
By Allan Leibowitz 

VIRGIN BLUE IS expected to 
soon announce changes to its 
fare structure as a response to 
increased fuel costs. 

Instead of following other air-
lines and slapping on another 
surcharge, the airline last 
month announced that it is re-
viewing fares throughout its 
entire network. 

Virgin is facing a 95% in-
crease in fuel costs compared 
to the last financial year, with 
fuel expected to account for 
20% of operating costs in the 
2005 financial year – up from 
15% in  2004. 

When Qantas and scores of 
other airlines announced an 
increase in their fuel sur-
charges in October, Virgin 
Blue CEO Brett Godfrey said 
his team had “decided to re-
view its fares .. and this route 
by route analysis will help 
minimize the impact on our 
key demand-sensitive routes”. 

The review, he said, is taking 

into account “a variety of fac-
tors including customer price 
sensitivity, load factors and 
fuel consumption per route”. 

Virgin’s pre-October fuel sur-
charge of $10 per sector 
( d o m e s t i c )  a n d  $ 2 0 
(international) still apply while 
the review continues. 

Qantas, meanwhile, continues 
to impose a surcharge of $12 
for each domestic sector and 
$29 for international routes, 
after first introducing sur-
charges in May at around half 
the current levels. 

The surcharges and proposed 
fare restructure come on top 

of significant rises in bottom-
end fares in the last quarter. 
The recent American Express 
Airfare Index revealed that dis-
count economy airfares on 
Australian domestic routes in-
creased a considerable 10.9% 
in the last quarter. 
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Surveys tip rising travel costs 
BUDGETING FOR NEXT 
year? If your travel includes 
any degree of international, 
you’d better prepare for cost 
rises, according to a couple 
of international surveys. 

The recently released US Na-
tional Business Travel Asso-
ciation’s “NBTA 2005 Busi-
ness Travel Overview and 
Cost Forecast” predicts over-
all rises in all travel compo-
nents. 

The organisation predicts that 
corporate travel costs will in-
crease by 7% in 2005 over 
the previous year. It tips air 
fares to rise 5%, hotel rates 
to increase 7.5%, car rental 
rates rising 5% and meal 
prices to go up 3%.  

These rate increases will 
come in an environment in 
which corporations are no 
longer restricting travel as 
they have in recent years, ac-
cording to the report. While 
many corporations restricted 
trips to only “essential” or 
“customer-related” travel over 
the past three years, the Oc-
tober 2004 survey of NBTA 
member travel managers 
shows that less than 40% are 
continuing such travel restric-
tions. 

Corporations are expecting to 
increase business activity 

next year owing to three fac-
tors: new efficiencies discov-
ered during the economic 
downturn, new demand for 
services as the economy im-
proves, and the expansion of 
new markets as security con-
cerns wane. The increase in 
business travel, while good 
for the economy, could allow 
travel suppliers to regain pric-
ing power and increase travel 
costs.  

The findings have prompted a 
forecast of recovery for busi-

ness travel in 2005, says 
Carol A. Devine, NBTA presi-
dent and CEO. “Travel man-
agers have used their exper-
tise to contain their compa-
nies’ travel costs in recent 
years,” she says. 

“As travel expands in 2005, 
travel managers will continue 
to provide value by negotiat-
ing the best contracts and 
setting corporate travel policy 
to get the best value for each 
travel dollar in the rapidly 
changing travel market.” 
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GDS Code: TH
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Meanwhile, a Business Travel 
Coalition survey of  112 US 
corporations with a combined 
annual domestic air spend of 
US$1.09billion predicts full-
year 2004 spend on air trans-
portation services to be up 4% 
from 2003. Some 52% of par-
ticipants indicated that 2005 
air transportation budgets will 
be flat, or lower than 2004 
(compared with 73% in last 
year’s survey). 

While NBTA heralds a recov-
ery, BTC respondents are less 
upbeat. Some 94% agree that 
cutbacks in business travel 
are permanent in nature – un-
changed from last year. 

