Week 1A - Sept 2nd 2014 – Rachel’s notes
Distribution method travel & tourism:
Prof’s Philosophy: 
· Don’t waste time
· Learn to earn and “The way to make money is to make money for someone else.”
· What do you want from me? “write a letter of reference” 

How do you become more visible and more appreciated at work? “Impressive”
· What is unemployment like for your age group? Why? “People studying the wrong things, etc history” “Many people (men) not getting education.” “Identify what you want to do in life then work”

Production suppliers
Travel Trade Intermediary network
End consumer = travellers

What distribution channels like to do:
1) Bundle together
2) Consult with and advice to consumer
3) Bring buyers and sellers together resulting in increase of sales
4) Make sales efficient, less waiting times
5) Everyone has to be paid what they deserve 
6) Travel details to be arranged
7) Able to buy all the insurance, services 
8) Handle complaints 
9) Create a customer profile through collecting market research

Distribution channel key part marketing: 
Ps:
Product – What is offered for sale for customers need/wants. Distribution channels show accurately and honestly to customers. Distribution channels must suit special characteristics of travel product. 
Service = Reliability Assurance Tangible E
1) Partly Intangible 
A)  Travel services products are produced in different place and time from where they are distributed. Cannot be seen or tried out. Distributing the product and service information shown by verbal information. Information technology is the most important part of distribution. (video brochure)
B) No guarantee of satisfaction possible. Sold in the climate of uncertainty.
The right to use product and services in the future not satisfactory guaranteed. Distributing a promise. Distribution channels has to build a trusting relationship so the customer will believe.
C) Product does not build up inventories. Hotel rooms are perishable. 
D) Products virtually identical. (Mostly depend of $)
E) Travel purchase initiates chain reaction. Sales are linked 
F) What gets transported? Customers
2) Promotion (mail, flyer)
3) Place (Car dealership in casino, shopping mall)
4) Physical environment
5) Purchasing process (distribution reaches the market, right medium: media, right type of purchasing and paying)
6) Packaging 
7) Process of delivery 
Distribution channel is a unique marketing mix of the P words. The mix of the P words are controllable, carefully designed. The moment of truths. 

An assessment of direct
Distribution to suppliers
1) Simple –  Don’t have to pay intermediaries, keeping them happy. But have to pay overhead yourself. There will be a distribution cost. 
2) Reduce external overhead. 
3) It may increase sales, especially with complimentary goods offer convenience. 
4) Greater control over the distribution of product/service. Have the right and specific answers. Making sure service is consistent. 
5) Get closer to customers. Allow to monitor customers. What they like, what they don’t like. 
6) Flexibility. Could stock up for demand
7) Chance for more profit. You own all the distribution. Don’t have to discount for intermediary to keep them happy. 

An assessment of direct distribution to consumers
1) Control over trip components. Can get more variety of product
2) Save time. Don’t have to wait for the intermediary
3) Greater accuracy. Short chain, not a lot of mistakes 
4) Perceived saving as cut out middle man
5) No advance arrangements

An assessment of Indirect selling (intermediary) to suppliers
1) Increase number sales outlets 
2) A sales force without overhead. (don’t have to pay unless they makes a sale)

Assessment of indirect distribution to consumers
1) More product/service choice 
2) Quite possibly lower price
3) Better service. Preferred supplier: meet customers needs, consistent, have good reviews, reliable, good at service recovery. 
a. Indirect can make recommendations, direct will only recommend themselves. It is convenient location. 
Every company has to decides if they are going to go direct/indirect then decide which general type of intermediary to use (travel agent, tour operator), then decide which company (flight center)

Week 1B - Sept 4th 2014
World Travel and Tourism Patterns:
Resulting from the Global Distribution of Travel and Tourism:
- Domestic Tourism: Travelling in your own country
 	- 75-80% of all travel is domestic
 	- Hard to calculate because no one reports it, no borders through countries etc
 	- Larger travel in own country as?
 	      1) It is cheaper
 	      2) Shorter in duration/less distance

* Don’t need to memorize specific numbers

- International Tourism:
	World’s Most Popular Leisure Travel Destinations:
	Visitors 2013:
	1. France 	83.0
	2. USA      	67.0
	3. China	57.7
	4. Spain		57.7
	5. Italy		46.4
	6. Turkey	35.7
	7. Germany	30.4
	8. UK		29.3
	9. Russian Fed	25.7
	10. Malaysia	25.0
	16. Canada	16.3
What trends do you see?
- North America and Europe own leisure travel, Europe is 5/10 leading pleasure countries in the world.

Why does Europe have the highest number of pleasure international travel arrivals?
 	- Countries are so close together
 	- Huge population
 	- Family ties

	World’s Most Popular City Destinations:
	1. Bangkok
	2. London, England
	3. Paris
	4. Singapore
	5. New York
World’s Top Leisure Travel & Earners: (In $US Bills)
	1. USA		94.2
	2. Spain		53.2
	3. France	48.7
	4. Italy		40.2
	5. China	39.7
What countries are the biggest spenders in leisure travel? (In $US Bills 2012)
1. China	102
2. Germany	83.8
3. USA	83.7
4. UK		52.3
5. Russia	42.8
6. France	38.1
7. Canada	35.2
South & East Asia (Korea, Thailand, Malaysia, Singapore, Indonesia, Taiwan, Macau, Hong Kong):
- Tight labour in Japan: Moving manufacturing to other countries > Salaries go up > Producing travel markets 
- Fastest growing markets/fastest Hospitality and Tourism market in the world is in Asia
- Asia itself is not the source of tourist, it has become a major tourist destination
- Currently, Communist China is letting people travel outside their country

ADS Standing: Approved Destination Status

- China gave Canada the ADS, so people from China can travel to Canada
- By Year 2020, Largest outbound is from China

- “The Chinese are the nouveaux riches of tourism. They have lots of pent-up travel enthusiasm and their growing middle class will soon have lots of vacation money to spend in destinations that have been, until now, off-limits”.
- Even if 1% from the 1.5bill Chinese travel, that’s 15 mil people.
- “Some of the most successful entrepreneurs in the USA, Australia, and HK – are investing billions of dollars in hotel and casino development in Macau… and are already reaping tremendous financial reward. Profits generated by his Macau development caused Venetian Sands Inc. own, Sheldon Adelson, to leap 12 spaces on the Forbes 400 chart, becoming the third wealthiest individual in the USA in 2006. Forbes estimated that from 2005-2007, Adelson earned almost $1 mil per hour from his investments. Macau’s casinos and other gaming enterprises reaped collective receipts of $10.74ill in 2007 (Duarte, 2009). The sheer numbers are staggering.

- China and India are among to be top 6 economies very soon.

Europe:
- Western Europe suddenly 27-40 countries:
“Suddenly 430 million, mostly well-educated citizens of Eastern Europe and the old Soviet Union free to travel after having been locked up for more than 50 years

Russia:
- Crude Oil (Russia’s leading export) jerks the country in the late 1990s, the effects of this underestimate, they’re spilling down on every level of society
- Russia has signed an arrangement of China (Russia will supply China with oil and natural gas).
- Moscow has more billionaires than any other city in the world.

