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Its leap year day!  Or is it leap-day of leap year?  And as usual, I’ve left OTWC’s to the last day of the month.  It is not something that I plan every month … rather, it just happens that way.  Part of the mental mind-set that goes with being, in the words of behavioral scientists, a perceiver (or, in the words of one of my ex-wife’s … a procrastinator). 


Eastman's "Off-the-Wall Comment(s)"©  ...    
As the eTurbo News piece points out, the perception of American management outsourcing labor tasks to cheaper overseas labor markets has become a BIG political issue.  Because most people fear for their own jobs, it makes “selling stories” to media even easier.  The eTurbo story cites United, Travelocity, and Delta commitments since the first of the year; and does not mention Casto.  It becomes a very emotional subject when people, even in the travel industry, are threatened with the demise, exportation, and/or replacement of their jobs.  

But, possibly for the sake of political expediency and media attention, we may be chasing a fallacy … pointing fingers because we are not prepared to recognize the real problem.  While I shared these thoughts with the Mifnet airline news group earlier this month, only a few of you participate in that group – so it seems equally appropriate to pass along the points.  

The December, 2003, and January, 2004, issues of Trends e-Magazine approached the issue quite differently … by looking at the trends of actions being taken by society.  Of particularly emphasis (and I paraphrase) …   

e-Trends Magazine -- January, 2004 … Pages 5, 6
1.  Manufacturing jobs are disappearing through the world, not just in the U.S.  
2.  From 1995 to 2002, more than 22 million jobs were eliminated in the manufacturing sector around the world … more than 11% of the total. 

3.  A study by Alliance Capital Management in New York looked at 20 large economies .. and discovered that in the 1995-2002 period, the U.S. was simply average in manufacturing job loss around the world, also at 11% of the total lost manufacturing jobs in the U.S.

4. Other countries lost manufacturing jobs even more rapidly… 

            Brazil at 20% rate

            Japan at 16% rate

            China at 11% rate (like the U.S. … at the world average)

5.  The world is not seeing job migration!

6.  The world is seeing increased productivity across the globe … output soaring more than 30% in some parts of the world, mostly the result of increased use of new technologies. 

7.  New technologies always cause some people to lose their jobs as business models become outdated, and skills grow obsolete; but new technologies always spawn new business models and processes that create entirely new jobs.  Examples include the industrial revolution in the early 1900’s or just more recently, the manufacturing job losses in the 1990’s that were replaced by the decade’s end with 20 million more employed Americans.  

e-Trends Magazine -- December, 2003… Pages 23, 24 
1.  The United Nations disclosed that 80,000 robots were sold worldwide between January and June 2003 … factory robots surged 35% in North America, 25% in Europe; and there is growing use of “service robots” (i.e., office cleaning, handling waste, etc.) moving into all industries. 
2.  Japan is the world leader in robot technology; fasted growing users are Brazil, Mexico, and China.
3.  Demand for robots is rising because new technology is driving the prices down and adding both flexibility and reliability to their functionality.
4.  Office and household use of “smart machines” will soar over the next three years per the U.N. report.  
These trends suggest that society is again, as in the migration from the agrarian economy to the industrial economy, in transition – from an industrial economy to a knowledge (or digital) economy – something to which readers of OTWC’s have already been alerted.  The important point is to recognize that jobs are not necessarily going elsewhere – but are being replaced by more new technology-driven tools and solutions.  This also suggests an even greater need for re-training skills … re-education of experienced workers to address the needs of the new economies.  

 

And lest this thought be related only to the issue of jobs going elsewhere, the transition dynamic seems to provide an equally close parallel to what is happening just with in airline industry!  The legacy carriers are being out-paced economically, structurally, and in product distribution by an innovative new type of carrier using new technology and new business models to better identify, respond, and serve buyer needs; and the “labor” elements of the legacy carriers (i.e., executive management as well as flight crew, information systems managers, marketing or accounting staff) are locked into non-competitive skill sets … which will require retraining if those legacy carriers are to survive!  

