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Abstract

Nature and scope of work

This work presents details of the method and results of an investigation of the role and
influence of international reservations systems within the UK hotel industry.

The research comprised three questionnaire surveys of the use of computer
reservations systems and distribution services by UK hotels. These are analysed and to
produce an indication of general use of systems and the contribution which these
currently make to hotel groups and consortia.

The work also included a study of developments in access methods and changes in
buyer behaviour as observed by representatives of computer reservation and
distribution system, travel agency, hotel representation and intermediary companies.

The impact of information technology developments on the travel agency industry,
distribution systems operators and intermediaries is considered. The work then
indicates the potential implications of these developments for the strategic planning and
operational management of hotels in light of prevailing attitudes to technology, preferred
sales methods and buyer behaviour.

A computer based information and selection facility is developed. This provides a
means of identifying the functions required of a distribution system in order to achieve
specific business aims. It identifies the channels which meet the requirements while
also providing details of the implications associated with use of each.

Contribution to knowledge

This research provides the first published account of the current and potential influence
of information technology on the way in which the UK hotel sector deals with its market
and on the structure of the industry itself.

The work results from a comprehensive study of the role of a significant emerging
technology within an important sector of the tourism, travel and leisure industry. It is
seen as being complete in its own right but also forms a starting point for longitudinal
research since no previous work of this nature or scale has been undertaken in the area
of interest. The guide developed as part of this work also lends itself to extensive future
development as both the technology with which it is concerned and the technology upon
which it is based continue to mature.

The results of primary research indicate that there is scope for potential change in hotel
sector sales and marketing practices as new methods of conducting business are
adopted by hospitality industry service providers, agencies and the buying public. The
work also suggests that global distribution systems are not the most suitable channel for
all hotels but that alternatives must be considered in the context of the particular
requirements of each hotel business. The use of formal research methods provides
those involved in this sector with an objective assessment of the implications of
widespread adoption of computer based reservation and distribution systems for
individual businesses and for the industry as a whole. This addresses a requirement
which was identified by the author and contributors in the course of the research.



The subject area is complicated by the number of available channels through which
businesses may distribute and receive information. This complexity is acknowledged
throughout the work generates a distribution channel evaluation guide based on the
research findings. The purpose of this device is to direct readers through the process of
selecting the most appropriate channel to meet their specific business aims. The guide
is based on results from the various stages of primary research which indicated the
aspects of distribution system use about which hoteliers were unclear and also provided
material about possible strategic uses and the operational implications experienced by
users. This information was used to develop a staged method of identifying the type of
system which would meet specific requirements and to indicate the implications
associated with the use of a particular type of distribution system.

This decision process is described and is then presented in the form of a hypertext
document. The current version provides an elementary guide which can be used to
assist qualitative evaluation in a complex subject area and indicates how this technology
can be applied in its most basic form. Planned future work aims to develop the scope
and function of the static reference document to produce a means of access to product
provider information and to create a forum through which users can communicate with
each other through e-mail. System suppliers can provide links to their own product
information pages which can be accessed by users seeking information and advice.
These developments will result in a guide which is interactive and can be kept up to date
by system suppliers. This extension of the guide's role should enable it to provide
material to be used in the decision support process by users wishing to conduct
quantitative evaluation or comparison of distribution systems. This stage of
development would require the use of a facility such as the World Wide Web (WWVV) to
enable users and suppliers to communicate with each other.

The WWW offers ready support for hypertext, the use of which is considered to be
important for this application because of its ease of use for inexperienced computer
users, the wide availability of the VVWW and the suitability of an on-line system as
means of publishing material which is subject to continual change. However, it is
considered likely that a static version of the guide could be made available for users who
do wish to avoid the cost and complication of obtaining access to the WWW. Although
the use of hypertext is becoming more common, it is believed that this is the first use of
this technology as a means of publishing research in this field.
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Glossary

The following glossary provides a definition of expressions used in this work.

Destination Marketing System (DMS)

The aim of destination marketing is to promote an area, whether city, region or country,
and to advertise events, amenities and accommodation within the scheme's catchment
area. Most destination marketing organisations offer reservation and sales facilities
through which visitors can book accommodation and travel, purchase tickets for local
events or arrange sundry services such as insurance or equipment hire. Computer
facilities which are used to support these sales and marketing services are referred to as
destination marketing systems.

Dumb terminal

A computer terminal which has no ability to process data. This acts as a means of data
entry and display only and depends on communication to a processor unit in order to
operate. These are usually referred to by their model number such as 3270 for IBM
terminals or VT100 for DEC and most UNIX system serial terminals. (See also
Intelligent work station.)

Electronic data interchange (EDI)

This is a means of computer to computer communication which allows automation of
routine transactions such as enquiries, orders and invoices between buyers and
suppliers such as hotels and their food and beverage suppliers. The settlement of hotel
bills by corporate customers, payment of wages to staff or commission to agents could
also be automated by this method. A detailed resume of the potential role of EDI in the
hotel reservation process is included in Appendix H.

Global distribution system (GDS)

A system offering world-wide links between travel agents and the reservation systems of
travel and accommodation providers such as hotel chains, airlines, car hire companies
and other tour and travel related services. The most widely used of these systems in
the UK are Galileo and SABRE.



Hypertext

A method of displaying information on computer which allows documents to be linked
using "hot text" or "hot buttons". A button is a specially marked piece of text or an image
which refers to or indicates another source of information. Pressing the button gives
retrieves the associated information which may be text, still image video, or sound.

This is the basis of the information on the World Wide Web where the hot buttons are
often linked to resources located on remote systems accessed through the Internet.

Intelligent work station (IWS)

A computer terminal with built in processing ability rather than intelligence, this is the
alternative to a dumb terminal. IWS is an IBM expression for a personal computer. This
can operate as a terminal through the use of "terminal emulation software" which makes
it respond like its dumb counterpart but an IWS can also run software to enable it to
perform other functions.

Service provider

Travel or accommodation operator which supplies products or services. Often referred
to as "associates" by GDS operators.

SME

Small to medium sized enterprise. The UK hotel industry is predominantly composed of
businesses which fall into this category with the majority of hotel properties having 50 or
fewer rooms.

Subscriber

Global distribution system operator term for a travel agent or business travel house.

Type A connection

Interactive computer link used to provide rapid confirmation of reservation. Connections
between the host computer operated by a distribution systems company and those of
product providers enables users connected via a distribution system terminals to receive
confirmation of a booking within seconds. Non type A connections are non-interactive
and may depend on methods such as fax, phone or telex. As a consequence, their
response times for confirmations are much slower, usually of the order of minutes or
hours.
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1. Technology Changes

1.1 Introduction

"In this new era (the 1990s), information technology will be at once more

pervasive and less potent." (Hopper, 1990)

This quote comes from Max Hopper, senior vice president of information systems at

AMR Corporation, the parent company of American Airlines (AA). The SABRE travel

information network which was created by AA has often been cited as a prime example

of the application of information technology (IT) to obtain competitive advantage (Doll

1989, Schulz 1992). The ability to sustain this has been short-lived as Hopper himself

recognises and his view is supported by Freedman (1991).

While benefits may not endure, the long term influence of systems such as SABRE on

developments in the travel, tourism and leisure (TT&L) industry has been immense.

Porter and Millar (1985) refer to the way in which IT changes the nature of products and

of competition. There is no doubt that this has been the case in many sectors of TT&L

as will be discussed in later chapters. However, a consideration of the factors which

have led to Hopper's prediction is worthwhile. This examines how the current role of IT

has developed and, through this, provides an indication of future direction.

1.2 Towards Ubiquitous Computing

1.2.1 Invisible Technology

Mark Weiser, then head of the Xerox PARC Computer Science Laboratory, suggests,

"The most profound technologies are those that disappear. They weave

themselves into the fabric of everyday life until they are indistinguishable

from it." (Weiser, 1991),

Citing the written word as an example, he indicates how the development of technology

has enhanced the reliability of information. The ability to create a permanent record

Technology Changes	 1



reduces many of the restrictions and threats to long term integrity which the limits of

memory and processing ability of the original human data repositories imposed.

However, Weiser contends that current computing technology has yet to attain

acceptance to the extent where it "vanishes". It appears that the point at which this

technology is so widely accepted as to cease to be noticed coincides with the reduction

in size and removal of the physical constraints associated with today's systems.

Developments in wireless communications have combined with chip technology to offer

the promise of miniature devices which match or exceed current desktop systems in

terms of power but which have the "intelligence" to perform useful functions without the

need to use the "complex jargon" which it is necessary to learn at present. Weiser's

article continues with an illustration of how systems may blend in to life and disappear.

1.2.2 Intensified Competition

The foregoing is not included in order to suggest that Hopper's prediction is premature.

On the contrary, it is intended to serve as an indication that with the advent of invisible,

ubiquitous computing, it is even more important for a business to be able to turn the

investment which it must make to remain in contention into a means of gaining

advantage. This requires an understanding of the available technology and the roles

which it can play in support of a company. Some industries will naturally benefit more

than others (Mowlana & Smith 1990).

1.2.3 From DP to IT

The evolution of computing is separated into generations, of which the current is

considered to be the fourth. The eras are defined by the prevailing hardware and

software. An overview of the characteristics of each is given by Tesler (1991). The role

of computing in support of business follows a similar pattern. The first generation was

dominated by bulky data processing machines known as mainframes.

The original mainframe systems required large amounts of space, needed a controlled

environment and demanded the attention of skilled staff. Early systems based on

vacuum tubes gave way to transistor based machines but these were still very large.

High running costs meant that they were only viable as a corporate resource. In
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general, the contribution which these systems could make to the running of a business

was limited. Users of the processed information were initially isolated from the machine

which communicated through cards and printed reports. The development of terminals

allowed more rapid communication between user and machine but data entry was still

usually undertaken by clerical staff rather than the eventual users of the information.

The large scale data processing was used for the automation of routine processes and

operational efficiencies were achieved through redeployment of clerical staff or a

reduction in their numbers.

The emergence of less fragile integrated circuits resulted in the development of mini-

computers with lower initial and running costs. These provided data processing which

was affordable at departmental level. The requirement for specialist staff was reduced

although not always eliminated. Lower development costs and wider availability of

applications software resulted in versatile systems. Interactive terminals delivered

results direct to the user. The systems offered data processing and routine reporting

tailored to the various business functions and resulted in greater control through more

timely provision of information. This in turn offered more informed decision making and

improved efficiency through better management. These systems also served to

introduce computing to staff who were not specifically employed to work in data

processing.

The development of very large scale integration (VLSI) resulted in processing power

which was sufficiently small and cheap to be contained in a desktop computer yet robust

enough not to require supervision has resulted in the proliferation of personal computers

(PCs). This fourth generation has been responsible for increasing the number of

computer users in the world by orders of magnitude over the last ten years. Portable

systems which fit in a briefcase offer the raw computing power of early mainframes. The

versatility of these systems makes them candidates for data processing of all types but

arguably their most important role in this context is their direct support of management.