Greece:
“Greek public servants have their nose to the grindstone 24/7. They work 24 hours a week for 7 months of the year… Every year you receive 14 monthly payments but you only do about 30 weeks’ work for it. For many public sector “workers” the work day ends at 2.30pm, when you retire on your 14 monthly pension payments, you scarcely notice the difference, except for a few freed up mornings.”

Europe’s biggest problem:
- Eurozone needs a single budget (Each country had their own budget) (PIGS: Portugal, Italy, Greece, Spain)
- If and how to force individual Euro govts to enact deep spending cuts before getting bailouts from the European Union

The Americas:
South America:
- “The Sleeping Giant of Tourism”

The Middle East:
- Terrorism and Oil

Arab Spring = The people forcing the Governments out
Problem: 
1. Security Issues
2. Bloodbath
3. Corruption
4. Al-Qaeda

Africa:
- Poor economy

- Terrible poverty
- Disease outbreaks (AIDS, Ebola, Racism etc)

Canada:
What are the leading companies in Travel and Tourism in Canada?/What are the leading contributors to Canadian Tourism?
 	1. Air Canada
 	2. Ontario Lottery
 	3. Longo Quebec - Gambling part in Quebec
 	4. Air Transat – Leading carrier for packaged trips

Prof’s own stuff:
Most Important Question: So what?
- How do you adapt with everything’s going on in the world?
1. “Invest in yourself, your most valuable asset is you. Keep your skills relevant, make learning a lifelong exercise.”
2. “The most valuable asset to working people have is your income.”

Distribution Channel:
- Structures of various combinations of travel organizations through which an originating producer/supplier of travel products/service communicates about a product/service to buyers and through which buyer(s) interact with suppliers
- links the Demand and Supply

3 Types of Tourism: Pleasure, Business and the Combination
Production Suppliers:
 	- Are at the back of the channel 
 	- Example: 
 		- Carriers: Airlines (air), Crew ships (sea), Rail, Car rental 
 		- Hotels, Motels, Resorts, Timeshares
 		- Casinos
Travel Trade Intermediary Network:
 	- Connects the supplier and the buyers
 	- People and the companies selling or re-selling the travel products and services that they have bought or other wiser thing from the supplier parties further back of the channel
 	- Example:
 		- Travel Agents – Buying on consignment will not take possession or ownership
 		- Tour wholesalers
 		- Ticket sellers
End Consumers = Travellers (at the front of the channel)



Must Facilitate 3 Phases of Commerce:
 	1. The Information Phase: 
 		- Inform the target(s) of your products/services details
 	 	- Promotion Stage: Get the target(s)’ attention
 		- Made it available
 		- Able to answer your questions
 		- Warranty (lets you know about the supplier, etc)
 		- Geographical Destination Hirer – You enable the buyer to drill down by location until 
 		   you get the price, departure/arrival date etc
	2. The Negotiation/Arrangement Phase:
 		- Tailor-able and Flexibility to an individual’s needs and wants
 		- Meals 
 		- Payment style – In monthly payments, credit cards, debit
 	3. The Settlement Phase:
		- Booking confirmation
 		- Inventory of Product and Services has to be adjusted in the Distribution Channel



Week 3A(?) –  Sept 16th/17th - Rachel’s Notes:
Package: Standardized offer comprised of two or more elements of transportation, accommodation, food and beverage, destination attractions as well as other possible facilities and services that would otherwise be marked separately. Such packages are distributed to consumers at a single partly or fully inclusive price in which the cost of the components cannot be separately identified. 
Bus= Motor coach (Tv, Bathroom, internet, comfortable seatings, big tinted windows, air conditioning)
Eg: Churchill Manitoba polarbears. 
Package are sold without the prices being revealed therefore The package doesn’t impact the suppliers rake rate. 
Who pays for the advertising of the packages? 
Are the packages popular? Yes
An assessment of packaged tours from the customer’s perspective. 
Package includes sightseeing, tour guide, luggage handling, tipping, meals, accommodation.
1) Special interests-people with common interest (Astronomy, hot air balloon, bird watching)
2) Meeting people 
3) Best accommodations (no competition when booked earlier)
4) Hassle Free (help with language, luggage claim, shuttle bus)
5) Educational (Tour guides know all history, geography, architect enterpreted)
6) Better informed supplier  (information in depth)
7) No planning by traveller
8) Know the cost (can budget, don’t have to bring cash around, avoid getting pick pocketed)
9) Safety
10) Variety/Flexibility (Let tourists see whatever they want at the end of the day, meals: don’t have to eat at the same place, open jaw/close)
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Travel Packages:
9. Safety
10. Variety/Flexibility – Offer free time to the client
- Different Arrangements – Tours and Packages so you don’t have to eat the same food, time  
- Open Job VS Close Job – Close job: Fly in and out in the same place, Open job: Fly in to Orlando but fly out in Tampa
11. Lack of Alternatives:
- Some destinations only come with packages
- Get exposure 
12. Save Money:
- Single group experience, much more efficient
- Selling the same thing to 50 people > 1 Letter towards the hotel instead of selling a different thing to 50 different people
- Buying in bulk, better known as economies of scale – results in a different price
- To spend less, tours are offered in the ‘shoulder season’: Sell at a cheaper price when it’s shoulder season and it’s a lot cheaper. 
- A package = 1 Transaction cost
13. Save Time:
- If you buy a package, you’re going to save time
- No delay in getting the tickets, tour busses will be ready before you are

Term “F.I.T” = Fully Independent Traveller – A small group like you and your husband, or your husband you and your kids… That’s it. “Individual”.  & “G.I.T” = Group Independent Traveller = Groups under 15
14. Improves Locating Destination Information:
- Not every hotel has a 1800 number, not every hotel is in a guide. Package will tell you more about the hotel etc.
- And you can compare package prices & reduce the time of trying to find these packages
15. Value For The Money:
- Person who buys the package vs the person who travels solo are twice as likely to rate the trip as excellent value for my money

An Assessment of Packaged Tours from the Industry’s Perspective:
1. Increase Profits:
a. If you become a specialist packages, you can charge whatever you like because you’re the only one who does it
b. If you sell 50 of the same package, it’s 1 letter to the hotel cause it’s the same package – saving a ton of money instead of selling 50 different letters
2. Reduces Promotion Costs:
a. You team up with every category – and you don’t pay to advertise because the other companies will (?)
3. Increases Occupancy/Usage:
a. No marketing costs if you have packages