Within our industry, the airlines tend to be the most visible (or have, historically).  But the airlines are not alone in being confronted with archaic business structures and processes.  Since the beginning of the year, our consulting entity has talked with … two hotel, one tour, two big corporate, and two travel agency …  booking intermediaries – all of whom wanted to build a web site to offer their “proprietary” negotiated rates or services via Internet.  The software solutions they wanted to built were, without exception, too little, too late, and too-linked to the way the people-oriented travel business has been done in the past  

In the new knowledge paradigm, digital technology allows control of outsourcing; digital technology allows the automation and robotic replacement of what were formerly human manufacturing or agent skills; and digital technology replaces the mundane human interactions with decision-making with interactive response – freeing humans to deal with exceptions (good and bad) and enabling people to focus on “people-like” issues pertaining to strategy, tactics, service, and logistics planning!  

And that is what the e-Trends Magazine trends reports are telling us is happening!    




Eastman's "Off-the-Wall Comment(s)"©  ...    
Did you note that (a) Kiosk’s are becoming hotel check-in tools … which suggests that Internet, PDA, or automated cell-phone check-in (using either IVR type tools or instant messaging) are not far off,  (b) both Marriott and Carlson hotels are using IAC/Expedia as an interactive booking solution … important in the  perspective of dynamic packaging of private label branded products, and (c) NLG is expanding to via Sam’s Club retail outlets … mass volume marketing via mass volume retail outlets to reach niche (as if Sam’s or WalMart were a “niche”) or already existing loyal purchasing groups for packaged products; almost the inverse of frequent flier programs where the supplier attempts to build the loyalty group with the rewards program.  

There are actually two dynamics in play in the clips above … the first dealing with the expanding technology paradigm and the second dealing with the expanding technology induced distribution paradigm. 

From a pure technology perspective, wireless check-in kiosks … particularly using touch screen … are merely a security password away form using a handheld wireless PDA.  The hard part … and the reason I suspect that it has only moved to kiosks for the moment … is issuing a room key.  But a kiosk to deliver you a room key as you exit an elevator at your floor is as viable as making the guest seek out a kiosk someplace near the check-in center – and potentially far easier, convenient, and faster for both guest and the check-in center; particularly when dealing with large groups arriving for an event or a busloads of arriving tourists. 

The second dynamic deals the changing flow of the travel product distribution.  On the one hand, as the PhoCusWright study seems to say, online supplier distribution channels have become a dominant distribution channel. The airline side of this dynamic has been greatly impacted by the rapid market penetration or acceptance of airlines like Southwest and JebBlue; carriers that focus on selling via web distribution outlets.  On the other hand, as the actions of Carlson and Marriott suggest, intermediary branding distribution channels are also taking hold – in large part, due to their ability to provide the dynamic interactive packaging that the PhoCusWright study suggests is a requirement of the future. 

And it is interesting that we see, once again, an effort to leverage the volume retail outlet distribution channels with a travel product offering.  But rather than the “service center” offerings of the past, the concept is to offer self-booking web-enabled “packages” that would appeal to the type of shopper that is drawn to a Sams Club.  As I note above, it is almost a frequent flier program in reverse – seeking to offer product linked to an already affiliated loyalty group of buyers; in lieu of attempting to induce loyalty through award points.  

As is often said in OTWCs … the dynamic of the travel product and its distribution process are in a state of significant technology evolution … driven not by suppliers; but by the demands and expectations of buyers!  Those suppliers that can expand their interactive distribution and operational channels fastest and furthest have the best chance of survival.  Those suppliers that remain entrenched in the business processes and models of the past … simply will not survive.         


