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SMEs getting serious

TMC INTEREST |IN the
smaller end of town continues
to grow with mega-agencies
and boutique players all tar-
geting the emerging SME mar-
ket. Allan Leibowitz looks at
the growth of the “middle mar-
ket”.

When American Express gets
interested, it's a sign that
there’s potential in a market.
So Amex’s launch of Com-
plete Business Travel 18
months ago was seen as a
watershed.

The global giant takes a broad
view of the middle market, de-
fining the SME market in
terms of annual travel spend
of $200,000 to $3million — a
sector that makes up approxi-
mately half of American Ex-
press Business Travel's new
business in the current year.

While SMEs may be a rela-
tively new focus for the mega-
agencies, they're the bread
and butter of agencies like
2004 NTIA corporate agency
of the year Corporate Travel
Management Group.

Managing director Jamie
Pherous, who agrees with
Amex’s minimum spend

threshold of $200,000, sees
SMEs as his specialty.

“This is our niche market, and
typically this market's needs
are totally different to larger
corporate clients,” he says.

“They need greater relation-
ship-focused travel, more cli-
ent-specific (not generic) ad-
vice as they expand, pro-
activity from their TMC and an
incredibly high amount of high-
touch consulting and genuine
expertise is expected.”

CTM’'s clients typically are
growing companies that may
be expanding overseas. Pher-

ous explains that much of the
travel is complicated - and not
standard, point-to-point travel
— and therefore requires spe-
cial attention.
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Hotels go self-service

AIR TRAVELLERS CHECK-
ING themselves in at airport
kiosks are no novelty. Now
the self-service check-in
model is moving to hotels,
with two chains recently an-
nouncing their own versions.

Radisson Hotels & Resorts
has launched "Express Your-
self", a new generation online
check-in process that is now
available at all its hotels and
resorts in the Americas.
Guests can check in via the
Web and provide preferences
in advance of their arrival,
eliminating a lengthy check-in
process and providing more
control over their hotel experi-
ence.

In October, Hilton Hotels will
follow suit in the US, with a
similar online check-in pro-
gramme for frequent guests.

Radisson claims its 'Express
Yourself' service is the hotel
industry's  first, new-
generation online check-in
process.

'Express Yourself' features a
three-step process. First,
guests reserve a room via
any Radisson booking proc-
ess (Web site, call centre, ho-
tel direct or through a travel
agent). Then, seven days
prior to their visit, they will re-
ceive an e-mail inviting them
to 'express’ themselves by

checking in at the Radisson
Web site. Personal prefer-
ences might include the re-
quest for a specific room lo-
cation (close to lifts, high or
low floor, for example), high-

speed Internet access or
other special service re-
quests.

On arrival, they only need to
identify themselves at the
front desk. They will promptly
receive a key packet and ho-
tel information.

"In the near future, guests will
also be able to express their
personal preferences for ad-
ditional services such as a
newspaper, request an auto-
matic wakeup call or room

service order,” said Bjgrn
Gullaksen, Carlson Hotels
Worldwide executive vice

president and brand leader.
"These features will be avail-
able to all guests, regardless
of booking process."

Meanwhile, USA Today re-
ports that Hilton is tipped to
launch advance Web check-
in at 2,216 hotels across all
brands, including Doubletree,
Embassy Suites, Hampton
Inn and Hilton Garden Inn.

Hilton guests, at larger hotels,
will be able to get their keys
at the self-service kiosks that
are being installed, says the
report.

Kiosk Magazine, meanwhile,
details Hilton’s trial of self-
service kiosks at two of its
largest wholly owned proper-
ties - the 2,035-room Hilton
New York and 1,544-room
Hilton Chicago.

The trade publication says
Hilton is working with IBM to
develop the kiosk hardware
and software.