Main Tour/Package Attractions:
1. Live Shows
a. Leading to go to theatre, comedy shows
2. Casino/Gambling
a. #1 Place to go for is Macau. Las Vegas, Atlantic City, Gulf of Mexico.
3. Shopping
a. In North America, big shopping destinations are: Outlet malls – Burlington Outlet Mall (USA), West Edmonton Mall
4. ALL are weather independent ^ - Rain or shine, they’ll still be open
Growing trend in the independent solo travel:
· Price sensitive tourists
· Not flexible enough
· Small group of people who planning their own travel is fun
How a Travel Club might work:
· Travel Packager puts together a Travel Club 
Positive Features | Negative Features of travel clubs for members and for a founding travel company:
1. Positive: Members get benefits?
a. Special services or discounts, etc – Going to offer trips cheaper than the travel agent (because there is no travel agent – the middle man, so no need to pay commission)
b. Getting points – so you can redeem items
2. Negative/Positive(?): But Membership Fees:
a. Positive: Membership fees might be low
b. Negative: Membership fees might be high
c. But the fees doesn’t matter as long as your benefits outweigh the fees
3. How handle non-club members?
a. Could charge non-club’s members a higher fee, and with the extra money, make the member’s fee lower
b. Non-club members can take 1 trip, and soon, they’ll become members as well
4. Clubs of all types always provide literature to members?
a. Put into newsletter/magazine the club’s trips – what we’re offering next year
b. Travel lovers want to know – Local events, cheap deals, packing trips, places to go, what to see, stories of members by the club, 
c. How to distribute this newsletter – snail mail or e-letters?
5. Hold parties/reunions/meetings/dinners or evening events?
a. Who will come, including whom besides the club members?
b. Suppliers – who can put up booths and talk about their own things
c. Friends – who can bring to expand the club
d. Guest Speaker – to talk about a new place
e. Staff – Trip tour guides, trip managers, trip designers
f. At these special events if you were managing the for the company’s club, what would happen? – Customers who can participate in the design in the next trip, business meeting in front of the audience and the audience can input their own opinions, Use customers to develop new product offerings.
6. But Clubs need officers to do work?
a. The voluntary members to do the work – treasurer, planner, etc.
b. Who benefits? Everyone benefits. Cost = $0.
7. Specialty clubs for niche markets?
a. Senior citizens – They have a lot of money – Where do they like to travel? South. 
b. People who like to travel to cold places
c. Families
d. Singles and swingles
e. Graduation trips
f. Food travel
g. Adventure seekers
h. Sports travellers 
i. Train tours
j. Luxury travel & Cheapies
k. Shopaholics 
l. Gamblers
m. DINK = Double Income, No Kids
n. Sail boating
o. Science enthusiasts
p. Astrology
q. Sports – Spectators and Participants



Week 4A - Sept 24th 2014
8. Members do not travel with amateurs
9. Members meet and travel together so social aspect exists in which?
a. Social Aspect means friendships
b. Romance
c. Network with one another – suggestions will be made regarding trips the club should have, etc
d. A sense of belonging – hardly ever be a trip where the individual doesn’t know someone
10. Not treated as a one-time short run customer – aka service – which is why people joined the club to begin with
11. Know if something goes wrong, how much will the club make the effort to make it right? More so, than any travel agent would for a solo traveler as?
a. Why would the club make amends? – Because the news of dissatisfaction will ruin the club by word of mouth
12. High brand loyalty as?
a. Because of all the 11 options above ^ . 
13. High volume of repeat travellers so does club founder need to increase size club?
a. No – because of the repeat travellers, not necessarily need to promote the club, etc
b. Do not want the club to be humongous, because it would not be intimate, etc
c. Be an exclusive club – with a waiting list for people who want to join the club
14. May not be able to offer same trips repeatedly as?
a. Depending on the target market – Some people like going repeat trips
15. Highly credible form of advertising? Eg: newspaper, tv, radio
a. From WOM: Word of Mouth – which is why you’re going to trust a club member more than an advertising – the member has nothing to gain
Conclusion: This is an entrepreneurial idea – have to always come up with new ideas

MNA: Mergers and Acquisition
Integration: Where 2 or more firms have common ownership
Standard distribution Channel: 
Transport Carriers:
· Air, Rail, Car RentalEach gets supplied from the one before it

· Tour Operators – TO 1, 2 and 3
· Travel Agencies – TA 1, 2 and 3
Downwards Arrow: Each one supplies the one after
Vertical Integration: Different distribution channel 
Horizontal Integration: When firms of the same level of activity (like TA 1 & TA 2) in the distribution channel become part of the same firm

Air Canada owns other affiliate airlines like:
· Rouse 
· Jazz
· Air Ontario
· Air British Columbia
This kind of integration is called Horizontal.
Is Horizontal Integration always going to be competitors: No, because it’s between similar components – because they’re all transport (like air, rail and car rental)

Week 4B - Sept 25th 2014
· Backward Integration is acquiring a company that would supply you
· Forward Integration is acquiring a company that I would supply to
Why Integrate?
1. To Increase Sales
a. Increase more revenue if the companies complement one another
b. Can cater to specific markets
c. No longer competing against each other
d. Integrate strategically to your company
2. To Increase Profits
3. Price Fixing Opportunity
a. Buying over your competition, and now you can set your price whatever you want
i. Best Buy and Future Shop > Best Buy owns Future Shop 
b. Exclusive asset to certain destination 
i. Eg: Only two airlines goes to Cuba, and they can work together to jack up the price
4. Traveller Convenience
a. One branch connects to all the other branches because they’re integrated 
b. Casinos are SUPER integrated – “One Stop Shop”
5. Increase Market Exposure
a. Each Integrated part is going to help promote one another
6. Widen the range of Clientele
a. Cross-Purchasing
b. It diversifies a market in case of a downturn
i. USA merge w Canada – When USA market goes down, but Canada is going up, your company is saved
7. Economies of Scale
a. Economies = Saving
b. Scale = Size of the Operation
i. If you produce a lot -> You’re a specialist -> You become a pro -> Quality goes up -> 
ii. Price per Unit goes down
iii. Mass production also have benefits of Economies of Scale
iv. Standard of living also depends on the EOS
Travel Wholesaler/Wholesaling:
· Travel Wholesalers are packagers, they assemble tour elements
· Problem: Putting something together that people will buy
· Does not sell directly to the public
· Wholesalers supply to other intermediates (on the top of the chain – like hotels, etc)
· Buy from the seller = Take ownership
· OR
· On consignment
· Non VS Independent Wholesalers:
· Why would company integrates with a wholesalers?
· Because they can make money > Air Canada has a wholesaler so everyone who takes the package will take Air Canada flights 
· Integration with Wholesales have been slow:
· Monopolistic
· Law
· Retribution from the competitors will be huge
· Other wholesalers will threat Air Canada to not have their packages with their flights
· All businesses rely on relationship and power
· Sometimes large travel agencies will start a wholesaler as well, and they’ll integrate
· May cater/tailor to segments:
· May target certain markets
· Ethnic groups – eg: African American
· Activities – Sun & Fun (going to an island in the winter)
· Destinations
· Transportation - Cruises
· Wholesaling is not a company, it’s a function
Economics of Wholesaling:
1. Start Up:
a. Deposit – a fraction of the value of the airline/f&b/hotel room
b. Bought in bulk – eg: for 200 people – covers their air seats/meals/rooms
2. Return on Investment (ROI):
a. G.I.C = Something Investment Certificate
b. Risk:
i. What if it doesn’t sell?
ii. Supplies fail to perform
c. $$ I’m going to make – 3% (random number) of the $500,00 worth of inventory = $15, 000
d. Deposit/Up Front Investment may have been only 10% = $50, 000
e. Making $15,000/$50,000 = 30% - Huge Return on Investment
i. Concept: Concept of Leverage
ii. Leverage is to use something to your advantage
iii. Leverage is to multiply the outcome beyond the resources you put into
1. Another type of leverage: Education
3. Cash Flow:
a. Wholesaler gets the money just before the trip starts 
i. Wholesaler will pay the supplier 60/90/120 days (depends on negotiaton) after the trip 
1. Reason for 60/90/120: Consolidating time, Clerical time to cash the money, etc
2. Called the “Float” because the money is floating around and the Wholesaler and do whatever they want with it
a. Money is at disposable to the wholesaler
b. Interest free
i. Money arrangement:
ii. Using money from the FLOAT to make more packages with other companies – using the FLOAT money to pay deposits for the new companies – and hoping people would buy these new packages with the new companies, and using the deposits from them to pay back the old company
ii. Profits will be on the move
b. What would you do with the $?
i. Use it for the deposits
ii. If wholesaler’s customers pay in 1 place (Toronto) where prices are high and wholesaler then pays suppliers in another place (Cancun) where prices cheaper, who gets the difference?
1. Wholesaler
iii. What if wholesaler’s currency appreciates compared to currency suppliers must be paid in between time when block booked at a price and when balance due?
1. Also to take into account of the currency – Toronto$ to Cancun$ (Pesos)
4. Fixed Costs:
a. Biggest Fixed Costs: Suppliers – Other fixed costs are like heat, lights in the office, etc
b. Breakeven 85%