Richard, 

I generally agree with almost everything you write....and always appreciate the wry wit that accompanies it.  However, I must take issue with one point in your Jan 31 letter....or perhaps I am missing something. You write: 

<< 2.  Within the next six months, all the GDSs will restructure their air, hotel, and car agreements into "preferred" packaging solutions - where preferred client products get preferred positioning. >> 

I believe that at least one....and probably more....of the GDS's will retain a strictly unbiased display, because this is what travel agencies and consumers want. Corporate travelers also want an unbiased display as a base, to which they can apply their own hierarchical bias based on discount agreements and market share delivery needs. But both agencies and purchasers want an unbiased database and display as a basic platform -- and this is where GDS's provide value, along with providing 95% plus of the available supplier inventory. I would agree that if the GDS's pricing policies result in loss of substantial supplier participation and inventory, then most of the GDS value disappers. 

As always, thanks for your insights, 
regards 

John Heilner 
Vice President 
Management Alternatives, Inc.
++++++++++

Hello John …
 
First, let me agree that the six month window might be a bit soon – but not because of the desires of travel agencies and consumers.  Six months is likely to be too soon to make the change technologically!  
 
It is quite possible that one or two of the GDSs may … key word, “may” … opt to provide some sort of “unbiased” display alternative to those desiring it.  But as with the “unbiased” displays that preceded the CRS rules of the 1980’s and 1990’s … these possible new unbiased offerings will still be able to be manipulated by the algorithms within the legacy host systems.  
 
The interesting thing to consider is that few travel agents … let alone consumers … would know or even care about GDS biasing.  This is even MORE relevant when one considers the evolving dependency on (a) Internet booking sites by knowledgeable buyers, (b) single carrier service, (c) alliance partners when a single carriers is not available, and (d) low cost point-to-point carriers.  Most travelers know who and what they want when they reach out to the automated aspect of the distribution system … so biased or unbiased displays are almost irrelevant.  
 
The GDSs, of which only SABRE has the opportunity to transform its hosting platform into a really cost-effective manageable information tool within the six months before the laws lapse, cannot afford wide variances in their product offerings – so they will elect to “sell” preferred positioning to key airline, hotel, car, and tour vendors initially.  They will link those offerings to packages which will “pop-up” as a secondary display in the legacy systems.  

The transformation will start subtly because of the technology limitations … but as Sabre brings more and more of its new technology platform online, the other’s will be forced to re-tool, re-structure, or exit.  I suspect that Galileo (i.e., Cendant) will be able to keep pace with Sabre – using Cendant’s IP bridging technologies.  But I do not know enough about the Cendant architecture to know if it will be able to feed data back through the legacy Galileo host.  In fact, I doubt it; while Sabre’s new technology eliminates the feedback problem.  Worldspan is an unknown; beyond the fact that they have not yet launched anything that would represent a competitive alternative to their current platform.  And Amadeus appears headed in an entirely different direction; more closely tied to what seems to be evolving in Europe.  
 
But in the end, in my opinion, it would not make any difference what the GDSs did in response to the needs of travel agents or consumers.  The GDSs are already beginning to feel the economic pinch of eroding segment fees and diversion to other alternative distribution solutions – and the costs of maintaining their current technology platforms (or transforming them for those wanting to make the effort) are so great, that the GDSs will be forced to offer new bias’ marketing alternative to the airlines to sustain the GDS revenue base.  The real question will be whether enough of the legacy airlines will be interested; but expect that the “packaging” opportunities of the tour vendors and their own retail outlets will be of sufficient incentive to induce the bias in support of the added revenue.  
 
As much as a single source neutral source for travel information seems preferable – it just does not seem to make economic or marketing sense once the CRS rules lapse.  The transition may take more time – but I suspect that within three to four years, we will all have transformed to some sort of “search” tool that works like GOOGLE – except that the request is formulated to reflect a travel package request in lieu a clear-cult set of structured commands necessary to retrieve data from the highly structure hierarchal data structures of today’s GDSs and airline hosts.  
 
Purely my opinion … and certainly an important aspect to watch in the coming months.  
 
// Richard 
++++++++++

John responded the following day … 

Richard, 

I agree that the economic pinch on the GDS companies is strong....and growing. And this will lead some of them to bow to the seduction of preferred partner incentives. 