"Today's frequent travellers
are increasingly sophisticated
technology users who have
been using self-service tech-
nology, such as bank ATMs,
for several years. This type of
tech-savvy traveller will bene-
fit from this alternative to the
traditional hotel check-in, par-
ticularly during peak hours,"
says Tim Harvey, chief infor-
mation officer for Hilton Ho-
tels Corporation.

"Self-service kiosks have
been positively received by
travellers at airports world-
wide, because of the conven-
ience they provide to the tra-
ditional check-in process,"
Thomas Spitler, Hilton’s vice
president - front office opera-
tions and systems, was
quoted as saying.

"Self-service kiosks will allow
our guest service agents to
focus on providing value-
added services to those
guests who require it."
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Divided we stand - United we fall

Some things live on well past
their use-by date. Such is the
case with combined tenders;
tendering for airlines and
TMCs in the one document.
This made commercial sense
back in the days of rebate
deals, and in the days of An-
sett versus Qantas. It does not
make sense now, writes con-
sultant Tony O’Connor.

Here is how it used to work.
Each TMC used to be either in
the Ansett camp or in the Qan-
tas camp. They were either
Ansett or Qantas “preferred”.
That meant they had a high
over-ride deal with one of the
airlines, but not the other.

Also, until recently, most deals
with TMCs were “rebate” ar-
rangements, whereby the
TMC would legitimately keep
all the commissions it received
from various suppliers, but
would offer you a package of
percentage discounts on only
one of the local airlines as
their financial offer to win your
business.

The TMC’s rebate package
was usually exactly equal to
the airline’s subvention offer,
that being the package of dis-
counts that the airline could
offer you directly. Sometimes,
in the heat of battle, a TMC
might dip into its own commis-
sion income and add a per-

centage point here or there to
win your business, but not
much and not often. And
sometimes, if the stakes were
low, a TMC might retain some
of the airline’s subventions to
boost its profit, but not often.
Usually, the TMC'’s rebate of-
fer would be identical to the
subvention offer of its
“preferred airline partner”.

Both airlines depended heavily
on their preferred travel
agents to sell their product.
Neither airline could then af-
ford to upset its large TMC
partners. So, usually, Qantas
would offer exactly the same
package of subvention dis-
counts to all of its preferred
TMCs. Ansett likewise. So
unless the TMC added or sub-
tracted to it, the rebate offer
you received from all the Qan-
tas TMCs would be the same.
Ditto for the Ansett TMCs.
Notwithstanding that the un-

derlying Qantas and Ansett
subvention offers might differ,
TMCs therefore competed
less on price, and more with
services and salesmanship.

Another interesting aspect
was that both Qantas and An-
sett ran their own TMCs. Qan-
tas still does. So as not to up-
set their major corporate dis-
tributors, Qantas and Ansett
would usually ensure that their
own TMCs did not offer better
financial deals than their pre-
ferred “independent” TMCs.
But this might not have always
been the case, and was some-
times a cause of tension.

| can hear TMCs complaining
about over-simplification. Yes,
some TMCs differed on the
discounts they would offer on
their non-preferred airline. But
this was low and a minor fi-
nancial factor for the buyer.
Yes, latterly some TMCs could
offer preferred discounts on
both carriers. But this was in
the dying stages of the rebate
era. Yes, TMCs could differen-
tiate themselves by the level
of mark-ups they would apply
to net fares. But far too often
these mark-ups were not even
disclosed and were high. Yes,
this mostly relates to domestic
competition since Ansett was
mostly domestic.

To page 9
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Asia Pacific gets in on ACTE

LAST MONTH'S 2004 Asso-
ciation of Corporate Travel
Executives (ACTE) Asia Pa-
cific Training Workshop in
Singapore attracted 252 at-
tendees from 14 countries,
representing 151 companies .

The theme “Breakthrough”
summed up much of the
agenda as attendees discov-
ered the steps that travel
management is taking in
emerging markets, gained
insight into the complex yield-
management process behind
the pricing of air travel, were
connected with touchless
technology and came face-to-
face with the new demands of
financial reporting that corpo-
rations require.

