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

Off-the-Wall Comment(s), which seems to have evolved into a month-end effort, seems to be transitioning as well – from bits-and-pieces to discussions (or views) on theme issues impacting travel technology.  To the extent that you have a preference with respect to the snippets and snippet responses … versus the more esoteric discussion pieces; I’d be interested. 
Much of this issue is a reflection on the conflict between what we’ve known from the past … and what is happening today.  For long-time OTWC readers – none of this is “new information.”  The “today happenings” have long been forecast in OTWC’s … sometimes in slightly different forms, but nonetheless, substantially correct in substance.  It is interesting to see these things become reality, given the inherent conflicts with the industry’s abiding culture and embedded processes.  
From “Six Steps To The Future”©, Edward J. Fern

++++++++++
Two generations into the “information age,” the computers of the world now spend the majority of their time thrashing through irrelevant data to produce obsolete reports that nobody ever reads.  These legacy systems are not abandoned because too many workers believe their own worth is tied inextricably to the worth of the effort they put into protecting and preserving the concoctions that “got us where we are.”  The formal structure of organizations encourages the conservation of the archaic with substantial infrastructures build around procedures that, in many cases, were initiated as ad hoc solutions to temporary situations.  

Individuals who have achieved positions of power in organizations have, in many cases, done so by virtue of their proficiency in dealing with archaic systems.  Any attempt to modify or replace these systems is likely to be perceived as an assault on the established power structure of the organization.
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With sincere apologies to past readers of OTWC, Ed Fern reflects in two paragraphs what OTWC’s have spent multiple years and voluminous words trying to communicate about the core information systems … and the management structures … that serve the airline and travel industry.  
And while we all “hear” the arguments between the airline managements and the labor unions about “whose to blame” for the current distortion between revenues, costs, and traveler acceptance – it is my view that the problems are derived more from the information systems and the power derived from these systems, than of major distortions in the labor benefit ROI.  That is not to say labor is not a problem; but rather, the cost of labor is more a reflection of the archaic information systems and processes built into these systems. 
This is not to suggest that the managements that oversee these systems are not bright and capable individuals. These people would not be in senior management of an airline, GDS, or major travel industry provider if they were not bright and capable!  

However, those criteria are not immune to the power of self-preservation.  And when one talks about 15 to 30 years of building a career within a single, large, typically bureaucratic (because that is the only way large companies can function effectively) company – the “window through which one views the world” becomes highly marginalized … or myopic … and “assaults on the structure of the organization” become personal attacks!  
 
But as Fern points out, the problem is not unique to the airline community.  Why else would the senior managements of the train empires tell the entrepreneurial airline start-up’s to go away when the airline sought financing in the 1940’s and ‘50’s?  The railroads did not stop growing because the need for passenger transportation declined.  The railroads, headed by very bright, very sharp, and very financially astute managements – failed because those railroad managers saw themselves as only in the railroad business; not in the business of transportation
.  
 
However, what is unique to the airline industry is the particularly holistic nature of its seat “manufacturing” and distribution process. 
In the more conventional world of business, risk passes from seller to buyer throughout the sub-assembly manufacturing process of a product – and throughout the distribution process from wholesaler, distributor, re-packager, retail outlet and eventually, to the consumer.  
The airline inventory systems … which spawned the current seat “manufacturing” and distribution processes … precludes this.  Only within the airline industry does the risk of a “manufactured” seat literally reside with the manufacturer (the airline) until the moment the airline leaves its gate on its designated schedule.  No risk seat-ownership risk is passed to the GDSs … or to travel agents … and, in fact, not even to a full-fare paying traveler.  All the risk is born by the airline.  And the major airline processes and information systems remain supportive of this holistic risk concept. 
The airline system evolved at the height of the Industrial Age, and is dominated by 1960’s production techniques, reporting processes, and career-path decisions inculcated in these systems.  But the supplier-driven premise of the Industrial Age is giving way rapidly to the demand-driven needs of customers in the early stages of the Information era.  

Control of airline seat pricing through channel distribution has virtually evaporated in the past five years.  The ability of the major airlines to respond to the demands of travel buyers has gone awry … forcing key airlines into bankruptcy and others to the brink.  The airlines that have proven viable in this era have been those with newer, more contemporary, information systems … those not married to “…what got us where we are,” … those with managements who’s careers are not built on “… what got us where we are.”   
Compare the airline host inventory systems that … 

· …  in some cases, must “throttle” queries for direct access from the GDSs during peak Internet usage … with the Internet retail inventory systems that provide virtually 7X24 accesses to “availability” request volumes of 100X as great.  
· … or the GDSs with their average 1.8 second response time compared to the e-commerce financial systems that effect on-line trading in milliseconds.  
· … or the real-time CRM (Customer Relationship Management) systems that interactively respond to buyer’s real-time needs with the airline systems that must channel all special requests to some human intervention agent.  
The examples are never-ending.  These airline processes remain holistic – and they remain embedded in the culture and practices of airlines and the GDSs that are “… what got us where we are.”     

