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TQ3 plans life after Flight

By Allan Leibowitz

GLOBAL TMC GROUP TQ3 is
tipped to announce an Austra-
lian acquisition in the wake of
the collapse of its relationship
with Flight Centre.

Speaking from his London
base, TQ3's global chief oper-
ating officer Toby Joseph con-
firmed to Business Travel
Monthly that “we will be an-
nouncing very soon a signifi-
cant development in Australia
and New Zealand in line with
our long-term strategy of cor-
porate ownership”.

While Flight Centre, which re-
cently unveiled its FCm brand-
ing for all its corporate busi-
nesses, will continue to ser-
vice TQ3, Joseph has no
doubt about whose clients
they are.

“If it's a global customer under
TQ3 contract, then it's con-
tracted to TQ3 and serviced
under licence on our behalf by
Flight Centre,” he says.

It's clear that TQ3 won't sur-
render its clients to FCm with-
out a fight, and Joseph is flag-
ging a significant investment
to give the group an

“ownership position” in Austra-
lia. This investment, he says,
“will enable us to develop
global customers faster in
Australia and New Zealand
than we have been to date”.

The Flight Centre experience
has re-inforced TQ3’s strategy
of owning and operating its
own businesses wherever it
can. “In a market that is strate-
gically important such as Aus-
tralia, to have a licence in
place where you don’t own
your operation and to see a
change of ownership and a
change of tactical direction
happening as a result is some-
thing we don’t want to see
happen again,” he explains.

Joseph says 86% of the loca-
tions trading under the TQS3

brand are corporately owned.
“There are very few markets
where we have a licencee op-
eration in place,” he says.

Joseph confirms that Flight
Centre will retain the TQ3 li-
cence in Australia and New
Zealand until the end of this
year.
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Net fares cleared for take-off

BUYERS, BRACE YOUR-
SELVES for net fares. That's
the loud undertone from Vir-
gin Blue’s recent move away
from agency commissions.
“Let’s just put the rebate and
the discount where it belongs
— and that's at point of sale
for the client,” says Virgin
Blue global sales manager,
Jon Marshall.

“If you work on a model of
service fees, transaction fees,
etc., commissions are irrele-
vant because in most cases
the TMCs just pass the com-
missions back to the client,”
he says.

“The policy of no commis-
sions for majors who operate
on fee for service, makes ab-
solute commercial sense,” he
adds. “The overwhelming ma-
jority of these managers
claim to have transparent,
open book accounting with
their clients. So, in practice,
commissions are passed on
to the client.

“We're proposing dispensing
with this administrative proc-
ess and reflecting it in the re-
lationship with the corporate
account.”

Marshall favours net fares
over the *“convoluted, back
end transaction through the
travel managers”.

Virgin this month abandoned
agency commissions, replac-
ing them with performance-
based incentives.

The

move,
Wayne Snelson, the airline’s
national corporate sales man-
ager, is in line with the direc-
tion of corporate travel in
Australia.

“We have for some time now
been talking to the corporate
world and seeking their input
in what would be the ideal
direction to go with commis-
sions,” says Snelson. He
says discussions at the re-
cent btTB Sydney conference
reinforced the mood. “There
seemed to be a majority that
approve of removal of com-
mission and a move to a per-
formance-based (although
called something else) pay-
ment,” he says.

For agencies, the new policy
means “there’s no guarantee
that if you only make one
booking that you'll get a com-
mission on that,” says Mar-
shall.

For TMC-serviced customers,

according to

the move is part of a drive
towards net fares.

“Effectively what we’re saying
is anyone operating on a ser-
vice fee or transaction fee ba-
sis will be transacting net, so
there will be no commission,”
says Marshall.

Virgin’s pro-net fares stance
comes as Qantas faces con-
tinuing customer pressure for
private fares.

In an interview for last year’s
BTTB Year Book, Stephen
Humphreys, Qantas general
manager, corporate and gov-
ernment sales, Australia,
tipped “an acceleration of pri-
vate fares”.

