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As some of you may have noticed (three actually asked) … there was no January “Off-the-Wall Comment(s).”  January proved to be a difficult month; I was somewhat (actually, probably more than “somewhat”; you’d have to ask the doctors) “under-the-weather” from the 2nd through the 18th – and did not put in a full day’s work until the first week of February.  So my 2005 has only been about 28 days long as I write this; having missed virtually all of January.  My apologies if there was something in January that I should have reflected on. 

Oh, as an aside, for those of you wondering what I was sick with; I/we don’t know.  They are still running tests; another set tomorrow!  

 

Eastman's "Off-the-Wall Comment(s)"©  ...    
As the ellipses indicate, I picked this quote from the middle of the essay and removed a number of explanatory sentences and paragraphs in an effort to capture the essence of Ellie’s message.  As noted, this white paper << Dynamic Packaging For Traditional Travel Agencies >> is part of the process of becoming a CTIE (Certified Travel Industry Executive) by The Travel Institute.  It is five pages of interesting and easy reading; and OTWC readers that own travel agencies would do well to request this document
.  

That said, Ellie’s essay was never intended to address the particularly critical element of pricing.  She uses the opacity of pricing in dynamic packaging as one of the criteria that she believes will drive suppliers to dynamic packaging.  In this, I believe she makes a correct assumption.   Still, while currently a very real supplier derived value, I suspect that opacity of pricing will wane in importance somewhat as dynamic packaging technology evolves; to be replaced by the need to interactively package against buyer needs in real online responses.  

There are a number of dynamics to pricing that few of us really spend anytime dealing with.  The travel industry has been pricing the way it has for so many years that pricing “just is.”  In December’s OTWC, I noted, << The premise of Internet as a low-price buyer distribution channel … is a concept held high by many. In the travel industry, it has been hammered home because the complexity of the legacy technology used in airline distribution virtually mandated that Internet travel agencies solve the easiest business processes first; and move up the business technology ladder one step at a time. So low fare solutions became the mantra of Internet travel offerings. >>.  

Pricing dynamics are based on some pretty well established and proven models.  Price is not all-important in explaining success in any given market.  There are at least three other areas of product marketing that drive success in a market – including the product itself, the distribution channel(s) and product promotion.  Still, price represents the perceived value of the whole product that the buyer is acquiring relative to the buyer’s perception of value – including the non-price benefits that accrue to the buyer.  

Essentially, price is the value placed on a transaction – on whatever is exchanged between the buyer and the seller.  Price is set as a function of the seller seeking specific objectives – objectives tied to profitability, market share, volume, meeting competition prices, sales maximization, product mix, market entry or exit strategies, etc.  Against that matrix of external issues, one must balance internally the issues of product segmentation, costs, overhead, substitutes, and the external reality of price elasticity (or lack there-of).  

The buyer’s dynamic on price is typically set on specific objectives as well – objectives tied to convenience, appropriateness to the task required, various needs, alternative solutions, etc.  There is one aspect of buying that often confounds both seller and buyer alike; that of psychological price – what price is perceived as the right price for the buyers “status” in the world.  Psychological price is as important in corporate buying as it is in personal buying.  As the saying goes, “nobody ever got fired for buying IBM.”  Price is largely perceived as a “cost” in most buying situations. 

One of the dynamics that seems to be evolving in the new Internet driven information world is that the traditional pricing criteria for pricing travel products are in transition.  The oligopoly of air travel that once belonged to the airlines is transitioning to a market characterized by broad competition – where many producers compete with very nearly identical products.  Every airline is sensitive to actions taken by its rivals; including pricing.  As are hotels, car rental firms, limousine companies, etc.  This oligopoly model has existed and actually evolved in and around GDSs for the better part of 40 years now.  Control of the oligopoly through product offering and distribution channels benefited travel agencies as well. 

With the evolution of the digital information world, the benefits derived of the oligopoly have eroded rapidly – but the managers of airlines, hotels, and other travel vendors still act and think as in terms that reflect an ongoing existence of the past oligopoly.  

