The relatively low-cost to develop and implement … to get broad exposure through the Internet … exceeds the capacity of the larger industry players to absorb and implement, particularly when they must link these new solutions to their existing legacy architectures.  

It is this disparity between technology platforms … their relative costs, the structural differences, and the inculcated business-cultural perceptions of how to deal with the demand-driven information needs of the evolving knowledge-based era … that lead me to suggest that the ultimate solution to distribution of airline seats will shift to second and third levels in the distribution channel.  It appears to be their only alternative, given that their present technologies simply cannot respond to the demand-driven information needs of the new informed buyer. 

Still, the airlines and their systems … including the GDSs … must find ways to deal with the ever-evolving new distribution channels – even those created by their own marketing needs.  Just this month, consider … 

From PS Inform, September 20, 2002 
A TW Crossroads' survey of two providers of "dynamic packages": Site59 and Neat Group [exemplifies my view] of the changes already underway in travel distribution as well as the future of our industry”, says Editor Greg Merkley. These two companies, although they target different markets, have developed technology that mixes and matches air, car and hotel products to create custom packages using real-time availability.  These firms (especially Neat Group, which allows agents to set their own markup and prices) are among the first of many packagers in the new distribution “hyperarchy”. 

From Travel Management Daily©, September 27, 2002

E-Travel, a subsidiary of Amadeus, will offer a Web-fare search tool for Aergo (U.S.), the company's self-booking system for U.S. corporations. … E-Travel chose FareChase to provide the search engine. The solution can be customized, allowing travel managers to choose among the 40 available Web sites that may be searched.  Cliqbook, a self-booking tool offered by Alexandria, Va.-based Outtask, also uses FareChase to scour for Web fares.   GetThere, a Sabre company, equips its self-booking system with AgentWare's search tool for corporations that want to include Web fares in their managed travel program.  By the fifth year of the program, participating agencies will be paying about half of American's distribution costs. 

From ps-inform©, September 25, 2002] 
AA offers Web fares via travel agencies American Airlines has announced the EveryFare program that offers its Web fares via travel agencies under a cost-sharing arrangement. Participating agencies receive an allowance credit of USD 4 per flight coupon and pay AA an amount equal to their own GDS booking fees for the segments.

From Travel Management Daily©, September 30, 2002
Navigant Int'l president Thom Nulty said American Airlines approached the corporate agency about participating in its new EveryFare program, which gives agencies access to its Web fares in the GDS in exchange for paying a portion of the airline's GDS costs. Navigant declined. "We don't really understand the benefit of assuming more of the GDSs costs over time," he said. Meanwhile, Dan Bohan, COO of Omega World Travel, told TMD American is pitching EveryFare to his agency this week, but he's skeptical. "It's too risky. We don't even know if Web fares will continue to exist and we don't know if the GDSs will be the primary method of travel distribution," Bohan said. TQ3 Maritz and Corporate Travel Management Group already have signed five-year contracts to participate in EveryFare.

From Travel Management Daily©, September 20, 2002

ORBITZ said 30 companies have signed up to use Orbitz for Business, the airline-owned agency's booking and reporting tool for corporations. Transaction fees on Orbitz for Business can be 75% less than traditional telephone transactions, said Orbitz, which is targeting companies that annually spend less than $7 million on travel.

From Travel Management Daily©, September 12, 2002

WORLDTRAVEL BTI, the mega corporate agency in Atlanta, is going after the business of small companies with an online agency called TravelAgent.com. WorldTravel is calling the site a "lightly managed" solution. Companies pay a $25 transaction fee, which includes any phone calls subsequent to the online booking, reservation changes, 24-hour support and online reporting. There is no implementation fee. Brandon Strauss, general manager of TravelAgent.com, said the site would target companies that spend $2 million or less each year on airline tickets.

From Travel Management Daily©, September 24, 2002

AMERICA WEST is launching a program under which agents in its Agency AWArds commission program can use free credits to "purchase" waivers for their clients--no questions asked. The program begins Oct. 1. Here's how it will work: Agencies earning Waiver AWArds, based on their America West sales, will be notified of their waiver credit balance before the quarter begins. The credit will be expressed in the form of dollars. The "price" of obtaining a waiver will depend on the type of  waiver sought. 

From ATW OnLine©, September 10, 2002

Sabre and Galileo are continuing their streak of adding new features for travel agencies and airlines. Galileo launched Galileo Business Builders, a “long-term, comprehensive program” designed to increase agency profits. The program includes commissionable offerings exclusively for Galileo subscribers that also take advantage of the GDS’ relationship with other Cendant Corp. companies.