The application of IT in this role is not new but the tools made available with the advent

of PCs can provide the facilities to handle complex modelling while also offering ease of

use and an appropriate means of displaying output through multi-media. Users are no

longer obliged to suffer the performance problems which resulted from sharing

machines. The availability of powerful dedicated processors combined with the ability to

tailor flexible applications to their own needs provides users with a working environment

which is conducive to improved personal productivity.
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As computing was evolving, so was communications technology. The role of computing

in switching circuits for exchanges and packet services resulted in faster connections.

The introduction of digital circuits, which again depended on computers, enabled higher

quality and higher speed communications. Resulting services such as X25 and ISDN

have enabled the transmission of data to be performed reliably and effectively. The

development of fibre optic technology has enabled reliable high speed long distance

connections to be implemented.

The data exchange and sharing made possible by this has combined with computing to

provide the foundation of the information technology which has emerged in recent years.

1.2.4 The Need for Networking

The development of personal computing has resulted in many benefits but one of its

significant drawbacks had been the isolation of machines from each other. Higher

quality telecommunications and developments in other technologies have enabled this

to be overcome through the connection of systems to allow sharing of resources. The

resulting collection of connected systems is known as a network. The most common

forms are the local area network, (LAN) normally operated within a building or campus,

or wide area network, (WAN) which may provide communication between systems at

various locations throughout a country, or across a number of continents. A

metropolitan area network (MAN) is a hybrid form based on LAN technology but

covering a large area such as a city. Networking is one the most important aspects of

current information technology.

Long distance connections between computers has traditionally required a compromise

between cost and available line capacity, or bandwidth. For many users this restriction

prevented access to many useful sources of information. However, the Internet has

emerged recently as the utility which looks set to overcome many of these problems.

The Internet is a global network of networks, linking computer systems operated by a

diverse range of enterprises, including commercial, government and academic. It is

increasingly being taken up by smaller businesses and private users and its user

population has been more than doubling for the last two years to reach the current
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estimated of 25 million (Elmer-Dewitt 1994). There is no indication that this trend is

slowing down and the inclusion of Internet access software with recent and forthcoming

releases of major operating systems such as Microsoft's Windows NT and Windows 95,

and IBM's OS/2 3.0 is likely to sustain or generate even more interest.

One of the attractions of the Internet is its relatively low cost. The number of service

providers, the companies which offer access to the network, is generating competition

which is keeping subscriptions at an affordable level. Local points of presence minimise

call charges and give low cost access to systems world wide. The flexibility of the

service is encouraging the creation of wide area networks. The resulting rapid growth in

the use of e-mail is changing the way in which many businesses communicate internally

and with each other. Singleton (1995) also alludes to the way in which Internet access

can offer a small business the benefits which were previously only available to large

companies which could afford to implement their own on-line services. Through its use

in global communication, this technology has many beneficial implications for work

groups within multinational companies and for the strategies of the companies

themselves (Malone and Rockart 1991, Sproull and Kiesler 1991).

At its most simple, the Internet offers a means of communication between two or more

systems located anywhere in the world and allows machine to machine transfer of files

or e-mail. The shared backbone on which this network Internet is based links millions of

users to and through computers of all sizes and functions. Many of these are open to all

corners, offering access to thousands of news groups offering discussions on everything

under, and including, the sun.

The Internet also offers access to vast archives containing general information,

published research and software. One of the main drawbacks is the lack of a catalogue

facility. This is partly the result of the anarchic, administration free nature of the Internet.

It is also a consequence of the huge amounts of information which would not only be too

large to catalogue effectively but which would have changed by the time a catalogue

was produced. This results in an environment where information must be sought. Many

powerful search tools are available to locate material on specific subjects. For those

wishing to browse through the resources, the development in the last few years of a

hypertext based on-line information service known as the World Wide Web (VVWW) has

provided a simple means of reading news, exploring archives and searching the
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Internet. This has made gaining access to information available on the network much

less daunting for novice users and is helping to increase the popularity of the network.

VVWW pages also offer an easy method of publishing to a massive readership. With

advertising on the Internet being "illegal", the WWW facilities provide the best means of

publicity for commercial ventures wishing to gain exposure to the large potential market

which the Internet provides. Companies such as hospitality operators Promus and car

hire firm Europcar offer their services through WWW pages although there is no way for

these companies to overtly announce the presence of these using the Internet.

It is not only the data on other systems to which users may wish to gain access through

a network. With the changing role of computing and the distribution of data, processing

power has also been devolved from the single, central processing facility of the

corporate mainframe, via disparate, heterogeneous mini-computers in departments, to

possibly thousands of PCs on desktops. The desire to make use of the most

appropriate system for a given task has resulted in the growth of client-server computing

which again depends heavily on networking. This theme has been adopted by Sun

Microsystems which has as its the motto, "The network is the computer." Given the

developments of the past few years and the direction in which distributed computing

initiatives are headed, this does appear to encapsulate the shape of things to come.

The mainframe has a role to play in these networks. It can still offer a robust and cost

effective repository for huge volumes of managed storage and offers the throughput

necessary to meet the demanding transaction processing requirements of banks and

travel reservations systems. However, the PC has been the means of popularising

computing. While not ubiquitous computing in the sense intended by Weiser, these

systems have found homes in organisations throughout all industries.

1.2.5 Infiltration of Technology

As a consequence of their huge numbers, the influence of PCs on their user population

spreads far beyond the desktop. Perhaps the most significant factors in the widespread

adoption of personal computing have been the continuing reduction in price and steady

increase in power of the microprocessors at the heart of the systems. While PCs have

long since become a standard tool in many business communities, they did not produce
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significant social change. However, the increased ability to use systems away from

conventional places of work may have significant implications for many industries and

for society generally.

While the use of computers for playing games has been widespread for many years,

home use of machines capable of running conventional applications has been limited.

The high cost and low function of early PCs generally restricted their use to teleworking

or support of small businesses run from home. PCs were type-cast and did not lend

themselves to recreational or leisure pursuits. The fact that PCs were driven by

command line operating systems meant that they were not particularly easy to use. The

use of systems at work may have enabled many people to become familiar with them

but even if there had been a reason to use one at home, the wish to do so was limited.

However, the work of Doug Engelbart at Stanford Research Institute during the 1970s

had led to the development of the mouse and from this to the graphical use interface

(GUI). Although the technology was slow in reaching the market, its usefulness was

remarked upon by Ted Nelson who recalled his words of 1974:

The Engelbart Folks have built a pointing device, for telling the system

where you're pointing on the screen, that is considerably faster and

handier than a light pen. (Unfortunately I don't believe it's commercially

available.) It's called The Mouse.(Nelson 1987)

The development of the mouse and the GUI has made a very significant contribution to

the ease of use of modern computers by shielding the user from the operating systems.

This has improved the attractiveness and ease of use of systems considerably. The

most widely used implementation of this technology is Microsoft Windows in its various

forms but it is an integral part of the Apple Macintosh operating system and X-Windows

environments. Price reductions in recent years have resulted in machines which are fast

enough to run this software becoming affordable to smaller businesses and home users.

Popular applications software has been reduced in price. The availability of affordable

multi-media facilities has also increased the attractiveness of PCs by producing systems

which have a role to play in business, education and entertainment. The perceived

need to have a PC at home may not be as great as the requirement to have one at work

but the acceptance of systems as part of the domestic furniture is growing.
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Home use of computing may succeed where schools seem to have failed. Limited

access to facilities in the UK seems to have prevented children from leaving school with

sufficient experience of computing to have overcome their technophobia. Easier access

to systems in a more relaxed environment and the use of more powerful and enjoyable

software may help to give the prolonged exposure to systems which seems to be

necessary to become proficient.

1.3 The Consequences of IT "Absorption"

1.3.1 New Sources of Data, New Types of Information

The use of systems at home is resulting in changes to education and communication.

Conventional sources of information are no longer the only resource available and the

methods of presenting and displaying material have evolved to provide systems which

can offer more entertaining as well as more complete educational assistance. For

example, hypertext encyclopaedias and reference books using multi-media offering

detailed and appropriate information on a wide range of subjects are available on CD-

ROM. If these prove to be inadequate, there is information in immeasurable quantities

which can be accessed through the Internet.

The lack of a complete listing of material available on the Internet was referred to

previously, as was the use of tools to search resources such as data repositories. It is

also possible to obtain direct access to systems which offer limited directories covering

material in specific categories. However, the development of software agents promises

to simplify process of finding and using the ever increasing range of functions available

through this channel (BBC 1993, Bicknell 1994).

Services such as CompuServe also offer access to a wide range of material but while

these offer their facilities in a more structured fashion, they are also more commercially

oriented. CompuServe offers membership to a forum for those interested in a

represented topic and through being more structured than the Internet, it provides a

good environment in which to develop an awareness of the breadth and depth of

information resources available on-line.
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1.3.2 Buyer expectations

The ability to search and retrieve information from a wide range of sources and in a

variety of forms is also bound to change the demands and expectations of the buying

public. Businesses which do not respond may suffer at the hands of their more

innovative competitors who learn to exploit the potential of new media. For example, the

use of on-line brochures and guides accessible through computer or cable TV networks

remove the limitations of their conventional printed counterparts. They can be kept up to

date without the need to destroy or retrieve previous copies and new details can be

added instantly as they become available. E-mail communication can be used to

resolve queries and still or motion video can be added for enhancement. It is possible to

view, order and pay for almost anything without the need to move away from a PC or

interactive TV (Beckett 1994).

1.4 Information industries

The availability of data at the right time, usually ahead of a competitor or before the

market, has always been valuable to those with the expertise to make use of it. The

challenge to companies is to make the best possible use of information and facilities at

their disposal to develop their products, market or other facet of business to their best

advantage. While this may require work methods to be altered in order for the full

benefits of IT to be realised (Schnitt 1993), concerns about the risks which this involves

may be offset by the knowledge that competitors are faced with the same changes and

problems.

/.4. 1 On-line services

Industries such as financial services have thrived with the development of IT which has

allowed the speed and therefore the volume of transactions to increase. In this case the

information can be worth more than the commodity being represented. However, it is

not only through association with financial transactions that information has a value of its

own. Data related to many industries, disciplines and commodities is held in huge

volumes on computers around the world and has presented business opportunities for

companies who wish to exploit it for internal use or to add value to the data and sell it
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onto another user. The requirement for fast access to databases of specialised material

has led to the development of services which allow this material to be searched on-line.

Fees are based on time spent connected to the services, which were traditionally

accessible by dial-up although many have now been made available through the

Internet.