Price elasticity reflects the degree to which demand changes when a supplier changes a price.  Keep in mind that price is not just the price of the product – but the value that the buyer puts on whole of the exchange.  If suppliers can increase revenue by raising prices even though demand drops … price is considered elastic.  Equally, if a small drop in prices significantly increases demand, price is elastic.  

Conversely, if a small price cut causes no rise in demand, or a small price increase does not boost revenue, then price in inelastic.  Essentially, if prices are elastic, a change in prices causes a change in demand or revenue the opposite direction of the price change.  If prices are inelastic, demand will follow the direction of a change in price.  As products evolve into commodity offerings, the elasticity of pricing erodes.   

The initial impact of the Internet on travel was to change the distribution structure … to effectively lower internal costs for the suppliers.  Internet created a elastic pricing environment.  

What the suppliers failed to recognize was that the initial economic gains could not be fully capitalized on because the rest of their internal cost facets could not be quickly integrated to the new lower cost distribution solutions.  The oligopoly was (and is) constrained by its legacy internal business processes.  

The pricing advantage that the suppliers thought they would gain were real – but are now offset by new entrants in the distribution channels; entrants that have gained critical mass among buyers; particularly in the simple pricing structures that continue to prevail because the legacy suppliers have not yet been able to adapt their internal product production and related information systems to deal with the new alternative distribution solutions.  

The problem is compounded by the fact that many new entrant airlines do have production processes that can respond to the demands of digital pricing … which has created an environment within the airline segment of travel where the new entrant carriers have elastic pricing structures in production that the legacy carriers cannot match.  Combined with the competitive environment derived of the digital information that now dominates the single-product offerings in travel, the inelasticity confronting the legacy carriers is driving most to the brink of bankruptcy. 

Essentially, the industry has transformed itself from an oligopoly of quasi-elastic pricing driven largely by brand – to an inelastic distribution structure where seats and rooms in the oligopoly of travel have neutralized themselves as a result of the pricing information that has become available via the Internet.  In markets where the oligopoly still remains dominant – to a greater or lesser extent, most of the rest of the world – airline and other suppliers remain largely profitable.  But in the North American information-dominated world, inelasticity in pricing is forcing a restructuring of the entire travel industry; forcing the legacy carriers into bankruptcy, enabling new markets and services by new entrant carriers; playing havoc with the traditional GDS and travel agency structures as buyers by-pass, circumvent, restructure, and search out alternative information-driven solutions to travel.  

While some of the European airlines have come to understand the impending peril represented by the ever-expanding demand by buyers for more diverse and broadened information – I’ve not seen that kind of understanding among the other suppliers and the other distribution channels.  The rest of the world lags even further behind.  They remain enamored by the fact that the traditional oligopoly of travel product and distribution seems to remain intact.  This perception is valid because of government control over data transmission has kept the cost of access to the Internet very high from most users.  In Asia and most other parts of the world, the issue has been lack of widespread communication networks at all.  But both of these inhibitors are rapidly being overcome – not by the Internet as it is known in North America; but by digital cell-phone technologies that by-pass the traditional data transmission structures in Europe – and open up totally new access to digital information throughout the third-world countries without the need for physical data transmission lines.  

All that is to say, the rest of the world will shortly follow the dynamics that are currently transforming the U.S.  

All of which brings me back to the pricing dynamic.  As digital information increases the speed at which pricing information can be shopped, compared, and acted on – the “value add” to buyers will become increasingly focused away from pure low price – and will better reflect the other aspects found in pricing … (a) convenience, (b) interactive digital dynamic packaging of solutions that reflect the buyers needs or desires, and (c) and the appropriate aspect of psychological pricing as expected by the buyer.  

Psychological pricing is that dimension of pricing that tends to establish product quality with the price charged.  There are numerous examples of psychological pricing in travel – the first-class seat versus a coach seat come immediately to mind; both seats get to the destination at virtually the same time.  Yes, there are some perceived value-add benefits to the up-scale seat like more attention, better food service, bigger seats – but hardly enough to justify the price difference (most airline first class seats are consumed by upgraded passengers – not passengers paying first class prices).  Another example is currently reflected in the tour product offerings provided by Expedia; and virtually identical tour products sold by Expedia-owned Classic Customer Vacations through travel agencies!  