BTC respondents have limited 
their spending through greater 
use of non-refundable tickets, 
while almost three-quarters of 
those surveyed have in-
creased their use of low-fare 
airlines in 2004. What’s more, 
70% anticipate greater use of 
low-fare airlines in 2005 com-
pared with 2004. 

The global governing airline 
body, IATA, meanwhile, has 
proclaimed an official recovery 
in air travel. 

The latest IATA traffic data for 
the first three quarters of 2004 
show “sustained traffic in-
creases across all regions”. 

International scheduled pas-
senger traffic for the nine 
months to September 2004 
grew 17.7% over the same 
period in 2003 while compari-
sons for September 2004 to 

September 2003 show 10.9% 
growth for passenger traffic. 

"People are travelling again,” 
says Giovanni Bisignani, 
IATA's director general and 
CEO. “Every region is report-
ing double digit growth. Traffic 
clearly is rebounding from 
2003, which was an excep-
tionally bad year,"  

"Airline efforts to meet de-
mand and reduce costs are 
paying off. We are well placed 
to achieve 14% passenger 
growth in 2004 with a 3% re-
duction in non-fuel unit costs," 
says Bisignani. Airlines' cost-
cutting has been particularly 
successful with respect to per-
sonnel and distribution costs.  

"Some airlines have achieved 
increases in productivity of as 
much as 13%. 

Similarly, reductions in distri-
bution costs in the region of 
14% have been realised," he 
explains.  

Despite the growth, “the bot-
tom line is worsening with the 
extraordinary price of fuel,” he 
adds. “If current fuel price lev-
els persist, losses may well 
exceed the US$3billion to 
$4billion previously forecast 
for 2004", he warns. 

 

 

“Travel managers have 
used their expertise to 

contain their 
companies’ travel costs 

in recent years.”  

http://www.chifleyhotels.com
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Gathering reaffirms values 

LAST MONTH’S ACTE 
Global Conference in Stock-
holm included a who’s who of 
the industry – and in-depth 
discussion of some of the 
burning topics. This report 
was compiled by one of the 
Australian attendees, Flight 
Centre Corporate’s Karen 
Tsolakis. 
There were presentations, 
stalls to view reports and 
more reports, interactive 
roundtables for debate and 
dialogue, and, of course, the 
lavish dinners! 
For me and my Flight Centre 
Corporate colleagues Andrew 
Best and Mark Atkins, one of 
the greatest benefits was 
hearing some of the world’s 
leading academics give their 
views of the forces shaping 
our business and our lives. 
Two of the speakers in par-
ticular left their mark - names 
I had never heard before but 
will not forget - Kjell Nord-
strom, a hypnotic, fascinating 
academic from Denmark who 
spoke on ‘Individual and In-
dustry Survival in the face of 
Change’ and the charismatic 
Prof. Fariba Alamdari, from 
Canfield University, who 
spoke on ‘The Future of Dis-
tribution’. 
What did I take away from 
this conference? Three 
things. 

One is an invigorated sense 
of our value as travel profes-
sionals, of an industry of peo-
ple who for the most part, 
love their chosen careers, 
take pride in their expertise, 
knowledge and service to our 
clients. This reinforced our 
determination to strive for 
greater success as a valued 
business partner to clients.  

Secondly, I came away with a 
revised view about competi-
tion. Yes, we absolutely must 
be productive and lean, de-
ploy the best technology and 
resources we can afford in 
order to be competitive, effi-
cient and profitable. What we 
should NOT do, however, is 
lament and worry needlessly 
when some of our TMC col-
leagues, in desperation, go 
all out for quick market-share 

gains, for example with tac-
tics like the widely advertised 
$5 transaction fees. Heavy 
price-cutting places little 
value on our value-adding 
services. It calls to mind one 
of Kjell Nordston's sayings: 
that "today we are living in 
the age of cheap".  To my 
colleagues and our clients, 
may I say that we are worth 
more than $5 per transaction. 

This is not only unsustain-
able, but will lead to the slow 
death of any business. . 