1.4.2 Industry Specific Information 

The original databases available to the public offered material with a restricted

readership such as company reports and published academic research. However, while

these may have grown out of a perceived opportunity to use the information as a

commodity, other industries have grown from the need to manage information. An

example of the latter is provided by the global distribution systems (GDS) which serve

the TT&L industry.

GDS exist to offer travel agency businesses access to details of fares and schedules for

flights as well as car hire and hotel rates, they have extended their coverage recently by

offering these to the general public through services such as CompuServe. The use of

on-line services offers new possibilities for GDS companies which have traditionally

operated their own networks and supplied terminals to their users.

1.5 Changing Channels

The use of GDS has proved to be a powerful and effective means for TT&L operators to

reach their main sales outlets, the travel agents. However, the progressive development

of technology looks poised to threaten the livelihood of this sector by bypassing them

altogether (TTG 1993a). There is recognition that selling holidays and accommodation

benefits from the use of pictorial information to supplement availability, timetables and

tariff data. The introduction of multimedia information and booking kiosks offers an

alternative for those travellers who do not need the advisory services offered by agents.

The launch of this facility in the UK received wide coverage (Computing 1994, King

1994, PC Week 1994).

The extension of this concept into the home is being achieved with the introduction of

cable TV. Themed channels can provide very focused information on narrow subject
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areas. The recently introduced travel channel (TTG 1993b) promises to offer similar

services to those provided by travel counsellors. Video on demand technology enables

viewers to call up films, TV programmes or a range of other material when required

rather than having to adhere to a schedule. This depends on the use of interactive

services to provide two way communication between subscribers and suppliers, enabling

buyers to "look and book" using their televisions (Lloyd 1994). This facility is useful for

selecting and paying for TV programmes but is being extended into the sale of goods

and services where promotional methods include offering a discount to subscribers who

are prepared to watch an advertisement. There are obvious applications for interactive

TV based booking services in the TT&L industry (Hyde 1994). In the UK, similar

services based on CD-ROM or CDi are already available. Those in use at present are

not truly interactive although the Select Hotels CD-ROM based hotel guide offers an

automated "point and shoot" dial-up reservation facility.

Beyond this, virtual reality may one day present the opportunity to experience a resort

before travelling and could in theory even replace the need to travel. These

developments promise to result in a situation where brochures become redundant and

the traditional sales channels are replaced, if not eliminated. The TT&L industry looks

set to be altered drastically by these imminent developments to its distribution channels

and must be aware of the impending changes (Chervenak 1994) and to act accordingly

to help where needed (Richer 1994, Silver 1994). The technology which will enable

these has already had a considerable effect on many sectors and their current and

future influence on the UK hotel sector is investigated in the course of this research.

Their history and development is also significant is examined in the following chapter.
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2. The Development of Distribution Systems

2.1 The Need for Distribution Services

The nature of the products upon which the TT&L industry is based, and the range of

demands which suppliers and intermediaries must meet, makes for dependence not only

on large volumes of information but also on a reliable mechanism for the transportation

and processing of this data.

2.1,1 Product Characteristics

The products in which the TT&L industry deals are unlike material goods (Middleton,

1994); this presents difficulties for producers and vendors.

Diversity

There are often many possible means of travel to destinations and options for

accommodation on arrival. There are correspondingly numerous fares and room rates

and special deals may be available if certain products are bought in conjunction with

others. Even within a single product, there may be special negotiated rates for

corporations and agencies.

This results in a complexity of information which can best be approached by using

criteria to narrow the field but the volume of data to be searched in the filtering process

requires powerful data processing to handle this operation effectively.

Intangibility

Vendors holding a large stock of products would generally require a significant volume

of information about these to support their sales staff. However, the TT&L problem is

compounded by the fact that the products are intangible and cannot be inspected at the

point of sale. It is necessary to experience the service of a carrier or hotel company

before it can be judged against alternatives. While compensation may be available after

the event, unsuitable products cannot generally be exchanged and an experience, good

or bad, will remain to influence future decision making. It is therefore necessary to
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provide as much reliable information at the point of sale so that the buyer can make a

decision based on accurate impression of the product or service being bought.

Volatility

The final consideration is the perishable nature of the products on offer. Market

conditions fluctuate and uptake or occupancy experience corresponding peaks and

troughs. Empty hotel rooms and airline seats represent lost revenue so many operators

reduce their prices as the date of use draws near to encourage buyers. This information

is necessarily changed frequently and must be made available to sales outlets or direct

to buyers. An effective distribution method is required for this to be accomplished.

2.1.2 Buyer Requirements

While the wide range of products may present a buyer with a difficult choice, there are

several basic criteria which most travellers will wish to have met. Business travellers

may only require that a reservation is secure and that a seat or room will be available

when expected. Leisure travellers may also wish to be sure that they have access to the

widest range of information to make a choice and that their booking will be honoured.

2.1.3 Agent Requirements

At present, travel agents are still the target market of the GDS operators. The

development of the systems has been influenced by the needs of the business travel

trade to a great extent and this is reflected in current systems. The very competitive

travel agency industry produces low profit margins so only by conducting large volumes

of business can adequate revenue be generated for the business to survive.

Distribution system operators can help agents to achieve the necessary throughput,

generally by expanding the coverage and capability of their systems. It is helpful to an

agent if a distribution system is able to offer access to a number of service providers

without the need to sign on to each of their computers individually. This is referred to as

single access. It is also beneficial if any particular hotels which an agency books

frequently can be accessed through a GDS or some other form of computerised

reservation system since this cuts the time required to make a booking. This is not

always possible and many hotels are still not represented on these systems.
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Although agents recognise that they need to use GDS, their low operating profit makes it

important for them to be able to make use of systems at as little cost as possible. This

has long been recognised by the operators who offer discounts on equipment rental in

return for specified volumes of business. In return, they may receive a degree of loyalty

from the agents and a commission payment from the service provider booked through

their system.

2.1.4 Service Provider Requirements

The GDS operators depend on agencies as the outlet for the information which they

distribute but they provide an important two way flow of information for producers.

Providers make use of distribution systems to communicate with their market through an

exchange of information. Outgoing information represents the product and includes

details of rate and availability while incoming communication consists of a request for a

product and includes customer and account details.

Speed may be of the essence to an airline but is perhaps not so important to a small

hotel even if some agents now routinely expect that all travel and accommodation

bookings will be confirmed within seven seconds. While hotels or airlines could, and

sometimes do, operate their own networks, the coverage which GDS offer makes them

a more cost effective route as long as they can represent the product adequately and

offer access to the markets which the service providers wish to target. How the features

of a distribution system can be exploited to the benefit of a hotel business are discussed

in the later chapter on the role of distribution systems in hotel strategy..

2.1.5 Function of Distribution System

The main role of distribution systems is to connect the greatest possible number of travel

agency outlets to the widest range of service providers while satisfying a range of

occasionally conflicting demands in order to attract and retain business. The systems

act as a single channel which concentrates then distributes information; the sources and

destinations of which may be separated by continents and time zones. Current systems
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allow the integration of many components from many sectors within the TT&L industry

and some outside.

Many of the facilities which GDS now offer have been added during a process of

evolution. The systems from which they are derived were not designed to provide the

wide range of services and indeed were not intended to be used by third parties at all.

The origins of the systems are responsible for many of the problems which have beset

their operators, the travel agent users and particularly the service providers in non-airline

sectors.

2.2 Reservation Systems: from Internal to International

The development of reservation and distribution systems until the early 1990s has been

covered in depth by numerous authors, most notably Boberg & Collison (1985), Feldman

(1987,1988 & 1991), Wardell (1987), Collier (1989), Sloane (1990) and Truitt et al

(1991).

2.2.1 Early Advantage

The first systems were intended to be used internally by their developers for inventory

management but rapidly became a means of obtaining competitive advantage.

Copeland & McKenney (1988), Doll (1989) and Schulz (1992) describe how a fiercely

contested industry emerged rapidly following the decision of AA to commercialise its

SABRE computer reservation system (CRS). Many advantages accrued to AA through

operating the first CRS to offer its facilities to travel agents and renting space on the

system to other airlines.

2.2.2 The Boom Period

Competitor airlines recognised the need for, and benefits of, CRS ownership. Those

who could afford the development and operating costs made inroads into AA's market

with their own CRS. One airline was even bought over chiefly because it operated a

CRS (Economist 1987). Over time, five systems (SABRE, APOLLO, PARS, DATAS II

and System One) came to dominate this industry in the US.
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De-regulation of the US airline industry in 1978 resulted in such a proliferation of

schedules and fares that the use of CRS became a necessity for travel agents. Airlines

were obliged to be represented through these systems but non-owners were at the

mercy of the operators. The latter made huge profits at the expense of their rivals and a

number of airlines went into liquidation or out of business as an indirect result of the use

of CRS, resulting in greater opportunities or those that survived.

2.2.3 New Forces Reshape CRS

Unfair practices which had contributed to the huge revenues produced by the systems

were exposed during the early years of CRS operation (Which? 1988, Feldman 1988,

Fockler 1991). System bias, high commission charges and delays in forwarding

information to users all gave advantage to the operator airlines. Legislation was

introduced in an attempt to eliminate these abuses of position (US DOT 1988).

Although the measures were not completely successful, they did help to bring about the

end of the initial boom period and led to a revision of the role and ownership of CRS

(Aviation Week 1990, Bartimo 1990, Hopper 1990).

Reduced profits from traditional sources and virtual saturation of their domestic travel

agency market forced the CRS operators to turn their attention to overseas markets.

However, they met competition in Europe and the Pacific rim from the national carriers

(Wardropper 1987, Economist 1987, Counsell 1988, Gurdon 1988, Packham 1988,

Ernest-Jones 1989).

A number of mergers were proposed and eventually the number of US based systems

was decreased by the creation of WORLDSPAN from a partnership involving the

operators of the DATAS ll and PARS systems (Glab 1991a). This reduced the number

of rivals in their home market but CRS operators still sought new ways to generate

revenue while remaining competitive enough to retain existing business and attract new

subscribers at the expense of their competitors.

Not all the competition was conducted by fair or legal means. Although the non-owner

airlines had campaigned successfully for changes to legislation in the 1980s, there were

still abuses of position by the system operators. Airlines such as AA and United

operated their own airline reservation facilities on the same computer installations that
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were used to run the Sabre and Covia/Apollo distribution systems respectively (Hyde

1992a). It was claimed that the host airlines could gain access illegally to information

about their competitors and although these allegations were refuted (Haney 1993),

moves to "de-host" the GDS systems were called for (Glab 1991b). This met with strong

opposition from the GDS operators (Hyde 1992b, TTG 1992a) but the need for

increased security became obvious during the BA/Virgin case of 1992/93 (Computing

1993, Evans 1993).