Essentially, the perceived pricing advantages derived from Internet distribution channels will wane away as technology enables all suppliers to participate with equal presence in the dynamics of digital distribution.  The quasi-elastic pricing structures controlled by the supplier and distribution oligopoly will erode – to be replaced by competitive market pricing structures where real costs and perceive value will drive price, not the oligopoly.  

In such a open information driven competitive market place, the ability to know one’s customer … to buy or offer product through dynamic interactive packaging that best reflects the buyer’s expectation or needs … will provide the convenience and psychological pricing that will enable value-added mark-ups in delivery of travel product.  

To some extent, that very dynamic is upon us even today (note the example of Expedia and Classic Custom Vacations above); and it can be expected to compound in dimension and speed over the course of the next three to five years.  Successful travel intermediaries of the next few years will be those that can develop digital product offerings with integrated customer relationship tools targeted at meeting buyer’s needs and expectations!  


Eastman's "Off-the-Wall Comment(s)"©  ...    
I am in debt to Bill O’Conner of the Denver Consulting Group for pointing out the quote above.  The issue of how people use digital communication tools is an important aspect that needs attention.  

Probably the most important point to consider in this information-driven world is the buyer.  There is this great tendency by all humans … including those who manage, buy and/or sell travel products … to think that “the other person” knows what you know, thinks like you think, and shares your experiences.  While we intellectually know better, we have great difficulty in getting our “intellect” to deal with the world we live, work, and play in.  In some ways, this premise can be attributed to the fact that “we know what we know;” and assume that others “know what we know” too.  

It is in this vein that senior managers tend to base their strategic, tactical, and action plans.  It is against these successful experience criteria that managers judge the information that is provided to them – measure progress – and invest in the plans that they perceive will lead to the success of the business entity they represent.  Accordingly, travel agency owners tend to think that there will always be people wanting to do business with a retail travel outlet.  In that same logic, the GDSs, airlines, and many other major travel suppliers seem unable to understand the impending demise of their oligopoly distribution channel that has served them for 40 years; and have failed to re-invest in re-inventing themselves while pursuing pricing and business process strategies that simply virtually invite alternative solutions into their respective markets.  

As noted in September’s Off-the-Wall Comment(s), there is an excellent piece in the September issue of Trends eMagazine pertaining to the new generation of people now well into the work place … what Trends calls the “Gamer Generation
.”  Others call this the millennial or dot-com generation.  But I’ll stick with “gamers” for now because they clearly represent a diametric opposite from those in the “baby boomers” that now dominate the decision-making processes in businesses.   

As noted in September, “gamers” have a different perspective on how to deal with work and life in general.  Consider this excerpt attributed to “Got Game: How the Gamer Generation Is Reshaping Business Forever

The player’s the star. “You are the center of every game, unlike Little League, where most kids will never be the star.” 

The gamer’s the boss. “The world is very responsive to you. You can choose things about reality, or switch to different experiences, in a way that is literally impossible in real life.”

The gamer is always right. “Like shopping, the whole experience is designed for your satisfaction and entertainment; the opponents are tough, but never too tough.”

The gamer’s an expert. “You have the experience of getting really, really good — especially compared to others who actually see you perform.”

The gamer’s a tough guy. “You can experience all sorts of crashes, suffering, and death — and it doesn’t hurt.” 

The authors also found that the gamer’s experience colors his view of the world in five fundamental ways:

There’s always an answer. You might be frustrated for a while, you might even never find it, but you know the solution exists.

Everything is possible. You see yourself or other players consistently do amazing things, such as defeating hundreds of bad guys single-handedly, or beating the best NBA team ever.

The world is a logical, human-friendly place. Games are basically fair. Events may be random but not inexplicable, and there is not much mystery.