It takes all sorts of people to make this world go around.  But it is critically important during times of rapid change … as society and the airline industry seem to be experiencing these days … to identify the issues that are inhibiting movement to new concepts that better serve buyer.  Even in a supplier-driven economy, the buyer drives decisions; but at the supplier’s whim based on historical experience and market trends.  
However, in an Information era demand-driven economy, the buyer drives decisions at the buyer’s whim in the context of the buyer’s immediate need.  Timely and interactive response to the myriad of virtually instantaneous buyer decision-points is, today, beyond the reach of the traditional holistic-oriented supply-driven information systems and processes that serve the major airlines.    

 

Thus, it is with little wonder that the “low cost carriers” (the euphemism for carriers like Southwest, JetBlue, RyanAir, WestJet, etc.) do NOT depend on the traditional archaic airline solutions for their operations or distribution.  Rather, these airlines run totally independent systems or business solutions that interactively interface with the limited dependencies they put on the traditional systems.  
In this light, it becomes much easier to understand how an Orbitz , using ITA faring overlay software, can out-search the traditional GDS and/or agents in finding fares that best suit individual traveler’s needs.  It is also easier to understand how management information tied to these older airline business processes can be twisted in ways to support unduly unrealistic or disproportionate labor costs.    
Today’s airline managements appear to be caught up in the syndrome outlined by Fern where,  “… an assault on the established power structure of the organization” inhibits the decision-making process for even the brightest airline managers. Thus, in these times of stress, these managers continue to chase cost and labor control issues that reflect the information, data, and criteria tied to systems designed to serve the industry 40 years ago ... while concurrently finding themselves unable to compete with the low cost carriers.  It appears, in my view, inculcated in the culture that got them to the management roles where they are today.   
++++++++++

From ARC Press Release©, February 19, 2003

++++++++++

ARC has released its January 2003 operating statistics, which remain disappointingly similar to recent months and reflect the continuing struggle to recover during these difficult economic times.  Total sales were down three percent compared to January 2002 to $4,647,527,000.  … On a bright note, weekly sales per agency location had a record month in January, and were up fourteen percent over January 2002.  ….

From TWCrossroad, February 25, 2003

++++++++++
ARTA said it is working on a plan that could alter the way the association establishes chapters around the country. Essentially, the plan would involve hiring representatives for ARTA [that] would serve as the local conduits for ARTA headquarters and its members, possibly eliminating the need for establishing formal chapters in those cities. 
From TWCrossroads©, February 14, 2003

++++++++++

If the travel industry was on the road to recovery last year, some segments were traveling different roads at different speeds -- and none of them was traveling by air. A quick survey of recent earnings reports from industry leaders suggests that with the exception of the airlines, most segments of the travel industry are poised for growth -- if war, terrorism or economic uncertainties don't intervene. … Whether it's because of 9/11, the "hassle factor," the recession, the business model or bad karma, the airlines are in the worst slump in their history, and they don't expect to get out soon. 

From Travel Management Daily©, February 3, 2003

++++++++++

The Outside Sales Support Network, a trade association for home-based and outside sales travel agents, said it intends to add 15 chapters this year.  OSSN has 60 chapters in the U.S., Canada, Australia and Latin America. "The other trade association is cutting back, but we are moving the other way," OSSN president Gary Fee said, referring to ASTA's announced plans to reduce its number of chapters. 

Compiled from Travel Management Daily© & Vacation.Com Press Release, February 3, 2003 & February 6, 2003
++++++++++

TMD -- Vacation.com reports membership in the consortium dropped 9% in 2002 -- to 8,319 -- a reduction of 823 agencies, but officials said the decline was small relative to the decline in ARC-accredited locations. ARC reported the number of accredited retail locations at 24,797 at year-end, down 11%. Despite the decline, Vacation.com remains the industry's largest agency consortium, accounting for about a third of all agencies in North America. They collectively ring up $25 billion in annual sales, the consortium said. 

Vacation.Com -- Vacation.com has reported a 34% increase of registered agents on the company's AgentNet members-only communications portal with registration statistics jumping from 14,500 to 19,500 members over the past year alone. 