In his opening remarks, Mi-
chael Bezer, regional chair of
ACTE in the Asia Pacific said:
"In the new role, the travel
management professionals
do much more. They guaran-
tee the return on investment.
They measure and maintain
the value of travel pro-
grammes. They anticipate
and estimate the impact of
industry trends on the cost of
travel. And they make sure
that travel is aligned to sup-
port company objectives.”

This new direction was sup-
ported by keynote addresses
that forced each attendee to
think on three levels - how
does this affect my organisa-
tion, how does this affect the
people with whom 1 interact
and how does this affect me?
Coming to terms with these
truths is the beginning of
powerful changes to come for
the travel industry, the world’s
largest and most conspicuous
commercial activity.

Strong keynote messages
included the call by Claire
Chiang, co-chair of the Na-
tional Initiative for Corporate
Social Responsibility, for this
industry and its constituents
to “enculture” a responsible
attitude towards community
and environment into its prac-

tice. This was complemented
by two other keynote ad-
dresses — delivered by
Robert Fleming, CEO of Pep-
pers & Rogers Group (Asia)
and Andrew Bell (pictured),
head of leadership, talent &
capability, Hewitt Asia Pacific
Associates - that discussed
the need for circumspection
with regards to data privacy
laws and how leadership de-
fines the best companies to
work for.

Bezer advised the audience
that the newly defined role of
travel management “means
looking outside the industry
for the challenges before they
arrive... And looking outside
your office and immediate
sphere of influence for solu-
tions.”



(®» Page5

US tries to cut queues

TRIALS ARE NOW under
way in the United States of a
new ‘trusted traveller pro-
gramme, which the govern-
ment is touting as one an-
swer to long airport security
gueues, reports iJet analyst
John Briley.

One problem — so far — is that
only frequent business travel-
lers have been invited to par-
ticipate, and it is unclear if
and when the U.S. Transpor-
tation Security Administration
(TSA) will expand the oppor-
tunity to other travellers.

TSA invited travellers to ap-
ply for trusted traveller status.
Starting in mid-June, about
2,400 frequent business trav-
ellers signed up for the pro-
gramme. Each applicant had
to submit to a thorough back-
ground check. Those who
were accepted had to provide
scans of their irises and fin-
gerprints along with extensive
personal information.
TSA then checked those per-
sonal data against several
criminal and terror-related da-
tabases. The agency said
“the overwhelming majority”
of applicants were admitted
into the programme. It pro-
vided no details on how many
were rejected or for what rea-
sons.

The pilot began in the Min-
neapolis St. Paul Interna-
tional Airport (MSP) in Minne-
sota, one of the largest air-
ports in the U.S. Throughout
the Northern summer, air-
ports in Boston, Los Angeles,

Houston and Washington
D.C. also launched pilot pro-
grammes. Each airport will
test the programme for 90
days. TSA will stop the pro-
gramme at all airports while it
evaluates its impact. Pre-
sumably, at that time, TSA
will determine how it will
broaden the application proc-
ess. The agency has pledged
to evolve the programme
slowly, meaning change -
such as whether to open the
programme to non-U.S. citi-
zens living overseas - may
come gradually.

TSA security staff at Minnea-
polis provided a single lane
for trusted travellers; travel-
lers spent an average of
about one minute in that line,
airport sources said, while
travellers in the main security
gueues waited between five
minutes and 90 minutes to
clear security.

Trusted travellers do not get
a totally free pass: They still
must pass through metal de-
tectors and send their carry-
on bags through an X-ray
belt. But, unlike other travel-
lers, they are not subject to
random screening as they
shuffle through the security
queue.