Trial-and-error is almost always the best plan. It’s the only way to advance in most games, even if you ultimately break down and buy a strategy guide or copy from others to succeed at the really hard parts.

Things are (unrealistically) simple. Games are driven by models. Even complex models are a lot simpler than reality. As a result, gamers tend to relate to other people in certain specific ways. 

Got Game identified five relational characteristics:

It’s all about competition. You’re always competing; even if you collaborate with other human players, you are competing against some character or keeping score.

Relationships are structured. To make the game work, there are only a few roles people (real or virtual) can fit into, such as competitor/ally and boss/subordinate.

We are all alone. The gaming experience is basically solitary, even if played in groups. And you don’t experience all of the activity, for any sustained time, as part of a group.

Young people rule. Young people dominate gaming. Paying your dues takes a short time, youth actually helps, and there is no attention paid to elders.

People are simple. Most people in games are cartoon characters. Their skills may be complex, multi-dimensional, and user-configurable, but their personality types and behaviors are simple. There are big and strong, wild and crazy, beautiful and sexy, and a few other types. That’s it.

And, what messages do gamers take from the gaming experience? The authors identify these five key principles:

Rebel. Edginess and attitude are dominant elements of the culture.

Be a hero. You always get the star’s role; that is the only way to succeed or get satisfaction. 

Bond with people who share your game experience, not your national or cultural background. It’s a very global world, in design, consumption, and characters, and in the phenomenon of the game generation. 

Make your own way in the world. Leaders are irrelevant and often evil; ignore them. 

Tune out and have fun. The whole experience of gaming is escapist. When reality is boring, you hop into game world. When a game gets boring, you switch to one that isn’t.   

Similar thinking is reflected in the March-April 2005 issue of “The Futurist.” :

 << Developed societies will increasingly take their cue from Gen X and millennial [“Gamer”] generations, rather then the baby boomers who have dominated its thinking for most of four decades.  This will tend to homogenize basic attitudes throughout the world, because Gen X’ers and millennials [“Gamers] around the globe have more in common with each other than with their parents. >> 

Note the number of independent characteristics prevalent in Gamers.  Note the global perspective that seems to evolve.  Note the self reliance and the rapid pace of problem solving this generation posses.  Note the aversion to groups and the almost equal aversion to elders and the way that groups or elders do things.  Note the “just-in-time” mentality … the acceptance that the solution they seek will evolve in the timeframe when they expect it.  

Now reflect on these values as compared with the values you have personally.  If you’re of my generation … or in the older group of “baby boomers” – these “gamer” values are pretty close to opposite of what has achieved success for most of us with our experience.  The “Generation Y” and younger “baby boomers” reflect values that trend away from the dependence on others, participation in groups, accepting advice of elders and acceptance of bureaucratic processes that delay or re-structure what is expected or when it will be delivered.  

Yet it is these latter folks, as noted early in this comment, that are making financial investments and strategic planning to build, offer, and support the tools that will deliver the travel products that the “gamer” generation is now buying!  And interestingly, the general economic health of most Western cultures ensures that the “gamer” generation has far more discretionary buying power at a much younger age then did their parents … or those that now provide management approvals for investments in new tools. 

Consider how the “gamers” expect “just-in-time” delivery of answers to their queries.  Keep in mind that these are people who have never known a world of paper processing.  Their schooling has been digital … their research has been done using Google-like search tools (not the local library) … they communicate on-line via text-messaging using their cell phones at virtually any moment they need information.  Simply stated, “Gamers” not only expect interactive integration of the products they seek; but expect the solutions to reflect their personal perceptions of what an experience should be. 

These are people that use cell phones as a tool of communication.  They have no problem … even prefer in most cases … to deal with interactive voice solutions; where speed of communication and their need for control can dominate.  As they play “the game more”, they come to expect rewards … rewards that are often reflected in the psychological pricing of products.  They key to successful up-pricing will be the “success” that they have playing “your game.”  But it is important to recognize just how quickly they will abandon a boring or non-productive “game” to seek out an alternative that offers more excitement or more accurate packaging of their product needs.  

