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

A summer-like spring is here.  The afternoon sun warms the chaise lounge upon which I lay, balancing a new TabletPC and beginning this month’s OTWC.  Still, I’m easily distracted as the palms waft in the soft cool breeze … sea birds soar over the bay in search of dinner … and the wild flowers that abound in the environmentally protected area adjoining the house are all abloom – orange, yellow, pink, and purple seem to dominate.  This it tough … really tough!  
From BASEX:TechWatch©, 22 May 2003
Comment-of-the-Week by Jonathan Spira
++++++++++
: “Where work is done is less important than having the best people on the team.  The "death of distance" means that colleagues can collaborate from far off regions; electronic proximity can replace face-to-face meeting time - especially if it benefits the team.”

From TravelMole©, 16 May 2003
An article by Mark Scriven:
++++++++++
“… there is no doubt that in recent years it has become more expensive to build and maintain an online presence for your website. However, [the web] is still a highly flexible, low risk and cost effective way for the small to medium size travel business to generate revenues and will continue to be so for some time to come. …Travel is booming on the net [because] entry costs are relatively small … web site promotion services are comparatively cheap … real time, highly targeted and low risk promotion [is unmatched] and big brand complacency [continues].  Finally, there are significant delivery cost savings.”

++++++++++

Eastman's "Off-the-Wall Comment(s)"©  ...    
These two somewhat obtuse thoughts from entirely different sources drive home a few very major points often lost in the rush to keep pace with the changing structures of the travel industry. 
First … people drive technology; and not vise versa.  Thus, people drive the changes that come from technology enhancements.  

Second … among the least identified impacts of Internet and the subsequent hyperarchy of information
  is what Spira calls the “death of distance.”   Distance no longer inhibits communication because of what Scriven identifies as “…  a highly flexible, low risk and cost effective way … to generate revenues ….”   But revenues are, of course, primarily derived from management derived from or by efficient communication of information … be it from the shop floor, the vendor’s product offering, or the ability to respond to margin opportunities in a timely way. . 
Still, these two aspects of the information hyperarchy tend to obfuscate the more important … and more basic … result; the fact the hyperarchy is a virtual information network among people. 

This new networking tool exists throughout the world – wherever people work together … in social organizations, within companies, in political or cultural endeavors.  It’s not the networks themselves that are important, but rather, the newfound speed at which those networks communicate – the good and the bad.  
There is a modern folklore that all people are connected by just "six degrees.”  The concept originated from a small study of 100 people by social psychologist Stanley Milgram in the 1960’s.  Dr. Duncan J. Watts
 and his colleagues are currently seeking to validate this Milgram’s original work using 50,000 message chains originating in 171 countries in search of 18 targets around the world.  And the preliminary findings suggest that the premise of six degrees is close to the truth.  
In his book, “The Web of Life
,” Capra discusses the make up of living systems and how, among other things, the biological cells of humans network together in systems to communicate with one another to enable the living, thinking, human.  The structures that Capra outlines are, in turn, surprisingly similar to the organizational networks of evolving and modern businesses that Gareth Morgan outlines in his book “Imagin-i-zation
.” 

These three pieces of literature would suggest that networks are the mode of “communication” between independent entities within a structure (or organization). The premise is supported in the core beings of the human, in the psychological studies of how people interact, and in the structural studies of how people organize and run businesses.  
And while most of us know and recognize that effective networking is core to most business undertakings, we tend to think of networking in terms of “who” we know, can speak with directly, or learn from.  We generally fail to recognize that the new information hyperarchy is really about enhancing the speed at which those information networks function – not just faster, but more efficiently, and with greater accuracy; particularly across long distances.  
The digital hyperarchy is, in many aspects, replacing the need for human travel; even as it increases the need for human travel.  The digital hyperarchy replaces the need for the physical movement of agreements, documents, and the personal synchronization or coordination of production – and in so doing, speeds delivery of new products, information, or actions.  