2.2.4 The Creation of Global Distribution Systems

Development of European Systems

Apollo and System One had taken advantage of developments in Europe by selling their

code to system developers Galileo and Amadeus respectively. This reduced the

development time considerably although the systems still required a considerable

amount of work to meet European requirements and regulations (Mietus 1989). Despite

this, both European systems had become established by the early 1990s. The

relationship between Galileo and Apollo was complicated and involved cross holding of

equity which was eventually to prove beneficial for both parties.

Wider Scope

The early systems generated their income from entry fees paid by all represented

airlines and commission was charged on each segment booked. The more carriers a

CRS signed up, the greater its income.

Financial incentives had been the initial means of attracting business from agents who

could obtain rent free use of a CRS if they conducted sufficient business through it.

Similar schemes were offered to travellers through the use of frequent flier programmes

which these systems facilitated. However, the costs of maintaining a CRS and the

communications networks upon which it depends are high. The ability to compete

through cutting prices is limited by the need to generate revenue to meet these so

alternative methods of attracting agents had to be devised.
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Diversification of services provided an answer to both problems. The extension of the

scope of the systems to offer facilities to service providers from other travel related

sectors generated revenue in its own right. The most obvious targets for inclusion were

car hire and hotel operators since their products fitted naturally into the list of services

which would be required in a typical business trip.

Benefits to Service Providers and Agents

Service Providers

Some multinational hotel operators had already developed their own computer

reservation facilities with bookings being made through central offices or terminals in

their own properties (Braham 1988, Salomon 1992). The use of the airline systems

appealed because these offered access to a world-wide market through a single

connection and because the system operator managed the distribution network and

handled dealings with the sales outlets.

The systems also offered the rapid means of communication necessary for distribution

of the rates information which resulted from the use of yield management (YM). This

practice involves calculating the optimum rate which can be charged for a commodity

such as a room or an airline seat according to actual or forecast market conditions. For

example, if hotel management is aware that in the near future there will be an

oversupply of rooms, it may respond by cutting prices of these in order to prevent them

being unoccupied. While this exercise does not depend on the use of computer

facilities it can be assisted considerably by the use of systems and may even be carried

out automatically based on the information from reservation and inventory management

systems.

The use of yield management can benefit considerably from the use of distribution

systems to promote rates as soon as they are calculated. The lead-time for business

accommodation bookings is typically short (Relihan 1989). A significant amount of

custom is still available right up to the day of expiry and hotels can use GDS, which are

still more commonly used in the business travel to reach these travellers.
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Agents

As the range of vendors which they represented increased, the systems became more

attractive to agencies which could offer a greater range of services to their clients and

therefore secure more business. Since the use of the systems generally saved time,

agents could make more transactions and earn themselves increased discounts.

The requirement to speed up the reservation process resulted in the change from multi-

access to single-access systems. The former required that the agent made contact with

a "gateway" system which then provided access to the individual host systems operated

by the service providers. An agent wishing to check availability would have to log in to

a system, find the information then log out, repeating this process for all of the providers

of interest. The development of so-called single-access systems enables the agent to

log in once on the distribution system which then interrogates the service providers

hosts when the agent generates an enquiry. This frees the agent from a tedious

process although anecdotal evidence indicates that some agents felt that the multi-

access systems offered more reliable information. However, multi-access systems are

being phased out (TTG 1994a) with GDS operators claiming that multi-user systems do

not offer the benefits claimed (TTG 1994b).

Over time, the systems introduced back office accounting facilities which could be

integrated with the reservation systems to simplify routine management procedures.

They also started to offer audit and transaction tracking facilities which enabled agents

to record and follow up any outstanding commission due from hotels. These found

favour with many agencies and a number started to introduce PCs in place of dumb

terminals (Glab, 1991c). As a result, it has become more feasible for agencies to

compile guest history databases which allow them to offer a better service through their

improved knowledge of their clients.

Role of National Distribution Companies

The extended range of products also gave existing subscribers access to information

about overseas properties and services which would have been difficult to obtain without

the use of these facilities. However, the reservation system operators' early efforts to

win business from travel agencies outside their domestic markets was generally
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unsuccessful except in the case of multinational business houses. The European

systems were owned by consortia of national airlines. Most agents had close ties with

national distribution companies such as Travicom, the forerunner of Galileo. These

factors contributed to agent loyalty and this effectively barred the way to US operated

systems.

All of the system operators recognised that access to a world market of agency outlets

was the most secure way forward but the way into a market appeared to be through

collaboration with the existing distribution company operator. The merger of

Covia/Apollo with Galileo (Betts 1993) formalised a relationship which had existed for

many years. This consolidation resulted in the transfer of the data centre from Swindon

to Denver, with inevitable problems (TTG 1993a, 1993b, 1994c). However, on

completion the system operators claimed that the wide geographical coverage, broad

range of services and expanded role, Galileo had become the first true global

distribution system (GDS).

The lack of a relationship with a US CRS had long been perceived as a problem for

Amadeus as reflected in the company's numerous failed attempts to form alliances with

other CRS (Sloane 1990, Computing 1991, Hyde 1991,1992c, TTG 1992b, 1994d)

although the matter appears to have been resolved finally with the creation of another

global system (Vowler 1994).

2.2.5 Other IT Developments in TT&L 

While the emergence of GDS was arguably the most significant event in the field of

TT&L systems in the middle and late 1980s, other developments were taking place

which were to have a profound effect on the role of IT in this sector.

Viewdata

The development of electronic inventory control and information distribution systems

was not confined to the airlines. The package tour operators had similar needs although

different constraints to meet, both in terms of their own finances and those of the retail

travel agents who sold their products. Viewdata offered a solution to their needs.
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Viewdata is not a system but is an interactive medium for accessing shared information.

It offered a means through which tour companies could offer access to their centralised

reservation systems to agents without the need to install and run a private data network.

This method offered such large savings that Thomson Holidays stopped handling

telephone bookings and dictated to agents that they must book the company's holidays

through its own TOP viewdata system. Thomson was in such a strong position that it

could afford to make demands of this nature. The company increased its profits as a

result of this move (Palmer 1988). It can also take credit for the large number of

viewdata terminals which appeared in travel agents premises, paving the way for further

adoption of IT in this sector and helping to establish viewdata firmly in the TT&L sector

where it remains as a mainstay of retail travel distribution to the present day (Bennett

1990, Hitchins 1991, Bennett & Radburn 1991).

Viewdata has traditionally been the preferred method for leisure operators to provide

information about their services to retail agents. As well as offering access to inclusive

leisure products, Viewdata based services such as EasyRes provide travel agents with

on-line information about thousands of properties and flights. It remains a low cost

means of distribution which, although slower than GDS, is still effective. The decision by

hotel consortium Best Western, representation company Utell and operators Jarvis to

offer their products through this channel is an acknowledgement of this (Cla yey 1992,

Hyde 1992d, Jolley 1994a, TTG 1994e).

There have also been improvements to the links between GDS and the viewdata

networks to provide "transparency" for GDS users wishing to access leisure products.

This has helped GDS operators to recruit new subscribers from the retail sector (TTG

1992c, 1992d, Travel Weekly 1993a, 1993b). Links to enable viewdata users to access

scheduled flight information have also been developed (Travel Weekly 1993c). These

moves have offered greater flexibility to agents and strengthened the hand of GDS

operators.

The Minitel viewdata service in France was introduced primarily as a means of making

directory enquiries. The success of this (Melnick, 1991) spawned a number of

information, reservation and sales services and prompted its operators to launch a UK

service (Conhaim 1992, Hyde 1992e). This was not well received by agents who initially

felt under threat but the uptake by home users appears to have been very limited (TTG
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1992e). The use of the existing broadcast Teletext service to provide travel,

accommodation and complete holiday offers is still in widespread use. Although users

must still make telephone bookings, this appears to be laying the foundation for the

introduction of interactive information and booking services which cable television

promises to deliver.

Electronic Data Interchange (EDI)

As with Viewdata, EDI is a technology rather than a specific system. It appears to hold

considerable potential as a means of overcoming the problems caused by the use of

proprietary communications protocols in distribution systems, hotel reservation systems

and property management systems. While its use is limited at present, the future

applications are considerable. Appendix H contains a paper by the author on the

subject of the specific applications of EDI within the hotel industry.

Hotel Systems

Definition

Systems used in the reservation process in hotels are often referred to as computer

reservation systems or central reservation systems, depending on where they are

located, how they are operated and who is referring to them. This work defines

computer reservations systems to be any computerised system which is primarily

intended to deal with the processing and distribution of reservations or related

information. This therefore excludes PMS although these have a role to play in the

process, as explained. Hotel central facilities are referred to as computerised central

reservations systems (CCRS).

Computerised Central Reservation Systems

While the development of GDS and other distribution methods was taking place, the

hotel sector had started to make use of computer systems for a number of purposes.

The uptake of CCRS by the larger hotel operators reflected an awareness of the
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benefits to be obtained by the use of this technology (Braham 1988, Hickey 1988,

McGuffie 1990a, 1990b, Chervenak 1991, Yoakum 1992, Stevenson 1992) and through

external representation (Hannah 1991). A number of related services are available,

some of which supplement those of a hotel's own CCRS and others which offer a direct

alternative.

Hotel CCRS

The original systems operated using phones, central computer facilities and phone, fax

or telex links to the represented properties. Some large hotel operators make use of

networks to link their properties to a central facility (McGuffie 1994, Network 1993). The

use of CCRS, whether operated in-house or provided as a service by a third party, offers

consistency, sharing and control of data and reduces the requirement for hotel staff to

handle guest reservations. Twenty four hour free phone services have become

common in order to encourage callers to contact the central facility rather than the hotel.

Switch Companies

The proliferation of these proprietary systems caused problems for the industry when

hotel companies wished to connect their CCRS to distribution systems. Each proprietary

system used its own data format and communications protocol which needed to be

translated into a form which the GDS could process, with the reverse process also being

necessary. The need for so many different interfaces to be developed between hotel

CCRS and GDS resulted in the creation of The Hotel Industry Switch Co. (THISCo) by

the larger hotel operators (Lindsay 1992, Beaver 1992). A comparable service was

developed by Wizcom, a subsidiary of the Avis Rent A Car company which also offers a

similar service to smaller companies.

Third Party CCRS

Although the original CCRS were developed by hotel companies, a number of

companies such as Wizcom now offer central reservation services as well as switch

facilities. Some suppliers provide systems for hotel companies to operate themselves

while others offer complete staffed services which eliminates the need to equip and
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administer a central facility. Forty percent of European hotel groups use a third party

CCRS (HSSS 1994a).

The use of a third party service need not result in the loss of the hotel's identity when

dealing with callers since "private label" services are available which offer phone

answering in the hotel company's name.