Sabre, meanwhile, launched Sabre Inform mobile services, a suite of customer service tools that are designed to reduce the cost of call center management and customer service. Its voice services provide an automated voice response system that improves a call center’s cost efficiency.

From USAToday©, September 30, 2002

Now, a confluence of factors — including concerns about the safety of travel post-Sept. 11, the need to cut costs during the economic downturn and improvements in the technology — have converged to accelerate online business communications so that:  One in four companies with 500 or more PCs use the Internet to hold meetings, conduct polls, exchange instant messages and disseminate video and audio. Among companies with at least 5,000 PCs, usage jumps to 40%, according to a recent survey of 700 U.S. corporations by Market Decisions. 

From Travel Management Daily©, September 18, 2002

The Mark Travel Corp. wants its Web-based res system to be the travel agent's "desktop of choice," and it's offering various incentives to get agents to drop out of the GDS mode and click their way through the VacationAccess system, or VAX.  Individual Mark Travel tour operator brands supplemented that company wide effort with their own specials to lure agents to VAX. 

From E-Week Enterprise Update©, September 16, 2002

Making IT Travel Agent -- It's time for [corporate] IT departments to absorb business travel planning because it's outgrown agencies and agents.  Sound radical? How much of your responsibility involves remote access?  Wireless data and voice? How important is constant connectivity? Probably more important than wringing the last dollar out of travel. … Maybe IT departments don't want the hassle of running the corporate travel department. But they need to get involved in travel decisions because today, if you're not plugged in while away from the office, you can't do your job. Are you ready to co-opt travel?

These are all supplemental digitally driven interactive information packaging offerings … all basically competitive alternatives to traditional distribution channel offerings.  Each puts different but expanded demand on the inventory hosting systems that must respond to the queries that originate from these tools.  And overcoming the inadequacies of the travel industry’s existing architectures is even attracting interest from IT technologists outside the industry.  

With the major airlines in economic stress, internal resources are limited.  That is, of course, one of the reasons for the expanded airline efforts to grow their own direct distribution-channel outlets.  But even if those channels are successful, they will soon put additional demand on the core inventory platforms; demands that those systems cannot presently service.  This demand will force the airlines to focus their technology resources on their own internal product processing … to begin rebuilding the internal operational and management tools.  

Accordingly, it is my view that the airlines must now, soon begin to rapidly expand their tentative efforts at shifting bulk inventory product, and its appended risk, to those willing to meet the expanding interactive distribution and packaging needs of the demand-driven buyers.  

It will necessarily change the entire product offerings and the way that travel product is purchased; that traveler data is captured and stored; and even the vendor relationships.  

And finally … 

From Travel Management Daily©, September 25, 2002

++++++++++

ASTA TOLD Congress it should put conditions on any future aid to the airlines, and ARTA advised lawmakers to just say no, as both agent groups issued statements in response to the airlines' testimony before the subcommittee. ARTA told the committee that it's "time to put the marketplace--not Congress-- in charge of the airlines."

++++++++++

My issue here "double-speak" ... 
From Travel Management Daily©, November 11, 1999
ASTA AND ARTA want the government to restrict or stop the United, Delta, Northwest and Continental plan to launch a joint travel Web site for fare searches and bookings.

Just three years ago, ASTA and ARTA wanted Congress to legislate the airlines effort to evolve a new distribution process.   Now, a mere three years later, ASTA and ARTA want to “… let the marketplace--not Congress …” … act on the airlines.  

It does lead one to wonder. And it bodes the question … have the needs of the ASTA and ARTA members changed so fast that the management of these organizations have had the members re-prioritize their respective agendas – or are these self-serving management pontifications aimed at justifying their continued existence?   
++++++++++

Respectfully,
\\ Richard  
Copyright © 2002, The Eastman Group, Inc.  

Address feedback to << reastman@eastmangroup.com >>  

"Off-the-Wall Comment(s)" more than one month old can  

viewed in "Eastman's Corner" at << www.eastmangroup.com >>     






















� “The Rule of Three, Surviving and Thriving in Competitive Markets” by Jagdish Sheth and Rajendra Sisodia, The Free Press, Copyright 2002


�  The source is withheld at the request of the News Group coordinator.  The quote is taken out of context of its specific message … which was a response to issues confronting United Airlines.  The reference to “miniature airlines” is directed toward the acclaim being given to the profitable nodal-network carriers noted in the previous “OTWComment.” 


� “Windows on the Future: Education in the Age of Technology” by Ted McCain and Ian Jukes, Corwin Press, Copyright 2001