Finally, the talkfest forced me 
to make myself a private 
promise to find the time to 
have some fun again. I’m 
sure we all find that the daily 
grind of the email avalanche, 
mobile phones, endless 
meetings, laptops to take 
home, RFT deadlines within 
two weeks of receipt of ten-
der all lend to a life in invisi-
ble chains. My private prom-
ise is to try and regularly 
reach inside for that child that 
we all have in us and really 
see the “magic”  in life, in oth-
ers, to really laugh again 
more often, play with my chil-
dren, with my husband,  take 
a little time to share and help 
others around us. We owe it 
to ourselves as people who 
15 or 30 years ago, had a 
dream of an enchanting life. I 
want to find that path again. 



An executive decision
made easy...

Adelaide's finest 5 star all suite hotel featuring

leading-edge IT services including lightning-fast
broadband wireless internet (WIFI), voicemail and
secretarial services complemented by a dedicated
team online morning, noon and night.

For bookings, telephone toll free 1800 331 332
www.pacificinthotels.com/suites_adelaide

DINERS CLUB HAS en-
hanced the flexibility of its 
Global Vision online MIS re-
porting system for business 
travel expense management. 

Diners Club corporate card 
and CTS cardless customers 
will have greater control over 
their information with the up-
graded system launched last 
month. 

Customers will be better able 
to manipulate data to create 
reports relevant to them, es-
pecially in the critical areas of 
non-compliance with com-
pany policy (leakage) and 
spend patterns with preferred 
vendors. 

Global Vision is a key feature 
of Diners Club’s corporate 
card package, delivering 
measurable cost saving 
benefits to clients. 

Elders Limited, for example, 
stands to save 20% on its 
spend on air travel as a result 

of reports generated by 
Global Vision. 

According to expense ac-
count supervisor, Fiona War-
ren, Elders was able to re-
view 10 months of its own 
data when examining the 
company’s T&E air spend. 

“We were able to view our 
own data showing our own 
behaviour and not rely on 
projections generated by 
travel management models,” 
says Warren. “We were look-
ing at real spend patterns.” 

Elders has also reported 
benefits through linking card 
use data against its HR sys-
tem and applying card use to 
appropriate department cost 
centres. 

Global Vision reporting has 
also identified leakage on 
preferred hotels, she adds. 

Global Vision provides cus-
tomers with immediate ac-
cess, via the internet, to re-

ports on any component of 
travel and entertainment ex-
penditure. Customers have 
full flexibility to either create 
reports from standard tem-
plates or create a report for 
their unique purposes. 

These capabilities allow cus-
tomers to quickly and easily 
identify spending patterns re-
lating to vendor or cardholder 
or both. It is an independent 
source of information for ne-
gotiating preferred rates with 
vendors, it monitors cash 
withdrawals and tracks delin-
quency and non-compliance. 

Cost centre reporting can be 
used for budgeting and fore-
casting, and the charting 
package allows information to 
be exported to a number of 
applications such as CSV 
and Excel. The MIR can also 
roll up information into a num-
ber of currencies for local and 
global reporting for multina-
tional organisations. 

Diners adds MIR upgrade 
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FLIGHT CENTRE HAS ap-
pointed a new general man-
ager to take the reins of its 
ITG subsidiary, currently trad-
ing as TQ3.  Well-known in-
dustry executive Robert Dell 
will take up the national posi-
tion on November 8, bringing 
to the role more than 25 
years’ experience in the 
travel and tourism industry in 
Australia, New Zealand and 
the United Kingdom. 

Dell has held prominent roles 
with American Express, Tho-
mas Cook and Cunard. His 
most recent position as gen-
eral manager of operations 
and development with Harvey 
World Travel saw him hold 
directorships on the boards of 
Harvey’s Choice Holidays, a 
joint venture with Qantas Air-
ways, and CT Partners, a 
new subsidiary with a net-
work of 13 independent 
Travel Management Compa-
nies and turnover of more 
than $300million.  

He has also been responsible 
for the training development 
of Harvey World globally.  