Representation Companies

Hotels which lack the resources and expertise to conduct their own promotion can make

use of representation companies. Services such as Utell and Steigenberger offer much

more than simply a CCRS, providing marketing and promotion, automated commission

payment to agents, connection to GDS and direct sales offices around the world. They

may also offer branding which can offer a hotel the benefits of association with a widely

recognised name to establish its credentials. This can be particularly useful when

selling through GDS where being recognised as part of reliable group or consortium may

help a hotel to compete with others which win business on the strength of a recognised

name (Baum 1991). The considerable experience of many of these companies is

typified in their approach to the provision of systems. The most recent from Utell is

described as having, "no pre-set limit on the amount of information held about a hotel"

(Bilkus 1991). This appears to be an advantage over the facilities offered by many of

the GDS operators.

Intermediaries

Falling somewhere between switches and representation companies are intermediaries.

There are a growing number of these companies in the UK which recognise the need to

simplify the process of being represented on GDS for smaller properties. Companies

such as HotKey International and Hotel System Support Services and Select Hotels

offer consultancy services but also provide GDS inventory maintenance and reservation

passing between GDS and property. They overcome many of the administrative and

financial problems associated with the use of GDS by taking on much of the operational

work and levying charges based on volume of business rather than flat fees. Select

Hotels offer EDI based live links between property systems and their host which in turn

exchanges information with the GDS. This range of services is now also being offered
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by the company formed by collaboration between Global-Res and General Electric

Information Services to provide connectivity and reservation handling facilities (HSSS

1994b).

Location Services

The Tel-Me service, launched in 1994 by IBM, Ordnance Survey, British Rail along with

a number of other information providers, offers a number of facilities including the

Automobile Association's directory of hotels. The accommodation finder uses a

personal computer based dial-up facility to interrogate the system's main database and

return a list of properties which meet the criteria specified by the user. For example, the

service can be used to list all hotels or restaurants within a set radius of a destination. It

offers details of properties as well as maps but does not offer a reservation facility. This

is similar to the Accommodata/Autoroute system which enables travellers to identify the

best route then locate facilities which are close to this (HSSS 1994c).

Property Management Systems

The use of true CCRS has generally been beyond the budget of many small groups

(Richards 1994). However, property management systems (PMS) have been in use in

hotels of all sizes. Many hoteliers think of these as computer reservation systems, which

they are to an extent, but their true function is more involved.

PMS can be regarded as operating like electronic point of sale (EPOS) concentrators,

collecting information from ancillary systems such as call logging, room bar and

restaurants while potentially distributing data to energy management and security

systems. Many also offer food and beverage inventory control and guest history

facilities, a valuable tool for improving service (Dev & Ellis, 1991). The main focus of

developers of these systems has been the computerisation of inventory management

and accounts preparation (Breen 1992). The systems provide rapid processing of

reservations and check in and out, and improve accuracy of invoicing and accounting.

Some systems offer a limited central reservation facility but the use of distribution

services requires connection to a GDS through a switch.
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PMS have served to introduce technology into many properties but unfortunately not

always successfully. This has had, and continues to have, adverse implications for the

acceptance of other seemingly unrelated systems.

Destination Marketing Systems

Several regional and national computerised representation and reservation facilities

were devised during the 1980s (Vlitos-Rowe 1992). These aimed to offer low cost

distribution and marketing services to accommodation providers within a catchment area

in return for an annual membership fee and commission payments on each booking

received.

There have been, and indeed still are, many DMS in the UK which offer a means of

representation to properties wishing to be identified with a specific area. However, the

schemes of interest to this research were those which offered properties access to

global distribution, either through their own network or through partnership with another

distribution system. The more ambitious schemes aim to offer a range of services to

visitors to make their visit to a new area as enjoyable and trouble free as possible.

Travel arrangements, tickets for events and attractions, equipment hire and insurance

can all be made available in addition to accommodation information and reservation

services.

The Scottish Highlands and Islands HiLine DMS operated from 1984 until 1992 when it

folded with debts of £300,000 (Pringle 1994). The reservation facilities were operated in

Scotland and initially offered free phone and fax services to overseas travel agents with

the intention of using a GDS to offer world-wide on-line access. The method of funding

made the system vulnerable and its service was not entirely appropriate for the

properties in its catchment.

The Bravo scheme, co-ordinated by the British Tourism Authority, was not a true DMS

but was developed to serve the needs of UK hotels. It aimed to offer a "bridge" between

properties and agents and although hotels had to keep Bravo informed of the number of

rooms available, they were not required to be connected directly to the system. Bravo's

promotional material sold the system as a means of access to a world market as well as

a method for UK residents to book independent holidays. The scheme was under
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consideration or development for several years and seemed to be well supported by the

hoteliers whose properties it was to represent (TTG 1991, Caterer & Hotelkeeper 1991,

BHR 1991). However, despite the optimistic press reports, the eventual level of interest

was considered to be insufficient to make the scheme viable and Bravo was finally

overtaken by events within the backing companies without being launched fully (TTG

1992f).

The damage caused by the failure of both of these initiatives in the same year is difficult

to estimate. Their collapse appears to have done little to enhance the image of

computer distribution systems in the view of hoteliers for whom GDS access now

appeared to be even more risky and expensive. The system operators were also facing

problems in their efforts to accommodate the hotel sector.

There appears to be great potential for systems of this nature (Sussman 1992, Sheldon

1993). Buhalis (1994) describes the need for the representation of an area through a

system which isolates accommodation providers from much of the complexity of dealing

with distribution system companies.

These issues are being addressed in Scotland by the development of two initiatives.

The Scottish Tourist Board has recently embarked on a plan to implement a nation-wide

network linking 180 tourist information centres (TICs) to a source of local and national

information. The service will eventually be extended beyond the TICs through the use of

public access units. (Courier 1994)

The Edinburgh Tourist Board (ETB) is participating in a joint project known as Marketing

over Networks (MNET). This involves various other European area tourist boards and

service providers from other sectors to implement a multi-media marketing system based

on a high speed wide area network using asynchronous transfer mode (ATM)

technology. Destination marketing is naturally the focus of the ETB but the combination

of services gives the venture a diversity which failed projects such as Bravo and HiLine

lacked.

The Development of Distribution Systems 	 29



Non-airline GDS

The parentage of GDS has been the cause of many problems. The fact that the

systems are operated by business rivals has been a drawback in the eyes of some non-

owner airline operators while the use of an airline reservation system as the foundation

has caused problems for firms in other sectors.

In an effort to overcome this, hotel companies Marriott Corp. and Hilton Hotels Corp.

AA offshoot AMR Information Services and Budget Rent-a Car Corp. embarked on a

joint venture to develop the independent, scratch built CONFIRM global distribution

system (HMM 1991)

The cost was initially estimated to have been $50m but this rose to $125m by the time

the scheme collapsed following Marriott's decision to withdraw (TTG 1992g, Koss 1992).

Even the involvement of such experienced companies proved to be no guarantee of

success. This failure may prove to be a deterrent for other companies interested in this

field and again can have done little to inspire the confidence of hotel operators in the

long term future of fledgling distribution systems.

GDS slow to take off in non-airline markets

Hotel reservation facilities such as EasyRes emerged on the back of viewdata services

and offered a distribution service to hotels in the business market. Although GDS could

also offer benefits to the service providers which made use of them, the initial uptake by

hotel operators was slow. This was mainly because the software on which the systems

were based had been developed for airline reservations and required considerable

adaptation to support other products. Where hotels operated their own systems, these

had been tailored to the exact requirements of their business and the staff operating

them were trained and could receive support in-house.

Hotel representation in particular presented operational problems to GDS operators.

Primarily, the distribution database needed to be able to hold a greater range of

negotiated rates than the initial systems could accommodate. In addition, differences

often existed between the rates shown on the systems and those available by direct

negotiation with hotel reservation staff. Slow confirmation was also a problem for agents
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accustomed to sub-seven second response times from airlines using direct "type A"

connections providing direct access to the airlines' own inventory systems. Further

problems resulted from the inability of agents to operate unfamiliar systems without re-

training (Hyde 1992f, 1992g, 1992h).

From the point of view of many hoteliers, representation through the systems was still

seen as expensive. For many properties, the systems would need to provide a large

amount of business in order to cover the annual fees. Commission overheads also

reduced the effective room rate attained while maintenance of availability information

made considerable demands on staff time which translated into another cost. These

factors contributed to the inability of GDS to corner the hotel market in the way that their

more focused predecessors had dominated the airline sector.

The failure of ventures which offered low cost access to national or international markets

limited the options for hotel managers who sought to reach new outlets for their product.

Consortium membership also appeared to offer compromise or loss of autonomy for

those to whom it was an option. For many of the small independent hotels which make

up such a large percentage of the UK industry, there appeared to be little option but to

abandon the idea of using distribution systems and resort to personal, high quality

service to retain business as suggested by Lowe (1988) and Morrison (1992).

2.2.6 The Turning Point

Most agents were used to booking flights through GDS but many were still reluctant to

make hotel reservations by this means (Caterer & Hotelkeeper 1992, TTG 1992h).

However, the reported difficulties did indicate that a number of hotels had started to

make use of GDS (TTG 1993c). Efforts were made by the GDS companies, hotel

operators and representation services to bridge the gap between hotels and agents

(TTG 1993d, Silver 1994).
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2.3 Towards the Strategic Use of IT

2.3.1 Investors aim for maximum return

Agents wanted to be able to book hotels through GDS and hotel operators who had

committed to the use of these channels had a vested interest in overcoming the

difficulties. They had made an outlay to gain access to the systems and needed to

eliminate the problems in order to take full advantage of their investment in times of

financial hardship (Durocher & Niman 1991).

For hoteliers, this involved an adjustment of attitudes. While airlines were in the habit of

allowing agents to book the last seat on a plane, hotel managers were not so willing to

give this freedom to agents. However, although it appears that last room booking has to

become available for GDS to operate most effectively, not all hoteliers support this view

(TTG 1994f).

The more astute hotel operators did begin to realise that GDS representation was not

simply something which had to be endured to oblige agents but in fact presented a

considerable business opportunity once the problem with the quality of information was

overcome.

2.3.2 Identifying opportunities and applications

Opportunities exist 	

Boyce (1991) quotes from senior management of Marriott hotels, "The competitive race

is not determined by the reservation system but by those who make the best use of it."

This sentiment is echoed by Bruns (1993).

but who benefits?

The ownership of systems by competitors caused problems in the airline industry. This

potential source of trouble appears to be absent in the hotel sector. However, recent

events suggest that all users of GDS must understand their operation sufficiently well to
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be able to monitor the business being received through them. The use of "phantom

bookings" and the sale of information about agency business reported in the press in

1994 (Cohen 1994a, 1994b, Jolley 1994b, TTG 1994g, 1994h, 1994i, 1994h, 1994j,

Walters 1994a, 1994b, 1994c, 1994d, 1994e) illustrates the practices of which all users,

service providers and agents alike, must be aware if they are to avoid being taken

advantage of through these systems.

