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

It is a wonderfully typical fall day in Southern California … a crisp clear 70°F (21°C) with bright sun casting afternoon shadows across the bay. White clouds languish lazily in the bright blue skies above. Hundreds of wild ducks seem to have silently gathered where the creek feeds into bay. It is a beautiful scene.

The Back Bay is a very tranquil place.  The tide comes in; the tide goes out … usually twice a day.  The creek entrance attracts the birds and fish … different from season to season (yes, we have “season’s” in Southern California).  Cars cross the bridge over the creek regularly and people live in the houses on the other side of the bay – but one really doesn’t see the people; only the inanimate objects.  On balance, life is serene and pleasant because there is surprisingly little change … and the change that does evolve, takes place so incrementally that it is transparent.    

People are comfortable when change is transparent.  Conversely, when change is rapid … as in driving down a road at high speed … we humans tend to focus more narrowly and manage what we can control.  It is when change is taking place so fast that we are unable to control it – that we humans tend to (a) “seek to revert,” (b) “finger point,” and/or (c) “turtle.”  We’re seeing a great deal of a, b, and/or c in travel distribution of late.  
Things that come to mind immediately include …

Travel Technology Update, December 2, 2003 
In This Corner
++++++++++
When hotel distribution executives gather in Miami next week for the HEDNA conference, the question on many minds will be: Can hotel companies stick to their guns and regain control of their rates?  Or will property-level managers and owners continue to run scared, putting third-party merchants firmly in charge of the market by allowing rate dilution and trade-downs?  
++++++++++
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(a) “Seek to revert” … the purported question at HEDNA, “… Can hotel companies … regain control of their rates?”  
This isn’t just a hotel problem … but one of the airlines as well.  

However, regaining control over rates (or fares) means controlling distribution channels to the end-buyer.   Controlling distribution channels to the end-buyer worked well in the era of the primary-source GDSs – but controlling distribution in the hyperarchy of information today … with its plethora of bi-directional virtually instantaneous communication tools (i.e., cell-phones, wireless PDAs, laptops, etc.) … is akin to trying to herd cats.  Yet hotels and airlines seek to revert to the control they once had … rather than adapt and capitalize on the change taking place in distribution; change that is transforming both society and the travel industry.   

TravelWeely.Com©, November 5, 2003 

++++++++++
Attorneys for the class-action suit brought forth by travel agent Sarah Hall filed an appeal Nov. 4 in the Fourth Circuit U.S. Court of Appeals here in an attempt to reverse a court ruling that last week that dismissed their antitrust class-action suit against the major airlines. 

++++++++++
(b) “Finger point” … as exemplified by the on-going efforts by attorney’s representing the Sarah Hall travel agent class action suit against the major airlines to blame the airlines for the change taking place in the distribution structure of the industry.  Lufthansa negotiated a settlement acceptable to Sarah Hall and her agency; yet other agencies in the class action rebelled against even this partial settlement.  Still, the issued continued against the other carriers ... until it was dismissed in its entirety by a Federal Judge.  It is that dismissal that has since been appealed – “finger pointing” to the ultimate degree in the need assign blame.  As noted in June’s OTWC, the Lufthansa solution was fairly realistic, given the changing distribution needs – but the need to “finger point” defies the reality of change within the distribution channel.  

TravelWeely.Com©, November 25, 2003 

++++++++++
Amadeus agents will have to wait a while longer for complete access to Web fares within the GDS, as Amadeus … unveiled a new pricing strategy that charts a different course than competitors Sabre, Worldspan and Galileo. …. Amadeus will vary its booking fee for airlines according to the market in which the flight is booked and it will unbundle an itemized list of GDS services that airlines can optionally use and pay for. 

++++++++++
(c) “Turtle” … or hide inside your “shell” until the problem goes away.  As the story suggests, Amadeus agents will have to “… wait a little longer” – while Amadeus tweaks its existing pricing structure ... seemingly oblivious on the airline front, to the dramatic change taking place in airline seat distribution.  Amadeus’ “new pricing strategy” seems to ignore the new demand-driven buyer needs – and continues to reflect the premise of supplier-controlled distribution channels … even to the point that if the sale is in “your market”, you a volume discount!  And while the “unbundled” pricing list has not made its way into public domain, they too appear to reflect traditional supplier-controlled channel services.  While Amadeus’ Vacation.Com seems to be playing a small but important role in the evolving distribution transformation, the core Amadeus distribution revenue source remains internally focused … at increasing risk to itself as airlines, big and small, seek ways to by-pass the GDSs.  