But knowledgeable consumers, and certainly most corporations, do want unbiased, complete, user friendly, integrated displays of their travel choices and a quick and easy process to book after seeing the alternatives. (With the caveat that those companies and other organizations will superimpose/bias their own preferred choices. I won't try to talk for travel agencies these days -- having been one; I must admit they can be bought by supplier incentives … as long as the supplier's price is competitive.) 

These knowledgeable buyers very much recognize the dependencies and supplier alternatives you cite above.....but the whole point is that they are not willing to cast their lot with just one of them....they insist on seeing and comparing all the alternatives. Thus the rapid growth in 2003 of web (and other "lowest fare") inventory through the GDSs. Also a continuing dilemma when Southwest, JetBlue and Ryanair are not available in a GDS or one of the on-line booking systems. The technology company that can provide all these choices side by side, and user friendly, will be a winner. Maybe it won't be a GDS. For example, American Express now claims that its "on-line agency" does include access to SW and JetBlue. 

regards, 
John 
++++++++++

Hi John… 
 
<< But knowledgeable consumers, and certainly most corporations, do want unbiased, complete, user friendly, integrated displays of their travel choices and a quick and easy process to book after seeing the alternatives >> 
 
I suspect that you and I see the world differently here.  As Emerson says … “People can only see what they are prepared to see.”  Knowledge is a function of what one is prepared to see – or paraphrased slightly differently, what one wants to see.  
 
Knowledgeable buyers (i.e., consumers, including corporations), want to buy what they want to buy … most cost effectively and efficiently – and they do not want to be bothered by non-extraneous information!  That is why bias exists in the first place.  
 
That is even more important to a corporation, because a corporation is a collection of consumers trying to act as one.  Accordingly, the collective whole must find ways to filter out the extraneous information even more successfully than the individual buyer with a self-controlling mechanism for buying.  But the fact remains; a corporation is still “a consumer” … a buyer!  
 
Thus, the only question has to do with who is controlling the bias!  Does the supplier control the bias, as in the past – or the buyer control the bias, as in the future (which is what you say when the buyer wants to “integrate displays of their travel choices”)?  
 
Given that bias will exist – how does the intermediary make money from it?  On the one side, the intermediary serving the buyer will create tools to bias in favor of the buyer.  On the other side, the intermediary serving the seller will create tools to bias in favor of the seller.  The problem for the GDS is that their core technology cannot make the minute changes fast enough to bias vast numbers of retrievals in favor of individual buyers (consumer) … but they already have the tools to create bias in favor of the seller.  Thus, preferred vendor bias options become a “path of least resistance.”  
 
Further, because the GDSs must cede the corporate biases to agencies and other intermediaries, the bias preferences of the GDS will have minimal, if any, impact on these intermediary tools – since those tools already sort out non-essential information anyway.   
 
As for those that are “not willing to cast their lot with them” … they will remain independent and they will build tools that remove the bias that they perceive is being fed to them.  “Independent,” that is, to the point that their personal bias permits them to be.  And those very people will build software solutions to “remove” bias or protect against their perceptions of bias. 
 
This is a reality of the physical world outside the travel industry, even in this day and age.  When you shop for a computer or a PDA at Best Buy, Circuit City, Micro Center, CompUSA, Target or Wal-Mart – you are essentially substituting one bias or knowledge factor in favor of another bias or knowledge factor.  That’s true whether you do it by walking into the store … or via their online shopping tools.  Dell makes a living off of eliminating these middlemen bias … or eliminating or substituting one of the bias or knowledge factors!  
 
Not withstanding all of the variant “packaging” of the retail and marketing aspects of the computer or PDA analogy above, the core ingredients of the computers or PDAs are essentially from the same originating suppliers and are packaged essentially the same way; reflecting only minor bias in the manufacturing process.  