2.4 Conclusions

Airline operated systems have matured to the point where they offer access to a wide

range of outlets and now enable hotels to compete in new or existing markets. The

emergence of more versatile alternatives in the form of destination marketing systems

promises to result in the availability of channels which are more suited to the hotel

industry. Through these developments, the systems have started to offer direct support

for business strategies. It remains for the practitioners to identify these. The potential

application of IT to strategy is discussed in the following chapter.
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3. The Role of Distribution Systems in Hotel Strategy

"Strategic management, at its most general, is the long-term application of

state-of the-art methods for ensuring that environmental opportunities,

threats and competition are met with appropriate business capabilities,

resources, values and actions" (Andrews, 1987)

"(Strategy must involve) well-defined scope and growth direction ... (which

provides) ... additional decision rules ... if the firm is to have orderly and

profitable growth". (Ansoff, 1965)

"There seems to be little evidence of... (Ansoff's definition of strategy) ...

in the hospitality industry." (Gamble, 1991)

3.1 Introduction

This section identifies strategies which the use of distribution systems may help hotel

businesses to achieve. It also considers the role of other forms information technology

in the strategic management of hotels.

3.2 Generic Strategies

This research seeks to examine the potential implications which the use of distribution

systems holds for the UK hotel industry. In order to do so, it is first necessary to

consider the generic strategies which a hotel business might wish to follow. It is then

possible to appreciate how the application of IT may contribute to the achievement of

the related aims.

This exercise supports the aims of the work by providing a basic framework for use in

the evaluation of current and potential use of distribution systems in the strategic and

operational management of UK hotels. To this end, a simple strategic model which can

be tailored to fit this industry and used as the basis of survey work is sought.
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3.2.1 Business Strategies

Much has been written about the numerous possible strategies which a business may

pursue. There are many models available for use in the general analysis and definition

of company status and classification of its strategies (Ansoff 1965, Mintzberg 1985,

Porter 1985, Jauch and Glueck 1988). Teare and Boer (1991) investigates specific

strategies within the hotel industry but did not provide suitable material for this exercise.

Ansoff's Model

In the context of this research, the work of Ansoff is considered to provide an

appropriate basis for the definition of the generic business strategy sought.

Ansoff defines two types of strategy. The first is referred to as being strategic portfolio

strategy and specifies the strategic business areas (SBA) in which a firm intends to

operate. The original version of this model was two dimensional and related mission

and product as shown. For example, a strategy which concentrates on growth through

increasing market share of present products in present markets is known as market

penetration.

Product
Mission Present New

Present Market penetration Product development
New Market development Diversification

Figure 3-1: Ansoff's Model

This model was refined in Ansoff's later work and a third dimension added. The axes

became market need, product technologies and market geography. Since this research

intends to investigate the use of "product technology" i.e. the use of IT, the third

dimension is considered to be unnecessary so the original form of the model shown in

Figure 3-1 is preferred.
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3.2.2 Competitive Strategies

Ansoff's second model, the competitive strategy model, develops the first to consider

how a company will compete in each SBA. This work identifies cost, growth thrust

through obsolescence or segmentation, product differentiation and market differentiation

as the strategies which can be used to gain advantage over competition.

3.2.3 Use of the "Generic Strategy Model"

The use of Ansoff's models is considered to provide a suitable framework for an

examination of the role of distribution systems in strategic management.

This model is used as the basis for a questionnaire intended to investigate the potential

contribution of distribution systems to management planning within a wide cross section

of hotel operators. In order to cover a broad range of strategic applications as possible

and to avoid asking specific questions which a respondent might consider too sensitive

to answer, the generic strategies are used as the basis for questions.

Generic competitive strategies are also used in the questionnaire. The strategic

objectives are either stated directly in terms of the use of a system to support a strategy

e.g. "Would you use GDS as a method of promoting new products" or more obliquely

e.g. "Information from GDS can be used by existing systems which reduces workload

and cuts cost of reservation processing."

While this will not provide details of the competitive strategy employed, the aim of this

work is to investigate the general role of what is still very new technology to much of the

UK hotel industry. The comments of Gamble (1991) suggest that at present the use of

GDS and similar systems may result from external pressure rather than from a desire to

support strategic planning. As a consequence, detailed investigation of the role of GDS

within a specific strategy is considered not to be appropriate at present.
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3.2.4 Forces within an Industry

The effect of direct competition is significant in determining the success of a business.

The development of strategies results from a need to compete effectively. According to

the work of Porter (1985) there are other forces which contribute to the positioning and

profitability of a operation.

Hotels in some market sectors are obliged to use distribution systems in order to deal

with their buyers. This is an example of two of the forces described by Porter. On one

hand, it influences the ability of the business to negotiate with its buyers but on the other

it raises an entry barrier for new businesses wishing to compete in the same market.

There are many ways in which the factors described by Porter influence, or may be

countered by, the effective use of distribution systems.

These are also considered in this work, again through the use of generic questions.

3.3 Significance of IT in Strategic Hospitality Management

Even if management objectives depend on information, there is no inherent need for

information technology. In many cases,

"it is information, and not information technology, that may be used in

ways that make it a strategic resource" (King et al, 1989).

However, it is increasingly the case that information and information technology are

interdependent, with IT providing both the information and the means to process it. The

1993 survey conducted by Hill Associates report indicated that the most important

objective of IT development was to provide information for use in strategic planning (Hill

1993). The respondent groups also indicated that their second or third highest priority

was to integrate the use of computers with their organisation's commercial or business

objectives.

The Role of Distribution Systems in Hotel Strategy 	 45



3.3.1 Turning Strategy into Systems

The combination of social trends with the emergence of new technologies presents

many opportunities for the strategic use of IT within many industries. However, the

adoption of technology by service industries has often resulted from the need to manage

information rather than the desire to use information for management. The implications

for the companies intending to change this situation and make use of systems in support

of planning are considerable. If it is to provide maximum benefit, IT must become part of

the organisational structure. This then offers opportunities to redefine the scope of a

business (Venkatraman 1991). The use of IT in itself cannot be relied upon to offer long

term competitive advantage.

Businesses wishing to use IT effectively must translate their strategic aims into

objectives and identify the information requirements associated with these. Once this

analysis has been carried out, it should be possible to generate a specification for an

appropriate system which will enable the objectives to be achieved most effectively. It is

possible to make costly mistakes by investing in unsuitable or unnecessary systems

unless this evaluation process is undertaken correctly. Even if a system is specified

properly, the maximum benefit may not always be derived from it. This can result if the

system is not understood adequately or it may be that the use of other systems is

necessary to make more effective use of the information.

3.3.2 Strategic Use of 17- in Hotels

Successful IT strategies depend on an understanding of business needs and an

awareness of how available technology can be applied to meet the information

requirements associated with these. There are many possible sources of business

information and the collation, processing and distribution of this requires careful

consideration and management (Brotherton and Leslie, 1991). The hospitality industry

is not renowned for its strategic use of IT and in general lacks the long term experience

of information systems which would make a valuable contribution to effective IT strategy

setting.

Gamble (1991) describes the approach taken to the deployment of IT and defines four

P's of IT strategy, namely plan, pattern, position and perspective. He suggests that on
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all counts, hospitality organisations do not operate strategically with regard to IT since

they "do not seem to consider how (IT) may be used to establish a unique selling

position ... (or) establish and maintain productivity and service quality." He also opines

that "it is difficult to believe that hospitality companies actually value information in

relation to their commercial activities."

Although he further reports that 60 percent of senior management of 142 leading

household name companies do not recognise IT as a corporate or strategic issue,

Gamble concludes that given the challenges facing the hospitality industry, the need for

a strategic IT perspective is crucial. Although the economy may have recovered to

some extent since Gamble's paper was published, this need is still as strong.

3.3.3 Role of IT in Strategic Alliances

IT has two distinct roles to play in strategic alliances. In one, the technology assists with

the operation of collaborative ventures while in the other, development and operation of

systems is the reason for the formation of the agreement.

Strategic use of distribution systems

In the airline industry, code sharing is an example of the former. This is the term used to

refer to the practice of creating codes for routes which do not exist as direct flights but

which comprise a number of different flights, often operated by different airlines. Airline

CRS traditionally showed this as a single flight which may have resulted in increased

business for the carriers involved but caused problems for passengers.

American Airlines and Visa entered a successful alliance (Kolodziej 1989) which was

carried into the hotel sector is the agreement between American Airlines, Visa and

Radisson in June - September 1990 (Pesmen 1991). This promotion involved an instant

winner game for booking agents. A travel agent using the Sabre reservation system to

book a Radisson property and using Visa to guarantee the reservation was entered in a

sweepstake. A draw was made every 5 minutes, 12 hours a day, for 90 days. It is

claimed that this incentive gave a 35% boost to Radisson-Visa transactions. Given the

many levels of commission which agency hotel bookings involve, compounded with the

usual surcharge levied on suppliers in credit card transactions, it is difficult to estimate
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the benefit to Radisson. However, this is an example of an incentive scheme to develop

loyalty by those involved in the distribution process, as described by Majaro (1983). Use

of a channel in itself is no guarantee of results, especially at the outset. Alliances of this

nature can serve as a means of introducing a new sales method and may be beneficial

in the long run even if they incur expense initially.

System Access through Strategic Alliances

The formation of hotel consortia for development of marketing or reservation services is

an example of the latter. Many consortia are not formed for this reason and most

generally offer members other benefits such as purchasing power. However, the ability

to share the cost of technology makes alliances which operate computer reservation

facilities powerful facilities attractive to many hoteliers (Tse et al, 1992).

This is not achieved without cost and compromise, naturally. There are potential

problems when a member property operates a PMS which is to be linked to a central

facility. This problem still faces Consort Hotels, one of the leading UK consortia, which

embarked on a plan to offer on-line access to its CCRS via the Galileo GDS (Hyde 1993,

Allison and Welch 1994). While an interactive link is in place between the CCRS and

Galileo via Wizcom's facilities, the link from the CCRS to the individual properties is

proving to be less straightforward. This is not a technical problem as such but rather a

question of compliance. The proliferation of makes of PMS in the properties means that,

as things stand, a number of different interfaces are necessary between these and the

CCRS. Either these are developed where necessary or hoteliers are compelled to limit

their choice to a narrower range of PMS to make use of the available interfaces.

3.3.4 Strategic Use of Information without an IT Strategy?

The need to adopt systems is pressing and many hotels will be obliged to use facilities

which they do not completely understand and will not be able to exploit fully.

There is evidence that in many hotels, facilities such as property management systems

were not implemented successfully because of limited understanding and little training
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(Gamble 1991). Awareness appears to be increasing and this situation is changing (De

Souza, 1994) but widespread implementation of IT strategies throughout the industry is

unlikely to happen quickly.