Week 5B - Oct 2th 2014
Timesharing Principles:
· Started out as a bunch of small companies
· Has become more sophisticated – and universities are starting to offer courses in Timeshare and Timeshare Management
· Gradually professionalised 
· Examples: Starwood, Marriott, Four Seasons, Delta Hotels
· Getting credibility and management expertise because the big companies are coming into play
· Are called:
· Holiday or Vacation Clubs
· Private Club Residences
· Interval ownerships
· Vacation ownerships
· Holiday ownerships
How it works:
1. Person buys right to use:
a. Have the right to use It – frequently between 10-40 years
2. Person buys ownership:
a. Not as popular
i. You get it for repeated duration per year
ii. Typically Timeshares are sold for one week intervals
3. Example: Buy a:
a. Buy 1 or 2 bedroom? – 2 
b. Buy on what Floor 4 or 8? – 8 
c. Buy with balcony? – Yes
d. Buy high/low season? – High season – what’s high season of Summer? In the month of July
e. Buy for duration – 30 years
f. Buy at a location – 5 Star Resort
· Suite Estate
· Has Kitchen provided
· No need to bring cutlery
· 1 or 2 weeks not available for Maintenance 
Location # Time Shared Resorts, %:
· USA 37.5%
· Europe 28.7%
· Mexico 7.0%
· South America 6.7%
· Caribbean 4.9%
· South Africa, Australia 3.4%
· New Zealand and Fiji 2.8%
· Canada 2.2%
· Asia Pacific has a lot of Time Share potential
· Dynamic economies and will generate a lot of revenue from Asia Pacific
Positive and Negative Features:
1. Pay only for what you need and use – Principle of Time Share (+1)
i. Doesn’t pay as much as you do
b. If you’re sick and can’t make it to your 1 Week Time Share (-1)
c. Because when you start a job, you get 2 weeks of vacation – can use 1 for Time Share (+1)
Total: (+1)
2. Price
a. Eg: 6N = $1, 000, 1N = $166
b. Over how many years?
i. 40 to 50 years
ii. So 50 years X $1, 000 (per vacay) = $50, 000 on Hotel Rooms in Your Lifetime
c. Say Ownership Time Share price is eg: $15, 000
d. $50, 000 - $15, 000 = $35, 000 – Buying ownership is cheaper than renting
e. How to bring a price down?
i. Example: Buy a
1. Buy 1 or 2 bedroom? – To buy 1 bedroom
2. Buy on what floor 4 or 8? – Why not on Floor 1?
3. Buy with balcony? – No
4. Buy high/low season? – Shoulder Season – Just off the high/low season: Like 1st/2nd week of September
5. Buy for duration? – Do I have to buy it for 30/40/50? No, buy it for 10 years
6. Buy at a location? – Do I have to buy a 5 Star property? No, buy a 3 Star
f. It makes recreational property affordable to the massive middle class
3. Save Money:
a. Advance Purchase of Time in Holiday Accommodation
b. One time Up-Front Cost
c. At what price do I have to pay? – This year is 2014, so I buy it at 2014’s Price
d. Inflation Protected because you’re buying it at 2014’s Price
e. Initial Payment > If Rent eg: $15,000 VS $1,000/week (-1)
f. Come out Ahead, depends on?
i. Why you might not come out ahead?
1. Opportunity Cost – What couldhv done better with $15,000 instead? – Even though $15,000 for 50 years is a deal
2. Future Increases in Accommodation
3. Time Share company going bankrupt 
a. What’s the best way to make sure you don’t lose your money in Time Share?
i. Go with a reputable company
4. Economies of Scale:
a. Fixed Cost: 
i. If 50 people are buying Time Share, you only pay 1/50 of the tax – ONLY if they get sold
ii. If only 25 people are buying Time Share, you have to pay 1/25 of the tax
1. If you want every Time Share to be sold, then go with a reputable company
5. Investment Potential:
i. Small investment you can get the investment advantages that owning real estate?
1. Biggest advantage of real estate:
a. (+) Price goes up
b. (+) Eventually, you’ll own the entire apartment
2. But Easy/Possible Resell?
a. Depends – sometimes yes, sometimes no
6. Renting it to Others:
a. Depending on the location – but perhaps $2, 000/week
i. In a few years, it’ll pay off by itself
b. Worth the hassles involved in renting?
c. Find suitable group of tenants
i. This means?
1. Advertising/Showing
2. Headache of Screening
3. Risk of Damage
4. Risk of Non-Payment 
ii. Solutions:
1. Company who you’re renting from is going to do it
2. Risk of Damage – Deposits, Insurance
3. Risk of Non-Payment – Pay Up-Front
7. No Maintenance by Owner:
a. Paying bills to the utility – Done by the Time Share company (+1)
8. Same People Reunited Annually:
a. Every year, the same people that own the Time Shares come again – it’s like a community
b. Chance to renew friendships
9. Flexibility:
a. Same location and unit for 40 years? (-1)
b. Intervals - Time Share companies are now selling 1/2/3/4 days in a year
c. Points redeemed for eg: for?
i. Redeemed points for different sized units, different seasons, and different locations
d. Do you see entrepreneurial opportunity?
i. If it’s a different location, Time Share Company will swap your location with other Time Share people locations
ii. Requests Matched for holiday accommodation on the basis of the quality
iii. Last minute discounts 
Time Share Companies:
· RCI = Resort Condominiums International
· Charges for location swaps
· II = Interval International
· Have connections with hotels, airlines, cruises, etc.
Conclusion:
· Why is Time Share taught in this course?
· Many applications to timesharing: 
What could be time shared?