These three types of reactions to the now, ever-changing expectation and demands of travel buyers are common and prevalent throughout all segments of the travel industry.  While I’ve sited only one example for each, nine of ten vendors, intermediaries, or agencies find themselves in one of these modes.  

++++++++++

From TravelWeekly.Com©, November 21, 2003

++++++++++
Internet giants Expedia, Orbitz and Travelocity may be at war with each other, but they agree on this: All three are going to be luring more large companies away from traditional corporate travel agencies. [Expedia’s Mitch] Robinson attributes the turnaround to branding and ease of use.  … Brand awareness is the reason why the Travelocity Business name is in and the GetThere name is out (in terms of a full-service offering), said Ellen Keszler, president of Travelocity Business.

From Dow Jones Newswires©, November 14, 2003

++++++++++
America West Holdings Corp. (AWA) is building a new direct booking system for travel agents that airline officials hope will lure more agents to book business passengers on the airline.  The Phoenix carrier plans to offer the new system to agents in February, sales and marketing chief Scott Kirby told Dow Jones Newswires in an interview. …. "I would like to see agency sales grow," Kirby said. "Travel agencies have a much richer mix of business because they work with more business travelers." 

From TravelWeekly.Com©, November 19, 2003

++++++++++

ACCOVIA, a Montreal-based vendor of dynamic-packaging technology, said by the end of 2003 it will have established direct connections with the reservations systems of six airlines -- American, Continental, Delta, Northwest, United and US Airways.  Accovia said it has at least one major client for the service … [and the] firm allows clients to operate a hybrid model, in which some bookings are direct and some are processed through the GDSs.

From TravelWeekly.Com©, November 25, 2003

++++++++++

Classic Custom Vacations unveiled an online travel agent booking site … which will be open for business in first-quarter 2004.   The initiative marks the first time the Classic vacation product has been available for booking online, and represents the fulfillment by Expedia of one of its fundamental goals in purchasing Classic in early 2002. … ClassicForAgents.com is designed for experienced travel professionals; the booking system is more complex and offers a greater range of functions than Expedia for Agents, which Classic introduced last summer.
From TravelWeekly.Com©, November 7, 2003

++++++++++

InterActiveCorp chairman and CEO says his company's on a mission. "Our goal is to become the number one seller of worldwide travel, online and offline, within three years," Diller said. "Right now we're number five." 
[From IAC.Com web site: IAC/InterActiveCorp (Nasdaq: IACI), consists of IAC Travel, a division of the company that encompasses Expedia, Inc., which oversees Interval International, TV Travel Shop, Hotels.com and Hotwire.com.]
++++++++++
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Five separate tid-bits … all lifted from media announcements this month … all focused on distribution of travel product … and all using tools that by-pass, replace or supplement the traditional GDS structure.  

The online booking agencies have grown to the point where their online brand names are strong enough to compete successfully with the traditional GDS dependent mega- agencies.  And to date, while some have been announced, not a single mega-agency has brought an online solution to market.  Critical mass has swung to the bi-directional digital solution; and now the online vendors are eroding into the core revenue base of the mega-agencies – large corporate clients.  

American West, a “reborn” legacy airline with new and innovative pricing and distribution solutions … is also opting to bring corporate travelers into the Internet fold.  But America West seeks to by-pass both the GDSs and the online agencies.  Of particular note is that the AWA booking solution does seek to capture point-of-contact  through travel agents in their new role as travel advisors and managers (i.e., not as GDS transaction producers).    

Accovia, like Carlson WagonLit Travel, will be introducing GDS by-pass solutions for its clients as well.  Of particular note here is that these are tools “of the agency” … the intermediary effectively reaching out to key vendor providers to ensure lower costs for the intermediary’s buyer networks.  While lacking the brand name, TEG’s AutoLink offers similar capabilities.  

Classic Custom Vacations, a business entity of Expedia, is introducing its own booking solution to provide agents with a higher level of booking functionality … providing agents an alternative to automated bookings via its parents Expedia site, GDS booking solutions, and direct telephone.  If not already there, it is one small step to airline seat, hotel room verification, or other ground service commitment – bypassing all of the traditional manual transaction processing of a tour operation.  