Humphreys said among the
benefits of net fares, direct
upfront discounts at point of
purchase remove the burden
of capturing discounts and
then refunding them — a task
that takes up significant re-
sources for all airlines.




Marshall points a finger at
Qantas off-shoot Jetstar as
another catalyst for the
commission elimination.
There have been no com-
missions from the outset in
Jetstar’s business model.

While some say Virgin's
new approach leaves little
incentive for TMCs to push
Virgin Blue, Marshall is
quick to point out that much
of the corporate business
to date has been client-
driven anyway and some
TMCs have done little to
encourage or facilitate
bookings on Virgin Blue.

Consultants like Philippa
Johns, director of The Busi-
ness Travel Consulting
Group, have long recog-
nised the value of net
fares.

“My experience is that for
educated clients, the net
fare environment is not
only welcomed, it is ac-
tively sought out. Everyone
is looking for transparency
from their financial arrange-
ments with their TMC and
net fare pricing delivers a
component of that,” she
says.

“What clients really need is
net or private fares at every
level of airfare type to pro-
vide for complete transpar-
ency.”

Johns predicts that com-
missions won’'t disappear
altogether, but rather that
the airlines will move to “a
more SLA-based agree-
ment so the commissions
are paid in a different way
and may or may not be
classed as client-driven
revenues and therefore
may not be passed back to
the client”.

The consultant’s advice to
travel buyers?

“Rebate clients should ask
their TMC for a cost impact
analysis of how their travel
costs would be affected in
a move to a complete net
fare environment and move
to fee as soon as practica-
ble.

“Fee clients should discuss
with their TMC how the
change in TMC remunera-
tion structure may affect
their agreement.”

-Allan Leibowitz

BTTB Events
REVPAR 2004

Australasia’s first conference dedicated to
yield and revenue management ifor hospi-
tality professionals.

When and Where: 26th August, The
Swissotel Sydney

BTTB New Zealand 2004

New Zealand's premier event for anyone
who buys or manages corporate travel.
When and Where: 7th & 8th September
2004, The James Cook Grand Chancellor
Hotel, Wellington

University Travel Round Table

- 2004

A first time presentation by BTTB, the Na-
tional University Travel Round Table will
provide a forum for Australia’s leading
education bodies to share information and
discuss those issues critical to the man-
agement of their travel expenditure.
When and Where: 16th & 17th Septem-
ber 2004, The Surfers Paradise Marriott
Resort

Travel Technology 2004

Showcase for latest developments in
travel technology for business travel buy-
ers and travel agents (both business and
leisure), including educational sessions on
key technology related issues.

When and Where: Melbourne Park Func-
tion Centre, November 25th 2004

For further information on these events
please visit http://www.bttbonline.com/
and for information on sponsorship and
exhibition opportunities, please email
events@bttbonline.com
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Amex turns 100 online

AMERICAN EXPRESS re-
cently announced its 100t
online client in Australia.

Peter Tynan, corporate travel
director, strategic resource
management, claimed the
milestone demonstrates
“American Express' industry
leadership of online travel
management”, noting a dra-
matic increase in the number
of customers and
transactions being completed
over the web.

"Reaching our 100th corporate
customer is a significant
achievement and
validates our approach to date
in the provision of tailor-made
and fully integrated online
travel management solutions,
supported by dedicated imple-
mentation teams,"” he said.

TQ3 plans life after

From page 1

However, he disputes Flight
Centre’s assertion that it will
continue trading as TQ3 in the
United Kingdom until the end
of 2008.

“We terminated that licence
two weeks ago,” says Joseph,
adding that discussions are
under way at the moment
about Flight Centre’s cessa-
tion from the TQ3 brand in the
UK which, he says, “will be
very swift”.

Flight Centre last month an-

Online tools benefit ...