Week 6B – October 9th 2014
Not so long ago, the Airlines done everything they could to cut the costs. They had lowered their labour costs, they had tried to match the right planes to the right roots, they have saved money through partnerships/integration. Airlines have been running lean and mean. They have exhausted all of their savings. They have turned their savings to something else – distribution channels.
Early 1960s American Airlines with IBM (International Business Machine) = ?
· They thought they could automate the airline system
· They automate the airline reservation system
· They came up with the first ARS – Airline Reservation System
· First ARS was called “Sabre”
· The first non-manual system because it was on a computer
Early 1970s terminals installed in travel agencies so agents book airline seats without talking on telephone = ? 
· Travel Agents could book seats without talking on the telephone with the Airline
· 1st Online E-Commerce
Hotel CROs:
· CROs – Central Reservation Offices
· Four Seasons, Marriott, etc
· Computerized reservations for Hotels
Basically: Distribution channels went hi-tech
Primary Functions of ARS:
1. Product Information:
a. Know that there is a flight available
b. Origin of Airports – Departure and Arrival
c. Schedule
d. Flight number #
e. Some people like to know, Aircraft type
2. Pricing:
a. Discount prices
3. Selling:
a. With the ARS, I can make reservations
b. Be able to cancel the reservation
c. Be able to change the reservation
d. Be able to confirm the reservation
4. Data Storage:
a. Be able to store my data – my name, billing, payment, special request (vegan meals, wheelchair, etc) and information
b. My agency’s name and phone number
c. Travel Agency’s ARS should be able to store the employee who did the reservation – because of commission
5. Seat Assignments:
a. ARS helps with seating arrangements – with plane seats who like the window seats, etc
b. They have a seat map/floor plan
6. Client Profiles:
a. People who asks for your email, address, etc
b. Pre-populated forms
7. Queue:
a. Waiting list – First come, first serve
8. Automated Ticketing:
a. Prices + tax – including all the connecting flights, time, etc.
9. Other Products:
a. To distribute other products on the ARS
i. Food, reservations at restaurants
ii. Shopping
iii. Duty free
iv. Tours
v. Hotels
vi. Car rentals
b. Economies of Scope:
i. Economies = Saving
ii. Scope = Wide Variety
iii. Economies of Scope = Saving from a Wide Variety/One Stop Shopping
c. ARS > CRS: Can’t call them ARS because it’s a Central Reservation Systems because they sell more than Airlines 
10. Travel Related Information:
a. Currency Exchange
b. Political Issues (in some countries)
c. Weather forecast
d. Entertainment
e. Sports
f. Descriptions of sight-seeing
g. – Unique and Powerful way to connect buyers and sellers in a cost effective way
h. - It has reduced the Distribution information costs – it has been done by economies of scale – makes this really cheap for an average customer because of the hardware and the software are spread out within how many flights – Spreading fixed cost over sold units x
By mid 1980s, US travel agency market for CRS saturated so?
· CRS caught up with the economy
· Enter into alliances with non-competing CRS systems in the world where your CRS is not 
· Sabre would form alliances with the CRS-s in Asia and Europe – so they could sell Asian products towards the people in North America and vice versa
· Problem: CRS will Overload due to the billion people in Asia
· Problem Solved: Because of the Time – Time in NA will be 11AM and in Asia will be 11PM – Therefore no conflict in using the system, because we’re taking “turns” per say.
CRS > GDS = Global Distribution System – can’t call CRS anymore, because it evolved into a global
Due to Globalization, Integration and Economies of Scale: 
There is only 4 GDS: 
· Sabre: North America
· Over 53, 000 travel agencies location over a 110 countries
· 8, 000 transactions a second
· 6X more transactions than the New York Stock Exchange
· Information on 90 Airlines
· About 50 mil fares
· Over 55 car rental companies
· All attractions - rail companies, theatre tickets
· Sabre sells over USA $40 bil of travel products in a year – 1/3 of all travel items sold on Earth is sold by Sabre
· Amadeus: Europe, Middle East, Asia & Africa
· Galileo: 
· Worlds Span:
Analysis of ARS/CRS/GDS:
1. Screen Bias
a. 95% of bookings come from the first page
b. Travel agent would click the first line, on the first page because they want to earn as many commissions as possible
c. 75% of bookings come from the first line
2. Halo Effect
a. Who supplies Sabre? – American Airlines
i. Which inventory would be the most accurate? – American Airlines because they invented the Sabre system
ii. Which will lead to more people booking with American Airlines because their inventory is trust-worthy


So many commissions being made between the hotel and travel agent – it would be insane as there is so many people so there’d be Entrepreneurial Opportunity