Still, it is important to realize that the new generation buyers are still people.  While they process information much faster with far greater accuracy against significantly different expectations – the decision-making processes within the individuals remain essentially … human!  The temperaments and mental contemplation that goes into the decision making process may be expanded by greater breadth of information and knowledge – but the process remains the same.  

In my generation, we searched travel solutions in newspapers and magazine.  In today’s generations and those going forward, the search is done digitally.  Where advertising and planted publicity stories became the fodder of the initial answers to “what do I want to do on this vacation?” … the responses triggered by Google, Yahoo, AOL, and MSN-like meta-search engines will trigger the mental dreams of the younger generation of travelers.  Where “pricing deals” published in the paper or passed to corporations by sales representatives on paper drove corporate buying programs – real-time searches compared to direct-access corporate digital pricing will become the core of corporate travel management as we go forward.    

The metasearch travel providers noted in the snippet that lead to this now multi-page diatribe would have you believe that buyers will purchase from the results found in the search response.  The more established retail sites would have you believe that the buyer knows to come to their site in lieu of the metasearch solution.  In today’s world, that is probably true.  That’s one of the reasons that metasearch paid advertising results will retrieve paid URL advertiser links to sites like Travelocity.Com, Expedia.Com and any number of other online sellers serving a destination.  Still, the airlines and other travel suppliers,  the established Internet travel agencies, and even the more traditional travel agencies now providing corporate web sites tailored to corporate needs – are primarily dependent that the bulk of the travel buyers “come to their digital mall” to consider alternative product offerings.  

That is going to change.  Metasearch type tools will come to dominate the digital world.  It will be the first and primary contact point for almost any question … often preceding interfamily or inter-business queries.  Knowledge is power … and knowledge obtained from others is suspect in the “Gamer” world.  Knowledge derived of one’s own research is thus, the base upon which other decisions can be made.  

That does not necessarily mean the demise of dynamic packaging.  In fact, dynamic packaging must exist whether it is sourced at an “Internet mall” or via a metasearch engine response.  The key dilemma for the supplier will be responding accurately to the metasearch queries to ensure that searchers settle on your product offering; i.e. do not discard your response in favor of alternative product offerings.  

Remember the years where the airlines went to great lengths to ensure that their availability displays were positioned on the first page that an agent saw; or the second page if you did not provide a non-stop or direct flight?  A position any lower than the second page of an agent’s display virtually doomed the ability of the airline to get bookings from an agent.  Well folks, metasearch engines are going to mandate the same kind of attention – and the keyword criteria to ensure being retrieved on the first or second page of a metasearch response are far more complex than those of the GDSs.  And, in fact, they vary from metasearch engine to metasearch engine.  

As an experiment for yourself … go to << http://www.yahoo.com/ >>, << http://search.msn.com/ >>, and << http://www.google.com/ >> and query each with the same identical question.  I do not subscribe to AOL and cannot do an AOL search.  The question might be a destination, a book’s name, your company’s name, etc.  It does not make too much difference.  Consider the response you get.  Virtually all of the response will reflect aspects that focus on your question … and provide a list of paid advertisement links that are deemed to be appropriate to your query by the service’s advertising algorithm.  

As an example, I used a search criteria, “Family to Tahiti.” 

The first four responses (about ½ a page) on Google feature 
Tahiti Family Vacations, Tahiti Family Hotels, Tahiti Resorts ...
Looking for my granddad family Tamiau - www.ezboard.com
Tahiti Honeymoons - Tahiti Weddings – Tahiti overwater bungalows ...
Tahiti Family Holidays Accommodation


The first four responses on MSN Search feature …

Our Worldwide Work: News of the Family's International Work and ... 
Discount Tahiti vacations, cruises, honeymoons, adventure travel to ... 
Honeymoons in Tahiti by Expert Family Travel
All inclusive Family Vacation, Club Med, BEACHES Negril Jamaica ... 
The first four response on Yahoo returned … 

Hankey Family Albums - Tahiti Family In Tahiti.