Flight Centre corporate divi-
sion general manager Shan-
non O’Brien describes Dell’s 
appointment as a coup. “In 
fact, with the move of the ITG 
business to the new brand 
coming up, it was crucial to 

find the perfect person for the 
job and I am confident we 
have done just that with Rob 
Dell,” says O’Brien. “He will 
play an important role in sup-
porting customers through 
the process.” 

Dells’ appointment comes in 
the wake of other movements 
in the corporate division, in-
cluding  the expansion of its 
sales force by 40% in the 
past six months, with plans to 
a d d  a n o t h e r  2 0 % . 
Karen Tsolakis, formerly busi-
ness leader at TQ3, has been 
promoted to regional director 
of sales - Asia Pacific for 
Flight Centre’s FCm Travel 
Solutions.  

Tsolakis will work with corpo-
rate division global general 
manager, Anthony Grigson, 
“to build the FCm Travel So-
lutions profile and network 
across the Asia Pacific, while 
retaining her overall responsi-
bility for the Australian sales 
and the current TQ3 team”. 

She has been with TQ3 for 
five years and has twice won 
the Flight Centre award for 
top business development 
manager worldwide. 

Meanwhile, Katy Howard has 
joined the corporate team as 
TQ3’s national sales man-
ager. Armed with 15 years' 

experience working in the 
business travel sector, with 
American Express, Travel-
Scene American Express and 
Cathay Pacific, Howard’s 
strengths lie in business de-
velopment, strategic plan-
ning, negotiation, financial 
analysis and modelling and 
implementation of new cli-
ents. She will work as second 
in charge to Karen Tsolakis.  

Sonia Haras joins TQ3 as 
manager - strategic sales, 
Victoria and the ACT, based 
in Melbourne. Haras comes 
from a corporate procurement 
background as travel man-
ager for Mayne Group. 
Leticia Wood has been 
named product manager in 
the corporate product team 
where she will work closely 
with the FCm Travel Solu-
tions brand on customer ini-
tiatives from a product per-
spective. 

Wood has had many years 
experience in Flight Centre 
Corporate, most recently as 
the team leader of client rela-
tionship managers in SME. 

Elaine Bruce has transferred 
from TQ3 where she was op-
erations leader, NSW, to be-
come project manager of key 
customer relationship man-
agement initiatives across the 
corporate division. 



Fuelling fare hikes 
From front page 

The increases noted in the 
survey did not take the sur-
charges – which add 2% to 
3% to fares - into account. 

Craig Smith, managing direc-
tor of Travelogic, also notes 
the “upward fare spiral, but 
p o i n t s  o u t  t h a t 
“corporate travellers are still a 
lot better off than two years 
ago”. Smith doesn’t believe 
the surcharges have “had any 
negative effect on demand …  
yet”.  

“It just places greater empha-
sis on the need for corporate 
customers to adopt a man-
aged approach to purchasing 
air travel,” he says. 

Similarly Vanessa Young, 
sales director at Carlson Wag-
onlit Travel, hasn’t noticed any  
”distinct change in client travel 
patterns and frequencies since 
the introduction of the recent 
fuel surcharges.” 

Young says her team commu-
nicated the changes and the 
impact to clients when word of 
the surcharges emerged - 
both electronically and via 
CWT Connect, the business 
travel portal. 

“CWT continues to encourage 
our clients to book well in ad-
vance to secure the most 
competitive airfares," she 
adds. 

For clients of Corporate Travel 
Management Group, the sur-
charges have passed virtually 
unnoticed with managing di-
rector Jamie Pherous seeing 
“no real change” and no evi-
dence of delaying travel plans. 

“However, some of our larger 
GFO-based accounts that are 
contractually tied to the airline 
are questioning how they can 
add a fuel surcharge when 
they have a contract in place,” 
says Pherous. “They are a bit 
dirty at the airline, and believe 
they should wear the sur-
charge over the life of the term 
of the contract.” 

Pherous says the client dis-
content has been heightened 
by Qantas’s statements about 
“fuel hedging contracts that 
minimize the airline’s expo-
sure to fuel price hikes”. 