Compiled From ASTANet© Press Release & TWCrossraods©, December 10, 2002 & February 12, 2003
++++++++++

ASTA – The American Society of Travel Agents announced major proposed changes in its governance structure ... [that would reduce] the number of chapters in the United States to 14 from the current 32 ….

TWCrossroads – The latest missive from ASTA members opposing a major Society restructuring called into question the management and staff size at headquarters, a move that elicited an indignant response from ASTA president Richard Copland. 
++++++++++
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Consider, ARC sales were down 3% year-over-year … but sales per agency location were up 14%!  And 2001 ARC sales were down 8% year-over-year but agency locations were down over 10% (i.e., sales per agency were up)
.   Consider, ARTA and ASTA are both attempting to downsize … but OSSN is growing rapidly.  Consider that Vacation.Com’s agency count is down 9% but its participants in AgentNet are up 34%.  
Paul Ruden, Senior Vice President of ASTA and I shared a panel at the Air Transport World Technology Conference in mid-February … and I paraphrase a key,  particularly poignant point, that Paul made … that ASTA agents have removed themselves from active agency participation to work out of their homes.  Paul then went on to reflect on the declining agency business as reflected in the ARC numbers noted above.  

This leads me to wonder – are we really using the right measurement criteria to judge the performance of our industry?   
ARC’s reporting system is a reflection of “authorized” travel agency sales – sales of actual travel entitlement as reported by those sites authorized to deliver the entitlements!  ARC does NOT report (a) direct sales made by airline or corporate direct web sites, (b) the impact of an at-home agent on the sale of an airline seat created through Vacation.com type or other packaged programs, (c) the influence of at-home agents in buying for … or directing travelers to … online sales outlets such as Orbitz (itself partially direct and partially via Worldspan), Travelocity, Expedia, E-Travel, et. al, or (d) the increasing number of airline sales that settle offline through alternative ARC or other settlement solutions.  

The GDSs provide segment marketing and billing information at month-end to airlines and the DOT … which reflect distortions similar to those noted for ARC; but not the impact of travel advisors, packagers, and airline direct sales.  The airlines report to the government their physical lift, often month’s after-the-fact – but do not reflect the source or specifics of the derived revenue.  Even travel agency sales no longer reflect the transactions or transaction-based revenue that have been the traditional basis for travel industry sales.  

Equally important, all of these criteria measure transactions … or transaction-based revenue.  In effect, these are all “supplier-driven” measurement criteria!   While transaction measurements are meaningful to those who have access to all of the transaction information (i.e. the internal information of an individual “supplier”) – the data becomes increasingly meaningless as data sources become disparate.  
It is the author’s view that the traditional criteria by which we measure the state-of-the-industry – is increasingly suspect.  The numbers above suggest that agents are not going away – just changing their role in the travel distribution mix.  While airline sales among the major airlines is clearly down (inducing TW Crossroads to suggest the industry is in its worst slump ever), airline sales among those carriers that do not participate significantly in the ARC settlement or GDS distribution channels … are up significantly!  

This is not to suggest that the industry is seeing “good times.”  But it is intended to get OTWC readers to reassess what the reported numbers are REALLY telling us about the industry … and about what is happening within the industry!  It is pretty clear that the major airlines are in serious economic trouble – but those are the very same airlines that are trying to run their businesses based on these (and internal) distorted and delayed data sources.  

On the other hand, the airlines and other travel industry vendors running on more contemporary information architectures and reporting systems seem, as the TWCrossroads points out, “… poised for growth -- if war, terrorism or economic uncertainties don't intervene.”  So the question becomes … to what extent is the industry still using legacy reporting tools derived of archaic systems that are no longer relevant to the real status of the industry?  
++++++++++

From Inside 1to1©, February 24, 2003

++++++++++

With the economy in a stagnant state, businesses are shifting their customer strategies to yield the best ROI, and within marketing departments, that shift is away from branding strategies toward a focus on capturing and keeping customers. A recent study by Aberdeen Group and GlobalFluency done on behalf of the CMO Council finds that a majority are now focusing their energy on customer initiatives, strategic planning and public relations, while trade shows, advertising and other mass-marketing and brand-building initiatives take a back seat. 

++++++++++
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To a great extent, it would seem that we’re seeing this “live” in the travel industry.  As airline seats shift from being a “Good” to a “Commodity”
, the ability of traditional branding tools (including frequent flier miles) has waned.  And whether it is via interactive online packaging or the evolution of agency packaging with tools like Vacation.com, corporate agency negotiation and buying programs, or advise from the burgeoning home-based agent community – the shift toward customer relationship managed services is in full-flight using all forms of the information hyperarchy.  
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