Business
organisations
price

Travel coordinators

Companies on average realise between 7
and 15% percent saving on average ticket

Agencies report close to a 20 percent in-

ternal productivity save by having users

Travellers

Increased control and convenience sup-

ported by traditional agency service in-
cluding 24-hour Global Assist and Online

"Businesses can save time
and money by booking online
but still ensure that
employees adhere to the busi-
ness policies and preferred
supply agreements.
He claims American Express
can now provide an online so-
lution across more countries
globally than any other pro-

nounced the launch of a new
international brand, FCm
Travel Solutions to encom-
pass its Corporate Traveller,
SBT, Stage&Screen, Ci
Events, Campus Travel and
Kistend Travel brands, AIT in
Hong Kong, the company's
China joint venture and,
“eventually, the TQ3 busi-
nesses in Australasia and the
United Kingdom”.

At the launch, FCm general
manager Anthony Grigson
said the rebranding will be ex-
panded to Flight Centre’'s TQ3

Source: American Express

vider. “We are serious about
being the leading online travel
management company for
business of all sizes."

Online booking tools: Read
about the latest trends and de-
velopments in self-booking in
the August/September edition
of Business Travel Monthly.

Flight

business in Australia and New
Zealand when its licensing
agreement ends at the end of
2004. In the UK, he said,
Flight Centre’s arrangement
with TQ3 is set to run until the
end of 2008.

FCm’s strategy: FCm general
manager Anthony Grigson
shares his plans for the first
Australian-based global corpo-
rate travel network in the Au-
gust/September edition of
Business Travel Monthly.
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New CWT CEO kicks off In AP

THE ASIA PACIFIC was one
of the first ports of call for
Hubert Joly, the newly ap-
pointed worldwide president
and CEO of Carlson Wagonlit
Travel.

Joly has taken the reins from
Hervé Gourio, who retires
from the company this month.

Joly, 45, has a broad interna-
tional experience, most re-
cently with Vivendi Universal,
where he served on the ex-
ecutive committee. Previously,
he had been CEO of Vivendi
Universal Games, the video
game division of Vivendi Uni-
versal based in Los Angeles,
and before that was vice presi-
dent of Electronic Data Sys-
tems (EDS) Europe and presi-
dent of EDS France from 1996
to 1999.

Just three days into his new
job in a new industry, Joly told
btTBulletin he was struck by
the “pace and magnitude of
change in the industry”.
Changes such as the emer-
gence of low-cost carriers and
the growth of technology, es-
pecially self-booking tools, “tell
me that a company like Carl-
son Wagonlit is more relevant
than ever for clients”, he said.

Joly has also been surprised
by the focus in some markets
on the cost of transactions. “I
don’'t understand why people
would place such a heavy em-
phasis on (around 5% of their
total travel cost). There is so
much opportunity for saving
on the other 95%,” he said.

Joly: Significant opportuni-
ties in the middle market.

While Joly doesn’'t have much
specific industry experience,
he does have plenty of famili-
arity with the products and
services, as a veteran travel-
ler. And while CWT’s direct
customers are travel manag-
ers, Joly recognises that the
traveller is the ultimate cus-
tomer. “I want to explore our
traveller strategy”, he said.
“Some of our corporate travel-
lers also have leisure needs,
and I'm wondering how we're
responding to those needs”.

Joly said it was no co
incidence that his first days
with the company were spent
in the Asia Pacific. “This high-
lights the importance that
CWT places on the region,” he
said. Besides the size and
scope of the Asia Pacific mar-
ket, it also represents one of
the group’s main growth en-

gines, with growth of around
30% last year.

“I'm impressed by the strength
of the company in the region,”
he said, adding he was look-
ing at “stretch targets” for the
team.

Obviously, it's too early for
Joly to start talking about spe-
cific changes under his stew-
ardship, but he recognises
that “CEO change is an oppor-
tunity to take stock of where
we are”.

He'll spend time listening to
his leadership team and to cli-
ents with a view to refining the
offering and growing the com-

pany.

“As a whole, the travel indus-
try over the long term (there
can be hiccups) is a growth
industry,” he said. Acknowl-
edging CWT’s strength with
global and regional compa-
nies, Joly sees significant op-
portunities in the “middle mar-
ket".