Privacy advocates have criti-
cised the programme, warn-
ing of potential weaknesses
in the trusted traveller record-
keeping system. Programme
participants’ personal infor-
mation is stored in TSA data-
bases. TSA notifies appli-

cants via email whether or
not they were accepted into
the programme, or applicants
can call a hotline to check
their status. Privacy propo-
nents have questioned the
security especially of the
electronic communications.

The government will hold
travellers’ data in its data-
bases after the pilots so that
travellers do not have to re-
apply when the programme
resumes.

TSA defended the pro-
gramme, saying that the new
recordkeeping system com-
plies with the U.S. Privacy
Act.

But the Electronic Privacy In-
formation Centre (EPIC), in a
letter to the agency, asserts
that "TSA will be under no
legal obligation to inform the
public of the categories of in-
formation contained in the
system or provide the ability
to access and correct records
that are irrelevant, untimely or
incomplete."

EPIC also charged that the
system places an unneces-
sary burden on travellers who
want to correct erroneous in-
formation.

¢ ltis still unclear whether
the programme, if adopted,
will be extended to foreign
visitors. Repeated attempts
by btTB to seek clarifica-
tion on this issue have
failed to elicit a response
from TSA.
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SMEs getting serious

From Page 1

Newly renamed GET
(formerly Sydney Express)
shies away from raw num-
bers in dertermining which
organisations would benefit
from travel management.
Spend, according to the
TMC, depends on the propor-
tion of domestic to interna-
tional, so GET prefers to con-
centrate on the “number of
frequent travellers”. Anything
above six warrants travel
management.

BTl Australia classes a
'managed account' at the
$1million per annum spend
level, says Greg McCarthy,
the TMC’s Australian sales
and marketing director. While
BTI has attracted quite a few
new clients in this category,
McCarthy points out that they
represent only a small per-
centage of new business
“‘due to some very large
wins”.

BTI will follow Amex and
CWT, and soon launch “a
new brand specifically for the
SME".

Sandra Hansen, national
travel manager at MSC
Travel, agrees that travel

management makes sense at
spend levels of $1million-
plus.

“Most of our business is from
the SME market as this has
been the area we have been
targeting for the past 18

SME characteristics:

. Despite increased pragmatism about travel policies,
travel remains an emotional and sensitive policy area.

. The vast majority of SME organisations will use only

one travel service.

. Managers want to be confident that their spend is effi-
cient, not necessarily the lowest possible cost.

. SMEs seek a customised service based on understand-
ing of the organisation and its travellers.

Source: American Express Australian SME business travel sector survey.

months,” she explains. “At
least 80% of our new busi-
ness would fall into this cate-

gory.”

Hansen echoes Pherous’s
emphasis on customised ser-
vice, saying “SME cli-
ents respond extremely well
to a more personalised ap-
proach and to a TMC which
seems to understand their
business and can sympathise
with their issues ,then offer
some alternatives and solu-
tions to optimise their travel
spend”.

With growing awareness of
the need to manage even
modest travel budgets, the
biggest challenge to TMCs is
the supplier-direct model.
This is equally true in New
Zealand, where up to 80% of
the market could be de-
scribed as SME, according to
Scott McRae, director of Orbit
Corporate Travel.

“Airlines are targeting SMEs
with their online solutions” he
says, “However, this target
market is more savvy and are
aware of the benefits of hav-
ing a specialised travel com-
pany manage their arrange-
ments.”

“ This includes services such
as back-up support required
when it comes to making
changes due to unforeseen
business commitments or
when travel arrangements
are disrupted by the likes of
weather. Having a TMC man-
age their travel allows them
to concentrate their attention
solely on their core business.”

There’s a similar message
from GET, where a spokes-
man explains that “to retain
any business, you must be
providing value. Our role
must be of an advisor/partner
as opposed to simply a travel
facilitator.”




Pherous has strong views about the supplier-
direct approach: “Supplier-direct initiatives will
force the supplier's product down the throat of a
customer, rather than what is best suited and
most cost-effective for a customer.”