“Little or no client reaction” is 
the feedback from Simon 
Crunden, national business 
manager at BTI Australia, who 
says the fuel surcharge has 
become “hidden amongst all 
of the other taxes and levies 
that are being charged by the 
airline and authorities”. 

Crunden points out that never 
before have the airlines intro-
duced fuel surcharges due to 
the increase in the cost of fuel, 
adding that the cost of fuel is 
$25 below the peak inflation-
adjusted price reached in 
1981. 

“It is obvious that the competi-
tive nature of the airline busi-
ness is taking its toll and air-
lines are paying more atten-
tion to costs. This is being 
demonstrated on a number of 
fronts including the removal of 
agent commissions, which in 
itself will have flow-on effects 
to the total cost of travel to 
corporate clients.” 

Crunden adds that BTI data 
suggests that clients are flying 
for much less than what they 
were 12 to 18 months ago “so 
there is still plenty of opportu-

nity for clients to work proac-
tively with their travel manag-
ers to reduce costs”.  

According to Ross Appleton, 
Synergi’s Asia Pacific busi-
ness development manager, 
“little impact has been noticed 
on spend patterns by our cor-
porate customers, who, it 
seems, find specific sur-
charges more palatable than 
fare increases”.  

“We seem to link a surcharge 
w i t h  a n  u n a v o i d a b l e 
cost increase, associated with 
oil prices, etc., or a tax impost, 
rather than a general price in-
crease,” he observes. 

Appleton says Synergi pro-
tected customers where possi-
ble by ticketing prior to sur-
charges coming into effect, 
particularly for large group 
movements managed by its 
meetings business, Synergi 
Conference & Events. 

It appears that not much 
thought has been given to the 
mechanics of surcharges. 
Tony O’Connor of  the Butler 
Caroye management consul-
tancy points out that airlines 
have deemed fuel surcharges 
to be non-commissionable. 

“Therefore, travel agents and 
travel buyers on a “fee” ar-
rangement do not receive the 
commission revenue on this 
portion of their travel spend,” 
he explains. 

“The fact is perhaps not well 
known among travel buyers. 
Travel agents on the other 
hand are very aware of the 
effective commission loss,” 
according to O’Connor, who 
adds that one agency group is 
even considering legal action.  



Best-fare-of-the-day (BFOD) is 
a much used phrase, and a 
much promised outcome. But 
what is it? How do you 
achieve it? Why should you 
bother? And what are the 
practical difficulties? Tony 
O’Connor delves in. 

There are various definitions 
around. One thing BFOD is 
not is just the cheapest fare. 
That is known as “the cheap-
est fare”. My definition of 
BFOD is “the lowest adjusted 
fare available from the broad 
market at the time of booking 
that satisfies the traveller’s 
needs and fits within travel 
policy”. Another term you’ll 
see is Lowest Logical Airfare. 
It essentially means the same 
thing. 

BFOD and the Qantas GFO 

In Australia, we have the 
choice of a BFOD approach or 
committing to a Qantas Gross 
Financial Offer (GFO), and 
booking mostly Qantas. The 
GFO provides a mix of rebates 
and net fares in return for 
Qantas expenditure “targets”. 
These targets naturally equate 
to quite high levels of Qantas 
market share. That is the pur-
pose of the GFO. The ques-
tion is, can you book BFOD 
and satisfy a GFO? Usually 
not. It largely depends on two 
things: the extent to which 

Qantas fares are not the low-
est in the market; and the size 
of the discounts offered in the 
GFO. 

My experience from fare 
analysis is that Qantas fares 
are not the lowest in the ma-
jority of cases. And discounts 
in GFOs tend to reduce Qan-
tas fares down to lowest levels 
only in the larger accounts 
with air spend in the tens of 
millions. So, for most of us, 
booking BFOD will probably 
not result in Qantas spend suf-
ficient  to support the GFO. 
You can’t do both. 

By the way, it is “not cricket” to 
commit to a GFO and then se-
riously pursue BFOD and un-
dershoot the GFO spend tar-
gets. Qantas then has every 
right to withdraw its discounts. 