“First and foremost, we want
to deepen our value proposi-
tion to companies whereby we
help them master and opti-
mise their travel spend.

“This is the core element of
what we do for them, and |
think we have unique capabili-
ties to do this efficiently (low
cost per transaction) but also
in an effective fashion, mean-
ing really helping them with
the 95%,” he said.

-Allan Leibowitz
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Be especially alert

WHILE CAUTION IS now the
key word for any travel, spe-
cial precautions are necessary
for a number of destinations.
International SOS offers these
special tips on hidden dangers
for particular destinations:

)If travelling in Asia
(excluding Japan), avoid pub-
lic transport and use only
reputable taxi companies such
as Deluxe taxis in Seoul and
Blue Bird or Silver Bird in In-
donesia. It is not uncommon
for passengers in less reputa-
ble taxis to be attacked and
robbed. We do not recom-
mend the use of taxis in
Shanghai and Beijing due to
poor vehicle serviceability and
driver skill and the frequency
of dispute over fares.

2) In destinations of high secu-
rity risk (as defined by Interna-
tional SOS or the Department
of Foreign Affairs and Trade),
take additional precautions
such as not following a pre-
dictable schedule each day,
use hired cars rather than
taxis and never loiter in the
lobby of a hotel or other popu-
lar meeting points.

3) In many developing coun-
tries, local wildlife poses the
threat of infectious diseases
such as rabies. Avoid all con-
tact with animals such as the

monkeys found

throughout
Bali and India and the temple
dogs in Thailand.

4) Altitude sickness can cause
problems at altitudes above
2,500 metres. If you are travel-
ling to cities in South America
or other areas of high altitude,
check the height above sea
level before you confirm your
travel. A pre-trip health as-
sessment and discussion with
your doctor is essential.

5) For either commercial or
political reasons, kidnapping is
a serious threat to business
travellers. While current cases
in Iraq and neighbouring coun-
tries have highlighted the risks
in the Middle East, kidnapping
cases are still common in
other countries. In the Philip-
pines and Mexico, this risk is
largely of short term kidnap-
pings where a person is forced
to an ATM to withdraw cash

and then released. In Colom-
bia, the kidnapping of busi-
ness executives for substantial
ransoms still takes place. In
other countries such as those
on the Indian subcontinent,
kidnapping occurs for political
and religious reasons. To
avoid being a target, keep a
low profile in your dress and
behaviour and minimise the
time spent in public places.

6) Older US currency can be
rejected in some countries due
to counterfeiting problems.
Make sure you carry notes
printed within the last 10 years
in a variety of denominations.

7) Beware of driving in China
and other Asian countries.
Hire a driver who will know the
roads better and local risks.
Avoid driving at night on high-
ways or open roads wherever
possible.

To page 8
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Laying down the Law

HOW TIGHTLY SHOULD you
control your company’s travel?
Consultant Tony O’Connor
ponders whether you should
impose strict adherence to
travel policies or if it's better to
put the good deals and ser-
vices in place and then let
staff book as they wish?

Every company has a position
on ensuring compliance, even
if it is not specified or known.
Often, and quite reasonably,
the degree of travel control
just occurs naturally out of the
company’s “culture”. Policy
can also be influenced by a
few key considerations, such
as use of preferred suppliers
or access to airline lounges
and frequent flyer points.
However, since there is a sim-
ple trade-off between travel
costs and travel control, it
might be better to take a more
analytical approach.

Your travel policies will reduce
or contain costs, but restrict
choice and perhaps lessen
“traveller pleasure”. So, unless
you are an organisation that
imposes total control or allows
total freedom, there is a deci-
sion to make.

There are two dials you can
play with - the policies them-
selves and how rigorously you
impose them.