And to compliment these varied and disparate distribution channel functions, InterActiveCorp announced a three target to become the largest seller of travel, online or offline!  Now that is a pretty encompassing statement, and can be interpreted in a number of different ways.  But what is unmistakable is that a company that did not exist in travel ten years ago – is now number five in travel sales and headed (it says) for number one … using interactive digital distribution as its primary sales outlet!
And you wonder why I ponder at Amadeus’ new “turtle-like” pricing model … or the Sarah Hall class action agencies spending big time attorney fees to pursue a “finger pointing” legal action they are unlikely to win … or hotels and airlines that expect to control individual room rates or seat fares beyond the initial point of offering?   

And mind you, these are but the very “early steps” in the transformation of the total travel distribution solution … or for that matter, the whole of travel product itself.  

++++++++++

From GBN Presents …
“Inevitable Surprises: Thinking Ahead in a Time of Turbulence”

++++++++++
"Most organizations and most people assume that the world in front of us is basically continuous -- that tomorrow is basically going to be pretty much like today," [Peter Schwartz]  said. In fact, the opposite is true: We live in a time of perpetual discontinuity, a time in which bombshells and shockers are part of everyday life. "The surprise, …would be no surprise."
Yet most of these surprises can be anticipated; they leave trails and have antecedents. … "It is only an illusion of continuity, not the substance of continuity, that guides our strategy." 
Some Inevitable Surprises
The following are a few of the "surprises" [to expect] … highlighted during the presentation:

· We're nearing the end of retirement. 
· A continuing high-growth economy is inevitable. 
· We're moving toward a new world order. 
 
* "Disorderly" countries where chaos and rebellion are rampant and information and financial flows are broken; this includes most of Africa, parts of Latin America, and big parts of Central Asia.

* "Orderly" countries that follow a system of rules designed for them not to fight with each other; this group comprises traditional industrialized regions like Europe, Japan, big parts of Latin America, most of China, and most of India.

* The United States, aka the rogue superpower. "We're the guys who make the rules but don't play by the rules," Peter explained. "We find ourselves in this unique position with a super-dominant economy and a super-dominant military, and no one can even come close to catching us. And nothing on the horizon suggests that's going to change." 

Sources of conflict will rise out of that disorderly world, and the tensions are likely to be played out as the rest of the world tries to contain the United States. It's a position that the U.S. would be in even without George Bush in office. "Even if Al Gore were president today, I don't think the political situation I've just described would change in any fundamental way. This is structural, and inevitable."

· We are in the first stages of another scientific revolution. 
· Polluting technologies get clean. 
· Abrupt climate change is coming. 
++++++++++
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Inclusive in the transforming world outlined by Peter Schwartz is the travel industry:   and not an unimportant part of it. 

The opportunity to delve on each of the relevant points noted above, as they relate to the industry, is challenging.  But virtually each point impacts travel … in one way or another.  I cannot pass up the opportunity to reflect briefly on most … and perhaps a bit more on the issue of the new world order.  

Schwartz points out that, due to improved medical science and knowledge – retirement not happen when we’re 65.  He suggests that older people will not retire – rather, they will move on to new careers.  The impact of the multi-generational workplace is an interesting read – but important to the travel industry is that there will be more recreational or free time across the various levels of the work force.  In my view, it is quite probable that leisure travel will replace corporate travel as the dominant revenue source – as corporate travel manager manage spending with increasing control and bulk purchases (combined with corporations finding alternative technologies to effect distant communication) and leisure becomes increasingly “on demand.”  

Consider Schwartz’s premise that we are in the beginning stages of a new economy, driven by technological and scientific knowledge (as opposed to the Industrial age which was driven by supplier production).  Schwartz suggests that the economy will sustain itself for half a century.  While I am not necessarily so optimistic, it seems clear that the U.S. economy has recovered quickly from the recent dip and at every turn in every industry, seems driven by new knowledge and increased technology-induced productivity.  A strong economic base bodes well for any “communication” industry – and travel and airline industries fit very neatly into that “communication” niche (there is no other reason to travel but to communicate … or be communicated to – whether leisure or corporate travel).  

Of particular interest to OTWC readers in November/December of 2003 … is the issue of the new world order.  I’ve captured Schwartz’s key thoughts on this above; although when he spoke in 2003, he added a strong inference on the secular nature for potential conflict – between the secular values that serve the American culture and the secular values that predominate in the Middle Eastern culture.  His key point was that Europe and Asia will tend to serve as “buffers” – which will not only restructure the world order; but very likely the needs and destinations of both corporate and leisure travelers.  

It is also interesting to note how domestic travel … now, throughout most of the world … is swinging toward point-to-point low cost products; and how alliances are structuring to server the long-haul destination markets that connect the different geographic and world-order outlined structures outlined by Schwartz.  