Hotel Clearing House formed:
· Performs automated extractions of commissions payable from the hotels to each travel agent in 1 consolidated cheque
· Does for 78, 000 Travel Agencies
· Does it for all the hotels around the world
· They charge the hotel and travel agents a fee – they’re delighted to pay because the HCH specializes in this, therefore efficient with no mistakes
Airline Reporting Corporation (ARC): Airline equivalent as Hotel Clearing House 
How does CRS/GDS make $$$?:
· A fee for each reservation you make
· Companies pay fees to be listed on their Sabre system
· Sabre terminal to be installed on your computer – for software and hardware
· Renewal fees
· Transaction fees
· Equipment and software installation
· Rent 
· Technical support specialist
· Fees for suppliers to be on the CRS
· Sabre Training
· “If you bought flights that aren’t from American Airlines, it’s an extra cost.”
· Market research data is stored in the GDS – Sellable towards other companies, etc
· If you have a large enough volume, Sabre would install their program for free
CRS/GDS Problems:
1. Barriers to Entry:
a. No room for a new rival to come in
b. Critical mass – big enough to do their own Research and Development (R&D)
c. Economies of Scope – Do you want to be able to change your itinerary anywhere? Yeah
2. Global New Entrants (GNE):
a. GDS might be replaced by the Internet
3. Technical Issues/Problems:
Scenario:
ARS ----------------------------------------------- Hotel Central (Hotels have CROs)
CRS ---- Entrepreneurial Opportunity? --- Reservations
GDS  ---------------------------------------------- Office
GDS can’t communicate between CROs – Want to make a switch between the two systems
15 major hotel companies got together and called it the “Hotel Switching Company/THISCO” – enabling the seamless interface between the GDS (travel agent) and CROs (hotels).
Worldwide – is there a competitor? Wizcom, another switching company.
Majority hotel and car rental bookings are not made via GDS:
· Many hotel sell to locals and repeatable customers
· GDS is not applicable towards hotel accommodations – because of their amenities
· Hotels rely on walk-in business
· Expensive costs
· Travel agents prefer to call the hotel directly
Cost Containment Sought:
· After the recession (2008) and 9/11
· Low Cost Carriers (LCC), the cheapies – Ryan Air, Southwest Airlines, JetBlue, EasyJet, Rouse, Jazz, etc
· Bureaucracy – how to keep up with the competition when you have bureaucracy?
· Online agents and self-serve research and bookings – Expedia, Travelocity, etc
Results:
· GDS has lost a lot of their power
· Suppliers have most of the power
· The balance of power in the travel industry have changed from the GDS(s) to the Supplier
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Frequent Flyer Point Program:
How does it work?
· For every km or mile you fly, you can get points & to redeem
· The traveller that gets the points – no matter who pays
· Money from a pot of tickets sold that goes into the Program
Why is it created?
· To get people to be loyal towards a certain airline
· Not necessarily to get people to travel more
Air Canada’s Frequent Flyer Program is called: AeroPlan
1. Positive Frequent Flyer Program:
· Good for customers?
· Can redeem for something you want – cost is free
· Stuff like: luxury items, gift cards, etc.
· Good for the airlines?
· Gets loyalty
· What do they give away?
· Free seats
· Because no airlines likes it’s be empty – because it’s going to waste anyways if no one is buying them
· Fixed cost – Airplane fuel, income of the air crew, etc – the Airline has to pay for Fixed cost anyways so might as well give it to a loyalty program customer
· What do customers have to do to join frequent flyer program?
· Have their own personal profile:
· Names – Can tell your ethnicity 
· Postal Code – Assuming your income range from the area
· Airlines will also know when/where you travel
· Customers to make sure that their own profile is up to date with the company so that they’ll get $$
· Success Rate:
· Within 6 months of the 1st airline in NA that started it, every other airline in NA had one
· Essential part of every airline
· Non-redeemed points:
· Less than 25% of people who have points actually redeem
· 75% don’t redeem anything
· How can Airlines protect themselves?
· Terms and Conditions
· Blackout times – No redeeming in high season
· Blackout route – No redeeming from Toronto-HK
· Limit the number of seats per plane – From Toronto-HK only 3 seats and it’d be the 3 crappiest seats 
· Expire dates – Use ‘em or lose ‘em
· Must also compare with the competition so you can’t be too restrictive or else you won’t get any customers
2. Negative Frequent Flyer Program:
· Idea:
· Hotels and Car Rentals want to affiliate themselves with the Aeroplan
· Because of loyalty
· List of people who belong to Aeroplan – Hotels and Car Rentals like to know the list
· So they can distribute in a targeted way to the customer
· Eg: If customer likes to go to cold places, hotels would like to market cold places to them
· Competitive edge for Airlines to offer their customers to redeem
· Offering an item/service that’s so unique to gain more loyalty customers
· Too popular?
· Reliance on the FFP has lead other airlines to not cancel that program because they’d lose all their customers
· What if too many points yet to be redeemed?
· Everybody wants to fly in high season – but that’ll kill the airline company
· Redemption Stampede?
· If AirCanada is rumoured to be going bankrupt, every loyalty customer would want to redeem their points and that in fact would make them go bankrupt
· How else can Airlines compete?
· No one has ever thought of another way for Airlines to compete beside the FFP
3. Relevance to Distribution Channels?:
· What Airline started the FFP?
· American Airlines – because of Sabre, GDS
4. Customer points but will never use them as?:
·  Too few points with too many airlines/hotels
· Had enough of AirCanada – because of the amenities that (other airlines) SingaporeAirlines have; such as having a bed in the plane
· Can’t keep track of the points because there’s too many/pain in the butt
· Don’t know what to do with the points
An Opportunity where customers can?
· Points International (Points.com)
· Exchange and consolidate all your FFP points into one
· They also offer:
· Track Balances
· Talk with a live consultant about getting the biggest bang for your buck
· Give loyalty points away – to family, friends and even charities
· Redeem any program’s points
Questions:
Does Points International make money? How?
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Prof’s notes:
· To be relevant in every day events
· To meet the needs – like the security 
How do they make money?
· Get some of the difference in point conversion:
· American Airline 20,000 points, I wanna fly on Singapore Airlines
· 20,000 changes into 5,000 SG points. 
· Should have been 7,000 SG points so 2,000 points go into Points International
· They’ll convert the points to cash.
· Gets paid by point program as?
· Consolidated all an individual’s points to a certain airline – the certain airline will pay money to Points International for doing so
· Airlines may also give incentives for Points International to steer customers to their airline
· Charge users a fee
Why airline get involved?
· A service provided
· Your points may use your points towards other airlines
· If you fly with us, you can convert your points to other airlines which is 1 more reason to patronize with us
· Not all airlines may deal with points international
Suppliers | Travel Agents | End Consumers:
Ticket Consolidator – take all tickets and consolidate them all together and then sells it to the Travel Agency & End Consumer
Travel Agents love? Yes, if you sell to them. No, if you don’t go through them and just send it to the end consumer.
How do Ticket Consolidator compete? Compare on who you have the tickets from – 1 Person getting 1,000 tixs from Air Canada rather than getting 200 tix
Eg: Intair Transit, Fun Sun, Network (The Holiday Network), SkyLink, Jade Tours, Huntington, Alio, Goway Air, Airliners, Tours Mission, Travel Studio – Rumour: SkyLink is the “big boy”.
In an industry where middleman has become a bad word, it might seem strange that consolidators have gained momentum in the past few years. But in an atmosphere of shrinking commissions, more and more agents are turning to these companies. Meanwhile, airlines use consolidators. I the past consolidators might have seen as an enemy of the retail agent, but these days the “Agents can make a reasonable mark up and earn a decent living using consolidators”
How many consolidators are there? .
Got an idea* – Started an online consolidator consortium (like a consolidators portal)
Are they making money? – Yes
x
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“People don’t talk about their flight or hotel unless it was a disaster. What is really important is what happens in the time between the flights out and back and the 16 hours each day when one is not in the hotel bed.”
· Agencies specialize
· Cannot be all things to all people
· Need to limit their product offering
· Cannot keep up with being a travel counselor because # of travel destinations is exploding and can’t know each individual one
· Must have a minimum number of sales/seats supplied from suppliers (ie. brochures, seminars, training about their product/service/destination)
·  
Example of finding an opportunity 
· Ask:
· To whom do you sell your products? Business vs. Leisure 
· What locations are they at?
· To where? Domestic vs. international
· [bookmark: _GoBack]What do you sell? Sun & fun? Cruises? Packages? Sports packages?
· Stanley Plog created “Travel Edge” 
· Updates travel agencies
· Don’t have to pay for research
· People will pay Plogg because they are not wasting money / are saving money to target travel agencies who will sell their product/service to their preferred target market
· Suppliers	Opportunity	Travel Agencies		End Customer

1. Gives Advice
· The more informed the decision, the more satisfied with decision
· Gives confidence to customer
· Travel counsellor vs. computer

1. Market products/ services
· Possible by computer? 
· Low level marketing is just showing pictures
· Showing and suggesting products is low level 

1. Access to products / services
· Do they have a monopoly?
· Travel agencies lost their access bc people can have access through computers  

1. Make reservation
· Monopoly is gone
· People can make reservation online, but some people may make mistakes
· May be more expensive in person than via Travel agent
 