However, the increased speed of delivery, in turn, expands knowledge, creates new needs or evolves different awareness in all nodes of the network … and across multiple networks – which re-creates new demand for travel; travel not for the purpose of production, but for the purpose of further expansion of the social or business structures that make up human survival and growth on this planet.  

As Capra says, “As it keeps interacting with its environment, a living organism will undergo a sequence of structural changes, and over time it will form its own, individual pathway of structural coupling … a structure formed by a succession of autonomous structural changes.  Thus, the behavior of the living organism is both determined and free.  Moreover the fact that the behavior is structure-determined does not mean that it is predicable.  The organism’s structure merely conditions the course of its interactions and restricts the structural changes that the interactions may trigger in it.”  

While Capra is talking about biological living systems, the structure of society is an extension of living human systems – and thus, society closely parallels the networking structures that have evolved in human.  The travel industry, perhaps even more than other business networks, mirrors these communication structures needs … since travel is at the core of all distant communication.  
The digital information hyperarchy has simply sped up the process.  Further, bi-directional communication has changed the way that distant nodes within a given structure, communicate, retain, and store, large amounts of data.  

Thus, just as the airline networks changed the speed at which peoples could physically move to distant locations in order to communicate with others … information hyperarchy necessarily must leverage off of the travel industry in this new mode for distant communication.    

Accordingly, the functional processes of today’s travel needs remain very similar to those of the past … but the “how” and “why” behind the need to transport and house a person is changing rapidly.  The world is evolving into a new workplace … into a different way of working together ... into a world where work can take place anywhere there is a viable link to the information hyperarchy; but where the speed of innovation and creation sustains the need for physical human travel as a learning or knowledge vehicle. 
Within the travel industry, some of our most prized assumptions about the drivers that motivate people to travel and that put butts in seats and beds are in the process of being restructured by a series of incremental but dynamic changes … determined in its present state by the structures of the past, yet free to take autonomous and unpredictable directions derived from human innovative use of the bi-directional digital tools that increasingly serve the information hyperarchy. 

Examples range from the …  

 … transition of proprietary airline seat distribution channels to open-networked non-air franchise channels 

 … shift of corporate travel agencies being forced from human service solutions to automated interactive tools targeted at specific customer needs
… demise of hub-centric network air services in favor of point-to-point nodal networks

… value-added perks or frequent flier offerings on commodity products to real-time interactive packaged niche services that are specific to each buyer or traveler need.  
++++++++++

From TWCrossroads©, May 27, 2003

++++++++++

Expedia on July 1 will launch Expedia for Agents, a tool that will enable travel agencies to book land-only packages on line and earn commission on the components. The product won't be offered to every agency, however. Only agencies that are preferred distributors of Classic Custom Vacations -- an Expedia subsidiary -- will be eligible, although the inventory on Expedia for Agents will represent several suppliers. … The inventory in Expedia for Agents will be identical to that offered to consumers on Expedia.com.  Agencies will earn 10% on hotel, car rental and insurance components and 5% on tours and activities -- including events sold by Ticketmaster, an Expedia affiliate. … Agencies will continue to sell Classic products off line, but Expedia plans to launch a Classic online booking engine by the end of September. 

++++++++++

From Travel Agent Magazine©, 23 May, 2003

++++++++++

Travel Agent reports that Amadeus -- currently the smallest GDS in the U.S. market -- is beginning to make strides in its attempt to increase market share. A leader in many of the 206 markets in which it competes, Amadeus was the only GDS that increased its market share with the 1,000 largest travel agencies in the U.S. last year. 

++++++++++

From EyeForTravel©, May 15, 2003

++++++++++

Galileo International, a leading global distribution services (GDS) company and subsidiary of Cendant Corp. (NYSE:CD), today announced the availability of its leading Web services technology on a global basis. … Galileo has successfully implemented a multitude of travel agency and developer Beta customers, deployed Web services to some of its own travel brands and is now making the services available globally in the North America, Europe, Middle East and Africa (EMEA) regions to existing and future customers. 