The scientific revolution is discussed above as the reason that retirement will not happen at 65 and as the driver for this new era economy.  But the breath of the revolution perceived is expansive beyond that … involving technology that will change the structures of the materials and the components used in aviation; and may well transform the function of aviation.  So too, it will impact the computer platforms and communication tools that we use to distribute and/or acquire travel product. 

Polluting technologies are already phasing out … and it is not unreasonable to expect that aircraft will evolve non-polluting means of powering flight.  

And Schwartz suggests that the global warming problem is actually preceding a sustained period of very disparate climatic changes; and in particular, that in 10 years, Europe may will have the climate of Canada … Southern California that of Northern Africa.  10 years … well within our “business lifetimes” (about the length of time that Internet has been around) … and the impact of such a climatic change would, itself, transform the travel industry.  And Schwartz points to some interesting climatic features of today that point this direction.  

That said, there is no one who can foresee the future.  But Schwartz and his team have a pretty decent track record of evolving possible scenarios based on the collective whole of major trends.  

The problem is that we all live in our world of today.  We expect that what we see will extend into tomorrow … with change so transparent that we won’t need to plan for it.  For much of our travel business lives, it has always been so – until the last five years.  That so many expect the industry to remain pretty much as it has been … is exemplified in the (a) “revert,” (b) “finger pointing,” or (c) “turtle” mindsets.  

Conversely, the need for change is beginning to impact travel one in 10 travel intermediaries – and even a few of the vendors.  But these change-acceptors bring another set of problems – tied mostly to the disparate technology platforms and the necessary business processes to make these changed systems function in the “whole” of the travel industry.  The big three online agencies, a transformed airlines’ GDS bypass tool, alternative travel agency bypass solutions, direct digital tour access for agents and the quest of an interactive digital corporation that did not exist 10 years ago to dominate travel within three years – are all implemented and running on different technology platforms and serving different distribution channels. 

Of even greater concern is that these are largely “front-end” buyer-demand service solutions.  Few have begun to incorporate the operational transformation necessary to support, in real time, the delivery of solutions sold by these contemporary distribution solutions.  Thus, as new and different distribution solutions evolve to meet buyer needs; the supporting production and operational vendor platform resources are pulled to-and-fro in a tug-of-war that stresses the economic viability of many producers.  

And this problem is compounded as the … (a) GDSs strive to provide a distribution world that is what it used to be … (b) major airlines cut costs and restructure to provide airline seats that are what they used to be … and (c) hotels seek to regain control of their room rates … create a perception for most in the travel industry that nothing has really changed.  These tradition-bound folks would have the rest of the industry believe that these changes are competitive, each to the other; i.e., transparent – and that established products and modes of distribution will remain the norm.  

But as Peter Schwartz suggests, “the opposite is true: we live in a time of perpetual discontinuity….”  The travel industry is no different.  The industry is … from top to bottom … is in a state of transformation.  
The low-cost carriers are not competitive to the majors – but rather, an entirely different product offering.  Buyer-demand pricing structures for hotels are a reality of a bi-directional information hyperarchy and require new ways to value rooms.  Corporate management of travel costs is reversing the volume pricing models of airline seats, hotel rooms, limousine, and car rental products, to mention a few ... transforming the high-priced last-minute demand markets from corporate buyers to leisure buyers – while beginning to shift inventory risk from vendors to distribution outlets.     

It is a scenario that OTWC has been describing for five or more years … evolving to a point where the day-to-day observer can see it.  It is critical to understand … there is no going back. The airlines … the GDSs … the hotel owners – cannot reverse the expectations and needs of the buyer expectations.  Thus, it is important to stop trying to “revert,” “finger point,” or “turtle” – rather, it is necessary to focus on the path forward … to look for, embrace and use the change taking place all around us.  
Only through embracing and managing those parts of change that one can control – can one be assured of being a part the travel industry tomorrow.  

++++++++++
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� “Inevitable Surprises: Thinking Ahead in a Time of Turbulence”©  by Peter Schwartz (Gotham Books),  released in July 2003. Peter Schwartz is cofounder of GBN (Global Business Network) and its current chair. He is a well-known luminary in the scenario-planning world.  I participated in a session with Peter Schwartz in 2002 and my notes reflect very much what he presented to the GBN in July of 2003.  For a more complete overview, visit …  http://www.gbn.org/ArticleDisplayServlet.srv?aid=14200