1. Issue Tickets
· New concept of ticketless travel
· E-ticket
· Airlines saved a lot of money on ink / printed tickets  
Conclusion
·  Key things have not changed
· Travel is still expensive
· Travel is still complicated
· Some people still want good service but some not willing to pay the price 
Matchmaker website
· Prompts the travel agent / travel counselor to ask questions
· Automatically logs into suppliers/tour wholesalers 
· Shows most likely products/services to answers of customers preferences
· Advantages:
· Suppliers / travel intermediaries get info of customer preferences by paying for it
· Less research to know who to market to
· What does it do with the length of time travel agent spends with customers? Saves time 
· Called “Matchmaker” because it delivers a match closer to the preferences than a human being can
· Negatives
· So what? Will technology replace or be a tool to travel agents?
· As a customer’s customer service goes up, expectations goes up
· Travel agents have to know their way around a computer
· If a mistake is made, someone may not want to go with a website to choose their destination, may want a professional instead
Conclusion
· Does matchmaker make dispensable or not dispensable? 
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So?
· Likely direct on finding bookings
· More concerned with the counsellor’s knowledge of personal preferences
Corporate Travel Agent: 
· Specialists 
Business traveller demands:
· Better services than leisure travels
· Better control of travel costs
So computerized travel management systems for:
· Invoke travel policies (automatically)
· Use preferred suppliers:
· Eg: Air Canada – will book only with Air Canada
· Work with the current system of your company and integrate it into a spreadsheet
· Corporate travel agent will work with the existing accounting system
· Eg: If you’re using excel, it will provide in excel
· Customer personal profile
Types of Corporate Travel Agencies:
1. Outplant:
a. If my volume permits, maybe she will end up separately owned
2. Inplant:
a. Located on the premises but own separately from the client
3. Own travel agency/department within:
a. Company establishes it’s own travel corporate agency/department on premises
Advantageous as then?:
1. Commissions stay in company
2. Paid by salary not commission – because you want to pay less to the workers but has job security
3. Greater convenience as? 
a. It is within the premises
4. Better service as?
a. Because the company will own the travel agency as the travel agency work for the company
5. Increases agency’s purchasing power as?
a. Because the company (eg: Toyota) will go through it’s corporate travel department and will go to the suppliers
b. Volume is 10000x – therefore would want discounts from hotels, etc because of the volume from the company
6. Gain more control over use/abuse of travel:
a. If I’m working for the company, who gets the Frequent Flyer Points? – I do, the actual person who flies
b. Company won’t know how many points that the employee has – so an in-house travel department within the company can figure that out because of the points they’ve been collecting through company flights
c. Will ensure that the employee will book the cheapest flights
d. If you’re collecting AirMiles, you get points for the maximize distance travelled therefore will choose a 16hrs flight (non-direct) than a 4hr (direct) flight + will get paid + don’t need to do work > Therefore need a in-house department to ensure that this will not happen
7. Stay in confines of travel budgets
8. May also make leisure travel arrangements
How do Corporate Travel Agents Get Paid?:
· Used to be Airlines paying the Travel Agents, but now Consumers pay for Travel Agents and their service
· Travel Agents now work for Consumers – will give best service to Consumers
· NBTA – National Business Travel Association
· Corporate businesses
· Allow students
· Association of Corporate Travel (?)
DMO – Destination Marketing Organization:
· Non-profit organization
· Does Canada have it? 
· NTO – National Tourism Office
· Entire of Canada:
· CTC – Canadian Tourism Commission
· Provincial DMO: 
· Ministry of Tourism 
· Every province has DMO
· Regions DMO:
· Niagara has it’s own DMO
· Municipalities DMO:
· Tourism Toronto
· Chamber of Commerce – but for the tourism side
· Conventional Tourism Bureau (DMOS at municipals level) 
What do DMOs do?:
· They bring in the visitors – pleasure and business
· Sell Toronto
· Help to develop new products
· Underground railway
· Work with companies to bring travellers to the destination
· Service the destinations
· Special training
· Research
· Lobby Governments
· Joint ventures/Partnerships
· Acts as a destination consultant
· Call Ontario DMO
· Call Tourism Toronto
· DMOs got to be a one-stop shop – if an individual calls inquiring about Toronto, and wants to book hotels/places etc, Tourism Toronto has to be able to do that
· Has to have a website to attract individuals
Funding DMOs?:
· Tourism Toronto/Tourism Ontario are funded by members
· Restaurants, accommodation properties, intermediatory joins, Bell Canada
· Charges these companies a fee to join
· How to compete against New York/Chiacago/Miami?
· Don’t have a budget anywhere close to these cities
· Cities have a room tax – tax added onto the room and goes to the DMO
· Room tax in Toronto is voluntary and not mandatory 
· Worried about the security of the funding
Distribution Channels and The Sharing Economy:
The Opportunity/Scenario:
· Renting out rooms in your house during the Pan-Am games
· Renting out cars, condos, etc
· Will peer-to-peer interaction or the “sharing economy” transform society
·  Micro-entrepreneurs
Accommodations:
Home Swaps:
· 3 forms:
1. Co-swapping:
a. I stay in your house, you stay in mine. You stay in my home in Toronto, I stay in your home in Miami
2. I stay in your house, you go on vacay, my house is vacant
3. You swap secondary residents – secondary resident in Blue Mountain (eg) will be rented out
· Recently electronic network in barter transactions emerged = a new e-marketplace