 Honeymoon in Tahiti



 Tahiti Family Vacations



 



Google had one paid cheap fares outlet ad, MSN Search had no paid URL ads, and Yahoo had two featured and five secondary ads – all offering online travel sites. 3 of four of the primary displays in Google offered travel solutions. The lead MSN display was for a church group, although the other three were travel.  The lead response on Yahoo took the responder to a personal family’s picture album about their trip to Tahiti.  And not one of the sites was a repeat, not even the honeymoon locations!

This is going to change as vendors learn how to position their products to be retrieved by the metasearch tools.  As travel distribution moves more and more into the interactive digital world, real-time dynamic packaging of travel product offerings is going to necessarily be included in metasearch responses.  
More important, those digital travel vendors that can recognize the key words and provide integrated solutions in response to those key words will soon begin to dominate the metasearch solutions.  As the metasearch tools modify their display algorithms, the vendors seeking to be displayed on the basis of the key words – which modify and enhance their key word criteria.  

And at this juncture, it is necessary to point out that metasearch engines will soon service cell phones … and that product offerings in response to a click on your query response will necessarily need to recognize whether the response is being sent to a full screen Internet terminal, a partial screen PDA or picture cell, or a text-only cell phone.  This is particularly true to the extent that travel product offerings are marketed in Europe, Asia and/or third-world countries where wireless technology is more dominant than Internet.  The marketing, advertising, and dynamic packaging dimensions in this digital environment become far more complex than any we have known in the past.  

Still, this business model is little different than the ads that travel marketers put in newspapers or magazines … each learning from the other and each seeking a new “catch phrase” or “exciting picture” to pull in the reader and direct them to an outlet that provided their product.  The new medium has simply become digital … faster, automated, dynamic, and integrated!  

One of the interesting dichotomies of this new distribution dimension is the ability of smaller packagers (i.e. travel agencies) to serve niche markets … niche in the sense of specific destination, specific product offering, or unique product packaging dimensions.  The digital world is ubiquitous.  Yes, the buyer will default to a known brand when two products are considered essentially the same – but the buyer will also respond to the packages that best fit the family or the targeted experience.  For the innovative small agency that understand the business model, the opportunities are unlimited – and likely to expand rather than contract due to the metasearch nature that “Gamers” will seek out to serve their independent and personalized needs.  

 

Eastman's "Off-the-Wall Comment(s)"©  

There is "drama" playing out in the world of the new-entrant GDSs plying the Internet distribution alternatives; caused, I suspect, in part by the business naiveté of Alex Zoghlin (an early Internet pioneer by background) and in part, by the hard-core adversarial business model of Cendant.  

Alex Zoghlin was, I’m told, a successful Internet designer who evolved his business skills during the era of the dot-com hype.  He was the lead person when Ortiz was originally formed; and much of the early Orbitz culture evolved around the premise of another dot-com start-up.  But the complexity of the existing airline and GDS distribution structures and processes proved to be a bigger challenge than expected – and Jeff Katz was brought in to marry the dot-com expectations with the real-world of travel distribution.  It is not clear to me when Zoghlin left Orbitz … or founded G2 SwitchWorks; although it was well after Katz had put “touch” upon Orbitz.  

The fact that Zoghlin would launch G2, employ five technologists that formerly worked at Orbitz, and evolve an agency-based new entrant GDS based on ideas and concepts to which he had been exposed or a participant in at Orbitz is surprising … UNLESS G2 was being developed with the knowledge of Orbitz as “reverse” insurance against the GDSs (or maybe, the airline owners) shutting Orbitz out of its evolving agency prominence.  It is quite possible that Orbitz evolved a strategic alternative to the GDSs, but had decided not to take that  path – leaving Zoghlin and G2 to go down that path.  

And then, along came Cendant.  Cendant owns Galileo.  Orbitz is an agency in the “franchise” of Galileo agencies … with some unique direct-booking solutions derived of its original airline ownership tied.  Orbitz also has a volume guarantee that it must deliver to Worldspan, another GDS.  It is, of course, possible … if not probable …  that Cendant bought Orbitz with full knowledge of the existence of an alternative GDS gateway buried in the technology vaults of the agency.  That would make sense, given the need to replace the legacy technology structure that Cendant acquired with its acquisition of Galileo.  