A useful approach is to divide
your travellers into a few
groups, applying different cost/

control approaches to the dif-
ferent groups. Rather than just
choose existing groups — sen-
ior managers, middle manag-
ers, staff, etc, you can catego-
rise travellers according to ap-
propriate criteria.
Value of their time. The CFO
costs a lot per minute. A
trainee less so. Policies
should work to minimise time
wastage where it really
counts. A cheaper fare or ho-
tel rate could be a false econ-
omy.
Value of their employment.
In most cases, it is desirable
to keep the CEO happily em-
ployed. Travel can be tiring
and stressful. After a long day,
little annoyances can combine
into a major issue. Key staff
may warrant higher-priced
travel options.
Frequency of travel. There
will always be a few corporate
gypsies who like the lifestyle,
but most road warriors want to
travel less. Depending on your
culture, frequent travellers
may also warrant compensa-
tion.
Urgency of the travel. Senior
managers tend to have impor-
tant short-term reasons for
travel. Sales people and the
like often need to travel or
change itineraries at short no-
tice due to clients’ needs. Ur-
gency seems low.

To page 8
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Laying down the law

From page 7

Applying these criteria can
produce a few policy groups
for sensible different treat-
ment. TMCs’ booking sys-
tems can now apply different
travel policies to different
groups within your company.
The groups are usually “cost
centre” based, so if you wish
to group travellers according
to your own criteria rather
than cost centre, you might
have to arrange this with the
TMC. Some TMCs also offer
different compliance proc-
esses. At best, you can
choose for a non-compliant
booking to be recorded, or
flagged, or blocked or to
automatically send an email
to a designated manager at
your company: your choice.
Therefore, you could also ap-
ply different levels of control
to different groups.

One issue deserves special
attention: frequent  flyer
points. Staff obviously want to

fly on the airline with which
they are building their point
tally. But that airline’s fare
might not be the lowest.
Some companies try to pool
employees’ points for com-
pany use. Some large buyers
have attempted to get the
point system switched off al-
together.

There are legal and practical
difficulties in doing both. But
most companies regard the
points as reasonable com-
pensation to staff for the in-
convenience of travel. So you
are left with the decision. Do
you make your travel policy
over-ride the traveller’'s point
driven airline preference?

It's up to you obviously. But
note that the cost/benefit bal-
ance has changed in recent
years. The benefit to your
employee of a frequent flyer
point has reduced, as airlines
have reduced the value of
their points, and reduced the
availability of seats for fre-

qguent flyers. Also, the poten-
tial cost to companies of fre-
guent flyer points has risen,
with the growth of lower fares
from airlines not offering
points.

Most airlines provide lounges.
But you are unlikely to pro-
vide more than one free
membership for your frequent
travellers. The traveller then
prefers that airline. However,
if this prevents the booking of
a cheaper fare, it can be an
expensive glass of chardon-
nay. Free or discounted
lounge memberships are an
employee benefit that should
be costed with the effect on
travel costs factored in.

Tony O’Connor is the princi-
pal of the Butler Caroye Cor-
porate Travel Management
Consultancy, delivering thor-
ough and rigorous procure-
ment, financial, audit and
travel management tools and
services to travel buyers only.

Be Especially Alert

From page 6

There are reports of robberies taking place in a
hired or private car after a tyre has been delib-
erately punctured. If this happens to you, stay
in the car with the door locked until your driver
has completed the repair.

8) When travelling to Muslim countries, dress-
ing conservatively will avoid unwanted atten-
tion. This includes ensuring arms and legs are
covered, especially for women.

9) Piracy remains a threat to seafarers in cer-
tain regions. This includes the Arabian Gulf,
the Red Sea, and the Gulf of Guinea in the
Middle East. In Southeast Asia, the South

China Sea, the Sulu Archipelago and Min-
danao in the Philippines are also known for pi-
rate activity.

10) As a final word of caution, apply the same
rules of personal security when you are away
as you would do at home. Your level of invinci-
bility does not increase the further you are from
home. Don't ride motorcycles without a helmet,
beware of food prepared previously and always
practise safe sex.

International SOS is a leading security and
medical assistance company with opera-
tions in over 50 countries providing global
24-hour travel advice, emergency response,
crisis planning and evacuation services.
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