He argues that offering genuine choice on do-
mestic and international options and independ-
ence in choices is still a strong value proposition
to this market, and can be proven time and time
again to reduce expenditure much more than
sticking to one supplier.

“Whilst direct airline initiatives is a growing force
in the market, they cannot offer any of these
things which are still very valuable to this market,”
he adds. “To me, the direct initiatives cover the
under-$100k corporates who are typically less so-
phisticated and cannot value other intangibles
and time savings.”

An American Express spokeswoman concurs,
saying TMCs can retain and grow SME business
by focusing on delivering value at every step of
the way, by acting as a true travel manager and
forming a meaningful travel policy, providing data
reporting, and securing best-fare-of-the-day
across all carriers. “Additionally, TMCs are invalu-
able as a source of market information and intelli-
gence on industry trends and influencers,” she
says. “By demonstrating the value provided by
dealing with one single supplier, clients receive
the benefits of consolidated reporting, policy com-
pliance, maximum consolidated purchasing power
and the ability to locate all travellers at all times.”

BTI's McCarthy says TMCs can add value in ar-
eas such as the provision of 24-hour service,
global reissuing of tickets and, for a small fee, the
analysis of spends and booking patterns. “This
can never be achieved with supplier-direct initia-
tives,” he stresses.

BA cuts commission

British Airways has followed Qantas’ lead
and announced plans to cut base agent
commission levels in Australia from 9% to
7%.

"Changes in market conditions over the
past few years have accelerated the need
to reduce our distribution costs in order to
restore profitability and ensure our survival,”
says Don Clark, British Airways regional
general manager for South West Pacific.

Last month, Qantas announced commis-
sion cuts which come into effect next year.
Australian domestic base commissions will
fall from 5% to 1% from July 2005; trans-
Tasman and New Zealand domestic base
commissions will be cut by the same mar-
gin from January 2005 when international
base commissions drops from 9% to 7%.

The Qantas’s decision came as no surprise
to a market which has been anticipating the
move for years.

Meanwhile, Air New Zealand is “ watching
the situation very carefully and exploring all
the options”.

Analysts expect the Kiwi carrier, which cut
commissions in its home market, to follow
suit soon rather than find itself
“uncompetitive with its cost of sale com-
pared to major competitors”

Air New Zealand removed base commis-
sions in the domestic New Zealand market
in 2002, when it launched its 'Express'
model. The airline currently pays 7% base
commission in Australia.

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
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Technology won’t bury TMCs

Do the Internet and direct
deals with suppliers herald the
end of the travel management
company? Not at all, accord-
ing to US analyst Les Baker.

| am optimistic about the fu-
ture of the travel management
company. In this era of "gloom
and doom", a few seem to
have written off the travel
agency. Nothing could be fur-
ther from the truth. From my
perspective, the TMC is a
valuable and necessary sup-
plier of service and expertise.
Those agencies which under-
stand their core competencies
and have a clear strategy,
have a bright future.

The ever-changing environ-
ment within which corporate
travel agencies operate re-
duces the time to determine
strategy. Just keeping the boat
afloat is not enough. Under-
standing the role and core
components for the agency
are essential to articulating the
value proposition.

What we know

The distribution channel will
continue to fragment and con-
fuse everyone. That is good
for the TMC because it de-
mands expertise to manage
that process. There will be
many new entrants, each with
a different slant on their solu-
tion.

Travel is complex and each
new option doubles that com-
plexity. The Internet does not
simplify per se; but it does fa-
cilitate new entrants. And just

as the Internet did not replace
paper, teleconferencing will
not replace travel and the web
will not replace TMCs.

What to remember

Lowest price is important, but
value is more so. If lowest
price was the only criterion,
business travellers would
travel by bus.

TMCs must focus on their core
competency. Almost exclu-
sively, those components can
be divided into reservations,
documents and information.
The agency is the integrator,
the glue that weds a complex
transaction.