All of that leads to the conclusion that Zoghlin should have know better or he should have gotten a letter in writing from Orbitz during the time that he was initially evolving G2 that recognized the known relationship between the two companies.  Concurrently, he should have made that relationship known to the Cendant folks as part of or during the acquisition of Orbitz.  

Still, the fact that Cendant has elected to file suit suggests that the alternative GDS solution is a meaningful threat – probably aggravated by United Airline’s financial incentives to agencies inducing agencies to use the alternative GDS solutions like G2.  The unknown question is whether the threat is to the traditional distribution structure that drives revenue to Galileo at the moment; or the threat is to the alternative distribution platform that Cendant might have been working to implement out of the Orbitz technology vaults.  

And we should not ignore 1U, a similar alternative GDS solution evolving out of ITA.  Like G2, ITA is also an Orbitz-related affiliate – providing the technology that drives the Orbitz faring search and pricing displays. ITA may be having second-thoughts about taking on Cendant as an alternative to the traditional GDS solution; even if ITA’s airline connectivity is derived from its own development team.  While ITA has sold its faring/pricing solution to other users, it also had unique insight to the Orbitz development and strategic intent.  It would not be unlike Cendant to attempt to delay these new entrant GDS solutions by legal process, no matter how valid or invalid the case.  Cendant clearly has the financial resources.  

Equally clear, of course, is Cendant's Orbitz -- who is now implicitly intending to step into the new entrant GDS alternative market.   

All of which leads to the conclusion that “some players” in the travel industry “get it” – and some don’t.  And by “get it,” I mean that they foresee some or varying states of evolution being driven by the new digital economy.  And those with resources are beginning to move aggressively, in one form or another, to take control of this new dimension in the market in an effort to shape the evolution in ways that serve their long term strategic goals.  

The battle has just begun … and those who must provide product to; or sell product from … these new warriors, must understand that there is not going to be one simple solution in the foreseeable future.  Each major player with resources is going to evolve technologies that, in one form or another, provide them with an advantage.  Thus, suppliers and intermediaries are confronted with having to evolve their own low cost switching or digital management tools to ensure that they can “play” with whichever network or distribution channel they deem necessary!  . 


Eastman's "Off-the-Wall Comment(s)"©  

And with that parting thought, it is important to re-assert that technology is merely a tool in the hands of the human mind.  The transformation of our culture and of the travel industry – by whatever means, is reflective of information turned to knowledge by people; knowledge applied to serve the competitive and collective interests of all of us.  The world is changing … and that change is transpiring faster-and-faster as knowledge is acquired and applied at rates previously unknown to the human mind.  But in the end … humans still control the process … to serve other humans with more and more, faster and better.  

To paraphrase Samuelson, though new travel technology-driven solutions tend to heighten individual insecurity, new travel technology deepens the collective security as it broadens the dimension of travel product offerings and moderates the distortions caused by oligopoly pricing and inefficient legacy processes.  

Respectfully, 

\\ Richard    

Copyright © 2005, The Eastman Group, Inc.   
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"Off-the-Wall Comment(s)" more than one month old can be viewed at the URL 
<< http://www.eastmangroup.com/otwc/index.html >>        
From Orange County Register©, 6 February, 2005 


By Robert J. Samuelson, columnist for Newsweek and The Washington Post


Anxiety: It hurts so good -- What do AT&T, the Civil Aeronautics Board, steelworkers and Kmart have in common? Answer: all are victims of competition. Over the past four decades, the American economy has become vastly more competitive. Paradoxically, that has elevated both our prosperity and our anxiety. The result is a sweeping transformation of everyday life. In this season of grand pronouncements – the inaugural address, the State of the Union message – we need to remind ourselves that many profound economic and social upheavals arrive unannounced. 