Three other quick points about 

GFOs. Firstly, the discount 
levels have understandably 
fallen since Ansett’s demise. 
(But Qantas average fare lev-
els have fallen also.) Sec-
ondly, don’t forget that if you 
are on a “fee” arrangement 
with your TMC as you should 
be, you should receive Qantas 
base commissions and over-
rides anyway, with or without a 
GFO. In this case, the actual 
added value of a GFO is the 
subvention on top of those 
commissions, not the entire 
rebate. Thirdly, commissions 
are coming down. If GFO re-
bate levels remain the same, 
the added value of the GFO 
would increase. 

But since GFO rebates were 
historically built from these 
commissions, rebates might 
fall in line with commissions. 
We’ll see. 

How do the best fare? 
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External Difficulties 

To truly book BFOD, you need 
to be provided with best fares. 
You need a booking system 
that automatically gathers all 
available fares in the market, 
automatically adjusts them for 
applicable discounts and 
charges, and filters them 
through travel policies. That is 
a big call. TMC systems 
mostly do a good job. But 
BFOD should be regarded as 
a target, not a guarantee. A 
good outcome would probably 
be some small measure of 
best-fare leakage in the TMC’s 
fare offerings to you. 

Internal Difficulties 

Before taking the road less 
travelled, consider whether it’s 
really the road for you. You 
need to be able to do it. Will 
your “culture” permit the po-
tential changes that BFOD 
might bring? HR probably 
should be consulted first. You 
might judge that the savings 
from booking BFOD are a 
false economy given the pos-
sible reduction in morale and 
willingness to travel.  

Check fare levels. Do some 
serious number crunching. 
Compare the outcomes. And 
consider your culture. It can 
be a big job, but a worthwhile 
one. 

Safety first 
THE RECENT ATTACK on 
the Australian embassy in Ja-
karta again highlights the need 
for formal traveller safety sys-
tems and processes. 

One aspect often overlooked 
in planning is emergency com-
munications with the traveller. 
These guidelines were drawn 
up by Kroll Crisis Management 
Group for the Institute of Busi-
ness Travel Management and 
National Business Travel As-
sociation in the United States. 

During times of travel emer-
gencies, the travel manager 
will play an integral role in as-
sisting executive level man-
agement to determine the ex-
act locations and medical con-
ditions of employees that are 
currently travelling for the 
company.  The appropriate 
recording of pertinent personal 
travel information, as well as 
listing any dynamics of a busi-
ness trip, will assist the travel 
manager and company in lo-
cating company travellers and 
beginning to address their re-
spective needs. 
Once a crisis or critical inci-
dent occurs, the following 
questions are at the forefront 
of family and company con-
cerns: 

 
1. Is the employee safe? 
2. What is the exact location 

of the employee? 
3. When will we hear from the 

employee? 
4. How can we reach the em-

ployee? 
5. Is there anything the em-

ployee needs? 
6. How can we assist the em-

ployee? 
7. When will the employee be 

able to return home? 
 

Although immediate answers 
for these questions may not 
be readily available, the travel 
manager will be able to assist 
the company and families of 
the employees by providing 
intelligent and pertinent infor-
mation and eliminating proc-
ess gaps.  In emergency situa-
tions, stress will always be 
present and proper prepara-
tion and pre-planning of sys-
tems, communication and the 
recording of pre-travel infor-
mation will alleviate much of 
the anxiety as executives and 
families seek answers to the 
above questions.   
During an emergency situa-
tion, the travel manager or a 
designee should begin to lo-
cate company travellers imme-
diately through the normal 
channels such as TMC, GDS, 
hard copies of itineraries, 
ticket coupons, etc. It is vital 
that all travel reservations (air, 
hotel, car, etc.) be made 
through the designated travel 
agency or booking system and 
that bookings are not made 
outside of that process.  The 
information contained within 
this tracking system will be ex-
plicitly important in locating the 
business traveler in a timely 
manner and aiding their efforts 
from afar.  
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