Integrated systems which automatically makes the appropriate level of information

available on a timely basis to those who require it within an organisation provide an

example of effective IT. The delivery of such a facility requires good planning and

generally results from a well implemented IT strategy. However, it is not even necessary

to use a computer system directly to obtain and make use of information for strategic

purposes. This may not be very satisfactory but it does seem to be practised by many

users of distribution systems. In this case, IT can be seen to be divided into two distinct

functional areas, namely management systems and distribution services.

While management systems in hotels generally depend on trained staff to maintain data,

run reports and interpret results, reservation and distribution services may be used

indirectly and can contribute to hotel strategic planning regardless of the use of IT. The

maintenance of inventory and transfer of bookings can be undertaken by third parties

while the rewards of using a distribution service to support strategies such as

development of new or niche markets can be enjoyed by the property regardless of the

use of IT in house. This enables a consumer to use the technology to assess the

property in an initial criteria based search, which Teare (1991) suggests is an important

consideration, but does not involve the hotel in system operation. In such a case,

strategic use of IT is not dependent on having an IT strategy.

3.4 Summary

There are a number of ways in which the use of systems can impact on the planning

and management of businesses. The most appropriate model for analysis and

investigation depends on the nature of the industry.

Systems may contribute to strategy; the need to gain access to systems may dictate a

strategy.

An IT strategy is not a prerequisite for a business wishing to make strategic use of

information or of IT.
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3.5 Conclusions

The widespread absence of IT strategy in hotels is not seen as an impediment to this

research since the work does not seek to investigate technology strategy but rather the

use of information from distribution systems in general business planning.

Specific strategies may require the use of specific information systems which are of little

relevance to the industry as a whole. The use of a basic model of generic strategies

and competitive forces as the foundation for primary research will enable investigation of

the influence of IT across a broad range of operations.
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4. Research into Distribution System Use and Influence

4.1 Introduction

The widespread use of global distribution systems by travel agents has resulted in

demand for access to a wide range of services. The continuing uptake and

development of the systems has implications for many sectors of tourism, travel and

leisure.

GDS were originally designed to store and maintain airline inventory information and for

many years travel agents have used the systems to make airline bookings. As

dependence on the systems increases, GDS companies must guarantee that the

capacity and reliability of the physical networks and systems are equal to the task. Fare

databases have grown in size to cater for demand and network capacity has had to

increase to in line with traffic volumes.

The systems exist primarily to provide travellers and their agents with rapid, easy access

to reliable information about travel, accommodation and related services. The range of

services made available to agents has also been broadened with the passage of time as

travel agents request GDS operators to make the most useful and appropriate products

and services available through their systems. Travel agents' requirements led to the

inclusion of facilities for hotel booking and car hire. The adaptation of airline systems to

accommodate these has resulted in difficulties.

The problems presented by the use of GDS for hotel reservations have been described

previously. The structure of hotel ownership in the UK and the nature of many

properties compound the difficulties. GDS operators must ensure that theft systems are

able to describe the wide range of properties adequately and accurately. In turn,

hoteliers who choose to use GDS must understand the systems and learn how to make

the most cost effective use of the facilities available through them.

Another difficulty is caused by the inability of many small, non-affiliated hotels to

guarantee the required minimum number of bookings necessary for membership of the

major GDS. This gives rise to a complex situation involving intermediaries and other
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third parties. While these offer various routes to market as well as ancillary services and

facilities, the costs and benefits associated with the various channels are not always

obvious. However, there is a lack of impartial information available to hoteliers wishing

to understand these consequences.

4.2 Rationale

The limited amount of literature which deals with GDS tends to concentrate on the use

of systems from the perspective of the travel agent or airline. This is perhaps natural

given the origin of these systems but developments over the last few years have

extended their scope considerably.

Published material which deals specifically with the use of GDS in the UK tends to

concentrate on the battle between the operators to attract travel agent subscribers.

However, the service providers or "associates" are seldom the subject of interest. As a

result, information about the use of global distribution systems by hotels in the UK is not

generally available. In the absence of such material, an investigation of this subject is

seen as worthwhile for several reasons.

The first is that the use of GDS has had a dramatic effect on the way in which business

is conducted in the airline industry. The systems have the potential to alter the structure

of distribution channels and affiliation in other industries including hotels. Given the

relatively recent arrival of GDS in the UK, a study of their use serves as an examination

in its own right and as the basis for longitudinal research to observe the long term

uptake and influence of these systems.

GDS can be considered to provide the trunk routes for communication of booking

information. They form the backbone of a network which comprises many services,

each with its own specific function. In the hotel sector, there are many representation

companies and intermediaries which offer hotels a number of routes to the main GDS or

enable these to be bypassed altogether. This work classifies the component systems

and services of the network so that the role and position of each can be understood.

While this classification may be worthwhile in its own right, its usefulness is enhanced

through the development and application of a model. This aims to simplify the process
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of evaluating means of access to a distribution service and involves an appraisal of the

business needs for distribution and an assessment of the requirements which a system

must satisfy. The ways in which various services and systems can be combined to meet

needs and resources can then be considered in order to indicate a solution which is

affordable and supportable. The work also gives details of prerequisites for and

consequences arising from the use of specific services or systems.

The detailed study of the role of GDS conducted as part of this work is considered to be

of use to practitioners and students in this subject area. However, increased use of

GDS and advances in technology have the potential to alter the process of selecting and

booking hotel accommodation. The work therefore concludes with a consideration of

the overall implications for the UK hotel industry as a result of these developments. An

industry view of the present significance of systems and their future role and impact is

presented. This is intended to serve as an indication of how GDS or alternatives could

evolve and considers how developments might affect the UK hotel industry and its

customers.

4.3 Research Methodology

4.3. 1 Introduction

This research is intended to develop indirectly from existing studies of the role of

information technology in the tourism, travel and leisure industries.

The work is conducted within social science paradigms using the method of grounded

theory to generate a theoretical formulation of the reality under investigation. An overall

hypothesis, derived from known developments in the area, is used to guide the

research. The extent to which this can be considered to be accurate and reliable is then

investigated in light of research findings. In the absence of support for the initial theory,

explanation for deviation will be sought.

Research into Distribution System Use and Influence 	 55



4. 3. 2 Hypothesis

Background

The previous chapters have discussed the development of distribution systems from

their origins to their present influential position. The impact of GDS on the US airline

industry resulted in considerable changes with airlines being disadvantaged or put out of

business and others seeking to form strategic alliances with other airlines in order to

develop or gain access to reservation systems.

The increasing use of these systems is seen as causing polarisation of the hotel industry

(McGuffie 1990) between hotels which can afford to promote abroad and those which

cannot. Go (1992) sees this being accompanied by a rise in rates. Beaver (1992)

describes how SME hoteliers are disadvantaged relative to larger operators because

they lack access to electronic booking facilities. Lindsay (1992) talks of the danger of

large corporations dominating the reservation system industry to the detriment of smaller

operators.

The apparent consequence of these predictions is that the UK industry will become split

as independent hotels seek to join consortia in order to gain access to large scale

reservation facilities. Those which are not eligible or do not wish to become part of a

larger organisation can either make do with conventional selling methods and content

themselves with reduced level of business or make use of electronic means of

distribution such as DMS or GDS and be forced to raise their rates and risk losing

business as a consequence.

Statement of hypothesis

This research aims to test the hypothesis that the increased use of cornputerised

distribution systems will result in the restructuring of the UK hotel industry. Hoteliers

who wish to access these systems will be compelled to seek membership of strategic

alliances such as consortia or to develop commercial associations with companies in the

distribution chain. Those who decide not to seek representation will lose custom to
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competitors represented on systems and may need to concentrate on niche markets to

survive.

4.3.3 Overall Aims

The overall aims of this research are:

• to provide a detailed, comprehensive account of current and potential use and

influence of international reservations systems and their associated services within

the UK hotel industry;

• to identify the threats and opportunities presented by the increased use of these

systems;

• to produce a means of identifying the most appropriate distribution channels to

enable a business to react to the threats and opportunities.

The work comprises several related stages, the rationale behind each of these having

been outlined in the previous section. Each part of the work has an aim with associated

objectives and methods. The nature of the research progresses from an initial general

view to a series of more specific investigations with results from each stage used to

establish the content and direction of the next.

4.3.4 Overview of Research

The first stage of work took the form of a literature search with the aim of locating

material on the subjects of interest. The main part of this exercise was conducted over

a period of several months at the start of the research although searches were carried

out at regular intervals throughout the work.

Subsequent stages of the work used primary research to obtain detailed current

information. In the absence of available published material dealing with the subject, the

work required an initial survey to establish background information prior to setting the

direction for the main research. This involved a postal questionnaire to investigate

system use.
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As a result of the material obtained from the first survey, the focus of the work was

established more precisely and two further postal questionnaire surveys were

undertaken. These aimed to investigate more specific aspects of GDS use such as

reasons for use, the role of systems in the strategic planning of hotels, their contribution

to the operational management of properties, perceived or actual benefits and

drawbacks associated with system use and hotel industry attitudes towards the systems.

These surveys were followed by a series of structured interviews with representatives of

GDS operators or associated companies. This work gave a detailed insight into the

views which the "other side" hold about UK hotel use of GDS. It provided information

about the potential developments in this area and exposed a wide cross section of views

and predictions. Finally, a model was developed using information from the surveys.

This was tested in a series of discussion interviews in order to test the logic and ease of

operation and to refine it accordingly if necessary.

These stages are covered in detail in the following chapters.
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5. Secondary Research

5.1 Overview

Prior to embarking on primary research, it was necessary to be aware of existing work in

the area of interest. The method of locating and obtaining this material is now

described.

5.2 Aims

The secondary research aimed to expose published material in the field of interest in

order to guide the research. It also served to form the knowledge base on which the

following primary investigation would be founded.

5.3 Rationale

The initial purpose was to find any relevant published work which covered the general

subjects of global reservations systems, computer reservations systems and related

technology, particularly in the context of hotels. Through this exercise it was hoped to

disclose any research work which had already been done on this subject. This was

primarily intended to prevent duplication of existing research but it also served to identify

information gaps which would need to be filled before the research could progress

further.

The second object of this exercise was to gather material on the main topics or related

matters to enable a sound knowledge of the subject under investigation to be

established. This was necessary since a solid understanding was considered necessary

to ensure that the research progressed towards areas which were new and original but

were also relevant.
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5.4 Objectives

The aims associated with this stage of the work were achieved through meeting three

objectives, namely active, interactive and passive searching. These are defined as

follows:

• active searching: identifying possible sources of papers, articles, etc. and searching

these for relevant material;

• interactive searching: making contact with other researchers and discussing or

exchanging relevant material, useful sources of information and names of

researchers working in similar areas;

• passive searching: presenting papers at conferences in order to make other

researchers aware of the work and attract comment, criticism, suggestions and

information about the subject or related research.