Complexity requires expertise.
The fragmentation of the distri-
bution channel creates de-
mand for neutral, expert com-
petencies.

No one solution will solve all
problems. Business has no
desire to turn business travel-
lers into travel agencies, but
businesses do strive for value
and efficiency.

What we must learn

Since there are many dispa-
rate sources, information pro-
vided by the TMC knits the
travel experience into a cohe-
sive package. This process
begins with the reservation -
whatever the source - and
continues to information.

As a neutral provider for the
reservation, the TMC sifts
through the many options, giv-
ing the best options to the cor-

poration. The agency merges
many various documents from
sources and suppliers into one
cogent itinerary. This service
has great value to a corpora-
tion, as sources can range
from the Internet to GDS, ho-
tels, car hire companies, visa
requirements and special re-
quests.

At the end of the travel pipe,
information is packaged to en-
able informed decision-making
and provide value to manage-
ment.

Reports from the agency in-
clude tools for security, nego-
tiation and budgets. There is
no better source of data than
the travel agent.

The task is to bundle services
so the managed travel value
proposition is clear and com-
pelling . In doing so, the fee
for service simply represents
that value for integration of
core components.

Making reservations, prepar-
ing documents and providing
good information while articu-
lating that value proposition
constantly to clients and pros-
pects is the end-game.

Change is opportunity, and the
well-managed TMC has a
bright and profitable future.

. Les Baker is vice presi-
dent of Prism Group, a
travel technology com-
pany headquartered in
Albuquerque, New
Mexico.
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But Qantas tied domestic and
international  discounts  to-
gether, so domestic discount
offers were the main assess-
ment game. Mostly, the air-
lines’ package of subventions
passed through TMC tenders
intact and unaltered, and you
chose a TMC and a preferred
airline at the same time ac-
cordingly.

That's how it used to work.
The point is that the financial
offer from the TMC was actu-
ally a set of airline discounts.
And the set of net discounts
that you received from the air-
lines depended upon which
TMC you used. You really
needed to see the airline and
TMC offers simultaneously to
know the net positions and
choose the best overall offer.
Combined tendering made
good sense. No longer.

Now, TMC terms and airline
terms are (quite separate.
Now, you should have a fee-
for-service financial arrange-
ment with your TMC, whereby
you pay them a negotiated
fee, and they pass on to you
all of the commissions gener-
ated by your bookings. Being
truly visible, TMC fees are
thereby competed down. Also,
TMCs are no longer funded by
suppliers and should work
only in your interests.

Ideally, having appointed a

TMC based solely on the mer-
its of its independent financial
and qualitative offer, the
agency should then assist you
to negotiate best airline terms
with zero bias advice. It is cer-
tainly a service that they offer.
However, it is perhaps a little
over-marketed and under-
delivered.

What would be the effect of a
combined tender in today’s
fee-for-service corporate mar-
ket place? Probably added
cost and confusion. You might
receive higher cost rebate of-
fers from TMCs, unless you
specified otherwise. You might
receive unfortunate rebate-fee
hybrid offers from some TMCs
that could double-dip and
overcharge. The airline dis-
counts you receive might be
made unnecessarily TMC de-
pendent, which could mean
loss of control. Direct negotia-
tions with airlines could be
muddied. You should be
cherry-picking international net
fares, fitting these with pre-
ferred airline offers, and
choosing the optimal mix,
which might not include a pre-
ferred airline deal at all.

Using the old combined ten-
dering method will shut down
your options. It will probably
raise both your TMC fees and
your airfares. You will lose
control. Forget best-fare-of-
the-day. And they’ll pick you
as an uninformed buyer. Don’t
do it.
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The Chifley
on South Terrace, Adelaide
offers personal service, fabulous
food, complimentary parking and
beautiful parklands right on your
door step.

$139] i nign

Book on-line:
www.chifleyhotels.com
GDS Code: TH
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