Online information about:
· The property to be exchanged – facilities/description of the neighbourhood etc
· Proposed dates
· Exchange type (3 forms above ^)
· Personal descriptions – like family dynamics because it also describes about the neighbourhood
· Whole concept relies on mutual trust
· Can allow:
· Vacations otherwise be unable to
· Travel more
· Make risk assessment online based on?
· Rules/Guidelines essential – going to sign this contract
Don’t want to stay in hotel/resort properties:
· #1 Reason – Want to get away from commercial accommodations and tourists
· Avoid tourist-trap restaurants
· Get to know a real neighbourhood and local people
· Authentic interactions with local population at backstage’ settings, such as local shops, markets and houses, and have a chance to discover the world through the eyes of locals
Means typical distribution intermediaries?:
· Kiss it goodbye
· Only intermediary is the internet 
Vacation Rentals by Owner (VRBO.com):
· One of the most popular sites in the Vacation Rental industry
· HomeAway, Inc. acquired VRBO
· VRBO is across the world
· 579,999 global property listings
AIRBNB:
· 550,000 listings around the world
· 10 million rooms in 192 countries online marketplace since 2007
Transportation:
· Uber
· Connects users with car drivers who are willing to pick up passengers for a fee
· Credit card saved on app
· Entire elimination of cash
· GPS technology
· Uber X Drivers – Drivers in their personal cars
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ICT & Travel Distribution:
· Internet provided the newest source of automated distribution
· Web 2.0
· Virtual Tourism Communities
· TripAdvisor
· Electronic intermediaries
· Expedia and Lastminute.com
· SoLoMo
· Social Local Mobile
· Social: Friends, family, twitter
· Local: Bluetooth, GPS, track where people are going
· Mobile: Yelp, etc
Just 10 years ago...:
· Only 5% of households had broadband
· Dial Up > Broadband > Wireless
· WiFi was rare
· Social Media and Smartphones didn’t exist
Today…:
· Hotel info inquiries from desktops decreased by 4% in 2013
· Increased by 180% on tables and 68% on smartphones
· Most mobile hotel bookings (70%) are for within a day
· Priceline reports 43% of people booking hotels using mobile devices are doing so in their cars
Impact of ICT across life domains:
· Social Media
· e-WOM
· e-Word Of Mouth
· TripAdvisor
· Yelp
· Multiple screens and devices
· Apps
· Moving to Mobile
Travellers who own/use mobile devices:
Seniors 68+:
· 18% tablet
· 24% smartphone
Boomers 49-67:
· 27% tablet
· 45% smartphone
Gen X 37-48:
· 45% tablet
· 68% smartphone
Gen Y 24-36:
· 56% tablet
· 80% smartphone
Gen Z 18-23:
· 45% tablet
· 76% smartphone
Impacts of Mobile ICT  on Tourists:
· How is mobile ICT changing the way we plan, experience and perceive our travel?
· Independence
· Empowerment
· Habit/Addiction
Impacts of Mobile ICT on Travel Industry:
· How is mobile ICT changing the way we promote, probide and process travel products?
· “Disintermediation”
· Travel mediaries – people who connect consumers with the products
· You don’t have that anymore because of the internet
· Website and App development
· Interaction with “invisible travellers”
The General Status of North American E-Commerce:
· Already On line
· Customers for distribution are already online
· Only a fraction now of what it will be
· This stuff is just starting
· So coming wave of electronic commerce, like a tsunami
What would Web Users consider buying on the Web?:
1. Computer related items 42%
2. Travel information/books 39%
3. Airline Reservations 35%
Online Travel Agencies (OTAs):
· Big boys: Eg: Expedia, Priceline, Travelocity
· A lot of OTAs have not made a profit, yet they are huge
· Online Travel Agency Sales and Marketing Expenditures as a Historical % of Revenue:
· Priceline.com 77% of $192, 169, 000 goes to Marketing 
· Travelocity.com 63% of 201, 342, 000 goes to Marketing
· High ?% Conversion ratio browsers to buyers – 18% of buyers actually buy stuff
· Only ?% of Travelocity buyers repeat purchase – 40%
· Problem is? 
· People bounce from site to site
· Online travel agencies must learn to?
· Close the deal
· Battle for market share continues
· To Survive:
· 1. Sometimes charge fees
· 2. Increased non-air bookings (sell beyond airline tickets)
· 3. Use “Merchant Model”
· OTAs buy or contract for inventory at negotiated rate  with suppliers
· Then resell to consumer with mark up
· Negotiated fares anonymously “opaque” “White Label”
· Helps supplier “maintain price & brand integrity” = ? 
· 4. Sales banner ads and links
· Sold to suppliers who rent the space
· 5. Direct Sales/Marketing
· Suppliers use their own websites to sell to the customers instead of using a mediary
· Savings = hundreds of millions of dollars
· Examples:
· Hotwire 
· Partly owned by 6 Airlines
· Orbitz
· Owned by 450 airlines, 210 hotel chains, 42 car rental companies, 30 tour operators and 8 cruise lines
· Called T2 – Terminate Travelocity
Tralliance:
· Because sites allowed exist whose titles and/or contents misleading/peripherally related to what searched for
· Entrepreneur idea for new intermediary called Tralliance
· A new travel directory called .travel, not .ca or .com – travel related for sure
· More trustworthy, more accurate
· Avoids cyber squatting – cyber squatting = when someone random gets the domain name that you need, and it’s already been used
· Domain name becomes for sale
· Sex.com in 2006, $11.5 million
Positive Features of Information Technology:
Introduction:
· Major advances in electronic travel distribution mean that it’s better because they’re getting faster, cheaper and easier
1. Advertising:
a. Pegasus’ Database
b. Pegasus is on the web, helps hotels market their databases
c. Rich picture, video clips and sounds
d. How do you compare a brochure against Pegasus
2. Timeliness:
a. Content can be updated directly, any time all the time
b. Pegasus’ content can be directly updated 
3. Costs/Savings:
a. Pegasus’ sales first 7 months = US $2.4 Mil
b. Shortly after sales average US $3.2mil a week
c. Don’t have to worry about a GDS
d. No training cost, unlike a call center
e. If you build a website properly, it will handle as many people are you want
f. Traditional travel and tourism distribution channel cost of $45 to $55 vs online costs of less than $10
4. Increasingly Intelligent:
a. Have you noticed that computers and technology is getting smart?
b. Intelligent agent – no effort for you, searches it for you within your criteria, including prices
c. No need to personally hunt for things
d. Online auctions
e. Dynamic pricing or demand pricing
i. Standard and Reverse auctions
ii. Auctions would put the focus on the price instead of the product, the service, etc
5. Location
a. Anywhere and anytime because of Technology
b. Location does not matter
6. Company size
a. Big or small, does not matter, as long as you have a website
b. Doesn’t matter if you are a supplier, wholesaler
c. Websites that direct to the customer
7. Information
a. Detailed information like never before
8. Easy
a. Soooo darn easy
i. High speed internet
b. Dynamic packaging:
i. Travellers use the internet, to do their own research and to make their own travel arrangements
ii. Greater flexibility 
iii. Chance that it’ll be cheaper? Yes
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9. Fast
a. All in real time – “real time” as it occurs
b. Truly can sell distressed inventory just in time
i. Can change rates as per actual occupancy and not predicable occupancy
10. Packaging
a. Can connect directly and immediately with the supplier
b. Can change the supplier in an instant
c. Can connect to the intermediary asap
d. Dynamic Packaging:
i. Travellers use the internet to research trips & To make their own travel arrangements with the suppliers or the intermediary 
1. Don’t need a tour operator 
2. A lot of flexibility
11. Image
a. Reassuring for customers
i. You got to be in-tune with the distribution involving technology
ii. If you have a company doesn’t have a website = wtf?
12. Integration
a. Cool part about it – does it have to be physical anymore?
i. No, because we have virtual integration
b. Allowing international integration – because of the internet
c. Doesn’t have to be permanent – could be as little as 6 months
13. Conclusion
a. Is technology going to kill travel agents? 
· Zootravel.com
· She finds the cheapest cruise package
· Calls up her travel agent to match it
· Dentist uses the travel agent to match up her package because she wants to talk to someone if something screws up
· More and more people are doing their research for the trip on the web and calling the travel agent = less time = good or bad for travel agent? Good, because of the commission for the travel agent?
AirBnB has expanded their business from the international hotels as well as meals/restaurants
· Dinners will be listed for $25 for a 3 course meal
· It will be a home-cooked meal in somebody’s house
· Grouper/GoodPeople/Fealsey(?) websites that does the same thing
Next Generation Tourism Distribution Information Systems:
· 1. A Layer at the front end of the distribution channel that can be accessed by the public:
· 1. Information Kiosks
· What’s happening with kiosks?
· For ATMS: “advertising teller machines”
· Ads to draw attention to the deals
· 15 section movie trailers + $1 off admission off at the end of the receipt
· Printed off food coupons off the bank machine receipts
· Similar coupon deals can be done for restaurants promoting free appetizers, etc
· This will allow the customers to use the machine more
· 2. World Wide Web (www)
· On the tv, laptop/computer, phones
· Where is the distribution channel now?
· It’s everywhere
· Analog TV (20 channels maybe) > Digital TV  (sound – subwoofer, surround sound / more than 100 channels / interaction feature: able to play, pause and stop, make reservations)
· Can segment and target specific markets using tv channels
· Eg: Selling pots on the cooking channels
· “24/7 golf channels – I could kill myself”
· “How many channels do you have on your tv?” “Who watches tv anymore”
· “Every time I see an ocean come on the tv, I get a rag and start wiping under the TV because it’s so real”
· 3. Hand held appliances
· 2. Internal layer in the channel:
· Only accessible by the tourism industry “players”
· 1. An Extranet linked to tourism information providers
· Tourism information providers: Suppliers/Intermediaries
· Extranet: Private part of the internet
· 2. An Intranet for the TIS (Tourism Information System) system provider
· For the Tourism Organization to change information about the industry
· 