So what’s so different about that and packaging a travel itinerary?  One may have a preference for an Intel or an AMD computer chip … as one may have a preference for a Hilton or a Hyatt – but how many people know how to package all the rest of the product to fit the buyer’s need and/or preference in the given state of use?  
 
Bias is a form of knowledge.  Whether a buyer chooses to use the offered bias or not, is also a form of knowledge (or inverse bias).  Automating bias is a form of excluding extraneous information.  For those people who do NOT want to be bothered with the details of how to manufacture a computer (or travel itinerary), “packaged bias” is easier than trying to decide how to manufacture a solution.  Again, the path of least resistance!  And those “independents” that want to ensure an inverse bias in the “manufacturing process” … they will make a living doing it for others who perceive a derived benefit.  
 
I do concur with you that over time, there will no longer be a GDS as we know them.   A good search engine  will search all of the available Internet sources – thus forcing virtually all vendors to offer their products via an Internet solution provider in one form or another.  
++++++++++
On that note, we’ll call it a day (besides, I’m at the end of the page), 

\\ Richard  






eMail dialog (edited) With John Heilner, February 4 & 5, 2004


(regarding Jan 31 Off-the-Wall Comment(s))





The format of the following reflects the e-mail correspondence between John and me, rather than the typical OTWC structure, because these were thoughts built one on another.  I hope that John does not mind my sharing his thoughts with other readers.  I generally ask … but neglected to on this occasion.  I feel that John’s questions were legitimate and reflect the feelings of many others; and my responses are my views or perceptions only.   John begins … 





From PhoCusWright’s FYI©, February 26, 2004


…. [On line] Consumers often turn to suppliers for reliability and customer service. In fact, per the report's findings, suppliers are now considered to offer better customer service than even traditional travel agencies. Through aggressive brand promotion, increased inventory availability and online channel discrimination, supplier Web sites now "own" more than one-third of the air and more than one-fourth of the hotel reservation markets. 





Since 79% of online combination purchasers (air, car and/or hotel) create their own packages by buying components separately, dynamic packaging options and tools will be critical to success for players in all channels. Also important are upselling and cross-selling strategies for vacation packages since 59% of those surveyed for The PhoCusWright Consumer Travel Trends Survey Sixth Edition said they are interested in purchasing pre-bundled packages online in the future. ….





From Travel Technology Update©, February 10, 2004


 Marriott International’s announcement that it signed a merchant-model agreement with Expedia and Hotels.com that signals the start of a new phase in the relationship between hotel chains and third-party distributors …. The agreement provides Expedia.com and Hotels.com with net-rate inventory at most Marriott brands, representing more than 2,000 properties in North America: ….
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From Travel Weekly’s Technology E-Letter©, February 18, 2004


Hilton Hotels said 10% to 12% of guests at the Hilton New York and the Hilton Chicago are using self-service kiosks to check in, only a few weeks after Hilton installed the units. The wireless, touch-screen devices can be used for checkout, as well ….


Carlson Hotels Worldwide contracted Expedia to provide a private-label, vacation-packaging tool for the Web sites of Carlson's brands [which permits] vacation-packaging [that] can combine a flight and/or car rental with hotel purchase [and] destination activities. 


The National Leisure Group is providing Sam's Club, a discount club division of Walmart, with a private-label booking engine for the Sam's Club Vacations site that comes with dynamic packaging.





From eTurbo News.Com© February 26, 2004


A growing number of U.S. airlines and online travel companies are sending customer service jobs overseas to reduce costs, latching on to a broader economic trend as the industry strives for profitability. It's the concept of "outsourcing" which has loomed large in the political debate over lost jobs in America.


�From BTNBlast.Com©, February 9, 2004


Eight months into a program that cuts its costs in half by using a 40-seat call center in the Philippines, Casto Travel of Santa Clara, Calif., soon will market offshore fulfillment to other travel companies through a pending spinoff known as Casto Solutions.  With the notable exception of American Express, Casto is one of the only corporate agencies to service North American travelers from more economical offshore locations. 
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