++++++++++

Eastman's "Off-the-Wall Comment(s)"©  ...    
Interesting aspects in the three clips above … USAInteractive’s Expedia is beginning to leverage the USAInteractive “franchise” brand; the success of the “franchise” concept is beginning to work for Amadeus, with its Vacation.Com tool proving a key lynch pin; and Cendant is expanding its web franchise advantages throughout the rest of the world following its introduction earlier this year in the U.S.   

As has been discussed in OTWC previously, both Cendant/Galileo and Amadeus/Vacation.com have taken the strategic direction of attempting to leverage their retail agency networks as value-added outlets for their respective franchised vendors.  And those franchise vendors have not been airlines … but rather, vendors of other travel product offerings.  The Expedia initiative suggests that USAInteractive believes that it too can leverage franchise value-added sales through agency networks.  But USAInteractive/Expedia do not have the established distribution channel outlet links of the traditional GDSs … rather, it will leverage their wholly owned vendor product brand names in support of one another.  

Another interesting aspect of these franchise-offerings is the interactive real-time packaging of buyer-specific holistic travel solutions; as exampled by the Expedia effort to integrate Ticketmaster offerings into other vendor product offerings.  The value-add is beginning to shift airline frequently flier points to vendor packaged pricing with incentives other than just “miles.”    

As noted in the first comment … travel distribution is in the process of being restructured; yet taking autonomous and unpredictable directions derived from human innovation of the bi-directional tools that serve the digital information hyperarchy. 
++++++++++

From TWCrossroads©, May 1, 2003

++++++++++

Since late last year -- when Orbitz and Expedia went after the corporate travel market with low-cost, self-service booking products -- traditional agencies acknowledge they have lost business to the Internet giants.  … Even one of the most recognized brands in corporate travel -- Navigant International -- admits to seeing defections to Expedia and Orbitz. … Now, Travelocity has joined the party, announcing that it will launch Travelocity Business by end of this quarter. 

From BTNBlast©, May 28, 2003

++++++++++

Navigant International today confirmed that its Aqua Software Products subsidiary late last month bought from Germany's I:FAO the technology, facilities and people associated with the Powertrip corporate online booking tool. I:FAO had purchased the software two years ago from Xtra On-Line to pursue the U.S. middle market. … analysts speculated that the technology will be used to bolster Navigant's position vis-a-vis the Big Three online agencies. "I would look at it as Navigant saying, 'Hey, Expedia, if you're going to get into this business and attack the lightly managed space, then we're going to get into that space as well,' " said Ian Corydon, who follows Navigant for B. Riley & Co. "I think they're fighting back." 

++++++++++

"OTW Thought” ...    
These tend to validate the premise that corporate travel agencies are being forced to replace service-based solutions with automation.  However, in order to ensure their value-add, the corporate agencies are tailoring their automated offerings to meet the needs of their corporate customers … as is suggested in the Navigant purchase of Powertrip from I:FAO.  The Eastman Group too, is finding itself in the throes of tailoring proprietary interactive voice travel technology solutions for large corporate travel agencies; solutions that respond directly to the nuances of specific corporate client’s needs.
From ATW OnLine©, 23 May, 2003

++++++++++

SkyTeam members unveil revenue-sharing plan … US and European SkyTeam alliance members expect to generate an additional $100 million in annual revenue over the next three years as the result of closer cooperation on transatlantic routes that includes a revenue-sharing program and a coordinated sales policy. 

++++++++++

From WSJ_The Middle Seat©, May 28, 2003

++++++++++

Which Airline Will Blink First and Close a Money-Losing ‘Hub’? The airlines with hub-and-spoke networks seem to universally agree that they still have too much capacity in the air. Revenue has dropped about 30% for the network carriers since 2000, and capacity is only 10% to 15% less than in 2000. This summer looks like a pretty good season, but come fall, barring a big turnaround in the economy, empty seats will be shuttling between cities. … hubs already are becoming less important to air travel. They'll never completely disappear, but right now there are just too many. If hub-and-spoke airlines are to ever return to profitability, they must bring their seats more in line with overall demand. Sure, they could fill seats by cutting prices. But high-cost airlines can't make money doing that. They've got to find a way to generate more revenue from their passengers -- and that means filling more seats at higher ticket prices. The quickest, most efficient way to cut capacity is by closing a couple of hubs.