On competition, we Americans have mixed feelings. We cherish its promises (lower prices, more choices, greater freedom) and detest its disruptions (lost jobs, vanished companies, shattered communities). Witness airlines. Everyone likes lower fares; they’ve dropped 20 percent since 1998 (adjusted for inflation). But only the hard-hearted are unmoved by the parallel distress: layoffs, salary cuts, bankruptcies. In 2004, United Airlines lost $1.6 billion, Delta $5.2 billion. These once mighty carriers may have poor business plans. Their unions’ labor costs may have become excessive. Still, competition is a harsh disciplinarian.  





[OTWC note: the essay then described numerous examples of the conflict between competitive gain and social angst … and concludes,]





So, there’s a final paradox: though competition heightens individual insecurity, it deepens collective security by muffling the wage-price spiral, it minimizes recessions. By enriching most Americans, it combats poverty. The calls to restrict competition, through government regulations and import barriers, are understandable – and usually wrong. Living with competition is hard. Living without it would be harder. 








From ATW Daily News©, February 27, 2005 


Orbitz … filed a lawsuit against G2 SwitchWorks Corp. and five of the company’s officers and employees.  All five formerly worked at Orbitz, according to the lawsuit, which alleges that they “breached their employment agreements with Orbitz,” including having “improperly taken and used Ortitz’s confidential information and trade secrets.”  … G2 SwitchWorks is a so-called GDS new entrant that has said its fees to airlines will be priced 80% below what GDSs currently charge.  Its founder, President and CEO, Alex Zoghlin, is the former chief technology officer of Orbitz.  G2 denied the allegations and asked the court for “declaratory relief” against Cendant Corp. and its wholly owned subsidiary Orbitz.  …





From HotelMarketing.Com©, February 25, 2005�As consumers rush to the Internet to buy travel, a battle is brewing over whether the industry will look more like search company Google or virtual shopping mall Amazon.com. 





Travel search providers who see themselves as the next generation of online travel companies said on Thursday they were adding features to lure consumers with the offer of more than rock-bottom prices. Meanwhile, their more established rivals said the upstart travel search firms had little to offer discriminating customers. 





From "Dynamic Packaging For Traditional Travel Agencies"©, February 24, 2005�By Ellie Knight; a White Paper as part of CTIE certification by The Travel Institute 


....  Pricing integrity?  That’s right.  One of the great benefits of dynamic packaging to suppliers is the opacity of the price of the individual component if it is bundled into the package.  Hotels are taking back control of their pricing from the big online players by giving their best rates to the packaged product.  Smith Travel Research, a firm that analyzes the industry, estimates that “hotels lost $13 billion in 2003 as a result of third party sellers.  Realizing their mistake, the hotel chains…stopped farming out their best deals, encouraging people to buy directly from the hotel, or through their new and improved company websites”.  (Source:  msnbc.msn.com, “Bundles of Joy”, July 22, 2004)  In the dynamic packaging environment, the shopper can compare entire package pricing, but not shop the individual component on price.  Value now becomes king over pure price. .... Cruises will become products in the dynamic packaging game.  Tour operators ... have packaged cruises with their tours for many years. ...  Tour operators already use packaging technology, although it’s not all dynamic at this point.  .... With the involvement of travel agency partners in the technology, it becomes possible and desirable ... to demonstrate a value proposition to the purchaser, and to limit the ability to shop on price alone.  .... All of the above demonstrates that dynamic inventory of proprietary product makes sense for the retail travel agent.  The ability to build packages on the fly, whether through an agent or consumer interface, will be "key" to the future of travel selling. ....
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�  For those of you interested in a copy, send your request to Ellie Knight at 


<< � HYPERLINK "mailto:Ellie@signaturetravelnetwork.com" ��Ellie@signaturetravelnetwork.com� >> .  


� Gamers of the World Unite in Trends eMagazine, September, 2004,Pages 17-20, published by Audio Tech Business Book Summaries, Inc., Willowbrook, IL


� Got Game: How The Gamer Generation is Reshaping Business Forever by John C. Beck and Mitchell Wade is published by Harvard Business School Press © Copyright 2004 by John C. Beck and Mitchell Wade. 
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