By contrast, the five biggest low-cost, low-fare carriers -- Southwest Airlines, America West, ATA Holding Corp., JetBlue Airways Corp. and Airtran Holdings Inc. -- offer a different picture. In the first four months of the year, passenger traffic for those five grew an astonishing 15.5% over the same period of 2002. Capacity was up 14.2% -- they couldn't keep up with demand.  From a traveler's point of view, then, there's too much capacity for expensive seats and not enough for cheap seats. Capacity cuts will only firm up fares at the bigger airlines. They also create more opportunity for the low-cost guys. But that's what the network carriers need to survive profitably. Closing some of the weakest hubs would slow down losses and give the network carriers more pricing power.

++++++++++

From New York Times©, May 13, 2003

++++++++++

Smaller U.S. Airports Are Increasingly Popular … a growing number of business travelers are … shunning [big airports] and flying out of regional airports instead, thereby not only sparing themselves a lot of aggravation but saving money to boot. Low-cost airlines like Southwest prefer these smaller fields precisely because they are less congested, and because they charge lower landing fees. … The shift of business travel to regional airports is illustrated by Federal Aviation Administration statistics. They show big gains in passenger traffic at airports just outside some major urban areas from 1996 to 2001 — the latest year for which statistics are available — while the traffic at primary airports grew little or actually shrank. 
"OTW Thought” ...    
The SkyTeam effort seems to represent the first openly coordinated step toward the beginning of a “world conglomerate” airline – and it would appear, an attempt to create more direct point-to-point nodal network product offerings in lieu of the more common hub-centric connections that prevail among the various alliance networks. 

The Wall Street Journal essay, addresses the hub-centric carrier problems in a more traditional way; suggesting that these carriers will need to close money losing hubs.  The net effect of such closings will be more direct point-to-point nodal network product offerings as these carriers shift services to those markets that provide profitable revenues – dropping those that were merely hub-feeders.  It is interesting to note that the “low cost, low fare” carriers identified in this story are not necessarily “low fare” carriers – but rather, simply low cost; and that most also operate on the basis of point-to-point nodes rather than integrated hub-centric origins and departures.  The low cost carriers certainly have hubs; but coordination of O&D in those hubs is not the driving operational issue – rather, maintaining the nodal network performance and frequency between nodes tends to take priority.     

The New York Times story simply drives home the reality of the cost and service advantages of point-to-point nodal network systems … and that this type of system seems to better serve the needs of travelers while concurrently, lowering costs for carriers.  Hubs will certainly not go away soon … but their importance in the air travel product is rapidly diminishing, as the two-year old FAA data is beginning to make clear.
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� Hyperarchy – defined in contemporary business terms by Philip Evans and Thomas Wurster in the Harvard Business Review, September-October 1997, Page 75.  Evans and Wurster suggest that digital communication enables everybody to communicate interactively with everybody. The term takes its name from the "hyperlinks" of the World Wide Web and the "hierarchy" of current commerce models.   Not only is the WWW a hyperarchy ... but so too is a deconstructed hierarchical supply chain within an industry ... and also object-oriented programming in software or packet switching in telecommunications.   "The hyperarchy challenges all hierarchies, whether of logic or of power, with the possibility (or the threat) of random access and information symmetry," say Evans and Wurster.  Evans and Wurster subsequently released a book in 2000 on the hyperarchy: "Blown to Bits: How the Economics of Information Transforms Strategy.”  








� Duncan J. Watts, “Six Degrees: The Science of the Connected Age” (W.W. Norton & Company, February 2003).    


� Fritjof Capra, “The Web of Life” (Anchor Books by Doubleday, 1996)


� Gareth Morgan, “Imagin-i-zation : New mindsets for Seeing, Organizing, and Managing” (Berrett-Koehler Publishers, Inc, 1997) – Imagin-i-zation taken from Imagination + Organization