5.5 Method

The literature review reported here concentrates on the search for material from which

the overall research direction was established. Throughout the search for material, the

aim has been to locate information about research into computer reservation systems in

general and in particular, the adoption of global distribution systems by hotels.

As the work progressed, the search was redirected to locate background material for

specific chapters or sections such as those on information technology or business

strategy. This is considered to be support reading so is not detailed in this section.

The establishment of contacts has by no means been confined to the academic world.

Key figures in the hotel and GDS industries were identified from journal articles for future

reference and possible involvement in this work.
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5.5.1 Active Searching

Active searching involved the use of a number of sources of material. Initial discussion

with department staff and the appropriate university subject librarian indicated several

possible sources of information.

Journals

Many travel trade, tourism, hospitality, technology and general business journals and

periodicals were searched for articles or papers. Articles which themselves contained

citations which were a useful source of new or supplementary material. Authors and

other possible sources were identified by this means and the hard copy search was

extended using this method.

Some journals publish an annual index of their articles for the last year or more. This

can be very useful since the alternative is to search every copy which in the case of a

weekly publication can be very time consuming. However, reading a publication cover to

cover or browsing through one can often lead to the chance discovery of articles which

the search of an index might not have revealed.

Catalogues of Journal Abstracts

Abstracting service publications were reviewed regularly. References to relevant

journals were found in "Articles in Hospitality and Tourism" and "HCIMA Bibliography".

These cover both British and American publications and are published quarterly and

monthly respectively.

Catalogues of Abstracts of Published Research Theses

The search for published theses focused on UK research. The main reason for this was

that the research topic was confined to the UK and it was unlikely that material on this

would have been conducted abroad. Secondly, any supplementary material resulting

from research published outside the UK, for example comparable studies focusing on

European or US industries, was likely to be located in the course of journal searches.
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A comprehensive, if not always up to date, source of information covering UK theses

was available in the form of the "Index to Theses". Regular inspection of this proved

useful. This publication contains abstracts of published PhD, MPhil and research MSc

degrees and yielded some useful material and general information. However, since in

some cases research is not published for up to several years after completion, the

absence of references to work in a similar area to that being investigated cannot be

taken as a guarantee that none exists.

On-line searching using DIALOG did give access to US theses but no directly relevant

material was found using this method.

Computer databases

CD-ROM

A particularly useful source of material was the ABI Inform service. The form used was

the CD-ROM version of an on-line abstracts database. ABI contains a considerable

number of abstracts and although the material is already several weeks out of date

when published in this form, this is a useful source of material for regular checking of a

subject.

On-line searches

DIALOG

On-line searching of databases held on computer was used at various stages

throughout the work. This made use of the DIALOG service which acts as a gateway to

a number of information services. However, there is no specific hotel and tourism

section under this service. The most fruitful source was the on-line equivalent of ABI

Inform. This offers early access to the same material that eventually appears on CD-

ROM.
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DIALOG Search Keywords

A short list of keywords was used in the on-line and CD-ROM searches. These are not

listed since the list was adapted according to the subject of interest and the number of

"hits" achieved.

Some search words yielded material covering a wide range of seemingly unrelated

topics. One search produced a wealth of information about American Indians as a result

of using the keyword "reservations" without "computer" as a qualifier. However,

successful combinations were soon identified and these resulted in rapid searching and

gave access to relevant information.

JANET/Internet/Usenet

A large number of academic sites can be accessed through JANET (Joint Academic

NETwork) and the Internet. USENET is a news group facility which serves special

interest groups in a wide range of subject areas.

The first two facilities provide a potential source of published research from the UK and

world-wide respectively. USENET offers subjective material through its discussion

based news groups.

Unfortunately regular searches failed to yield any useful material. Although these

sources do contain social science material, this did not extend to the subject covered by

this research. The computing and information technology material generally dealt with

the technology itself rather than its application.. However, as the popularity of these

services increases they may become useful as a source of information and a means of

publishing or discussing ideas.

5.5.2 Interactive Searching

There is regular liaison between universities conducting research in tourism and

hospitality and it proved to be easy to identify contacts for the interactive search.

Published research located during the active search indicated that meeting with several

members of staff at Strathclyde University could be useful and this proved to be the
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case. An amount of relevant material originated from this source as did a number of

other useful contacts and personal involvement in an undergraduate's final year project.

Contact with researchers who had completed work in this area was an invaluable source

of information, direction and reassurance. Discussions with those still in the process of

researching and writing provided useful material and contact names. However, perhaps

as important was the inspiration and moral support which a peer group can offer.

5.5.3 Passive Searching

The discipline of preparing a paper on a body of research in its early stages was

beneficial both for the work and for the author. However, finding an appropriate means

of publishing or presenting the work was not straightforward since the work was not at a

stage where it was suitable for publication in a journal. Even had it been, present lead

times of one year or more for publication in refereed journals are too long for this means

to be useful for publicising active research.

The first Council for Hospitality Management Education (CHME) research conference

proved to be useful since this was held several months after the start of this research

and accepted a paper on the work. Although this was only a very rough outline of the

broad aims, rationale and proposed methodology, the conference provided an

opportunity to air ideas, bring the interest in the subject to the attention of other

researchers and invite criticism or comment.

Subsequent conferences such as Napier University's annual internal research

conference and subsequent CHME conferences were useful for exposing the work to

criticism of methodology and for maintaining contacts with others involved in this subject

area.
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5.6 Results

5.6. 1 Overview

The three part search produced a wide cross section of material and helped to establish

many useful contacts.

While much of the published material was of limited academic merit, it did serve the

desired purpose of providing a foundation of background information on which to base

much of the primary research.

Meeting with other researchers indicated that no work was being conducted in the

specific area of interest covered by this research but that similar work had been or was

being undertaken in areas which were related or of interest. This information proved

useful and reassuring since it suggested that the research was not duplicating existing

work. It also indicated that there were other researchers with whom research problems

peculiar to this type of work or subject area could be discussed. Involvement in the

undergraduate research project provided the opportunity to contribute to and observe

the development of a Delphi study of the future use of airline computer reservations

systems. This proved useful both as a source of information and as an indication of

some of the problems associated with this methodology.

The narrow field covered by this work and the small number of researchers involved in

this area resulted in very little feedback at conferences. However, more general aspects

of the work attracted comment and this proved to be useful and encouraging.

5.6.2 Findin.qs

The literature search produced two main findings in line with its aims. The first of these

was that there appeared to be no work in progress in the specific area of interest which

the research proposed to investigate. The second was that despite the lack of active

research into this subject, there was a considerable amount of background information

which could be used to support and direct the work.
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The degree of interest shown by trade press and academics in the history and influence

of computer reservations systems (CRS) has developed in parallel with the systems

themselves. An interesting aspect of much work is that it catalogues the transition from

CRS to global distribution systems (GDS) and illustrates that CRS have evolved to meet

the demands of travel agents rather than the systems' airline owners. This is considered

to be a very significant factor in relation to this work.

Published Academic Research

It is acknowledged from the outset that theses are not the sole source of published

research material. Valid, academically rigorous work can be found in journals or in

conference proceedings. However, there are few refereed journals which focus on the

hospitality and tourism industries and publication lead times for these can be lengthy. It

was hoped that any recent work would be found in thesis form in the first instance

before papers derived from it were published in journals.

The amount of academic research conducted in the UK which deals with CRS either

directly or obliquely is very limited. The first research which investigates CRS use was

by Bennett (1990). This PhD study deals with CRS as one of the tools adopted by travel

agents as adoption of information technology became widespread in this industry. The

author refers to the problems associated with the intangible products which tour and

travel operators sell. The role of information to represent abstract commodities is

important throughout TT&L and is as important to hotels as to any other sector. The

importance of travel agents in the process of information management and

communication is discussed. This is again relevant to the hotel industry which does not

always appear to enjoy an easy relationship with travel agents.

The research findings indicate that different advantages from the use of IT accrue to

travel agencies according to their size, ownership and market profile. It also indicates

that although information technology may have helped to improve efficiency of the

businesses surveyed, it had not reduced costs. These results are in line with

expectations and experiences but would form an interesting base for comparison with

the hotel businesses which lies at the opposite end of the supply chain.
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Although published later, the work of Renshaw (1991) was conducted earlier on a part

time basis and therefore predates much of Bennett's research. This work, to MPhil

level, concentrates on travel agencies but considers their role in the selling process.

The risk of the elimination of agents from the selling process has become a common

topic in much CRS literature and debate. Although Renshaw's work covers this to an

extent, the reasons and alternatives proposed by the author are different from those

which lie behind recent predictions. This work is of interest for its description and

discussion of the push and pull effects of operators, agents and the buying public. This

has relevance in the study of what hotels decide to market and which methods they

employ to go about this. Had this work been conducted later, it might have been

another useful source of information about the role of CRS. As it is, it largely predates

the adoption of this technology in the UK so has limited impact.

Bennett's work refers to the research of Poon (1987). The latter analyses the

competitiveness survival of tourism in a specific destination and considers factors which

influence this. Poon identifies information as the cement of the tourism industry and

describes the use of IT in this industry as unavoidable. The use of computer systems

for representation is discussed with regard to associated financial costs and also the

loss of some human contact as a result of the intervention of technology. These issues

are as valid for a hotel considering the use of a representation service as they are for a

tourist destination. However, the work is again rather old since many of the issues

associated with the use of GDS throughout TT&L had still to be identified. One of the

most important of these for hotels appears to be the implications for staff training and

recruitment.

Another piece of published research which was considered to be of relevance was the

work of Whitaker (1992) which deals with the effect of IT in hospitality. The work

considers the implications which the use of technology has in terms of the type of

employees which are now required and also considers the effect of IT on the level of

staffing. The work is based on research carried out in the middle 1980s and as such the

influence of systems such as GDS is negligible. However, it does reveal interesting

managerial attitudes to empowerment and the role which IT has in enabling or

preventing this. It also raises a number of issues about the need for strategy when

defining requirements for implementing and managing IT. Although initially this work

appears to be out of date, many of the problems which it identifies persist and still

present obstacles to the effective use of IT in the hotel industry.
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The work of Maines (1994) builds on this although its scope is limited to the use of IT in

independent hotels and the work was conducted solely in Wales. Its results prove that a

large sample can be obtained even with the hospitality industry. The work also throws

more light on the important issue of how hoteliers view technology.

Books

The nature of this subject area is such that by the time material appears in printed form

in a book, it is out of date. Some historical information is to be found in texts such as

Holloway (1990) and Braham (1988) where respective accounts of Thomson Holidays'

and Hilton International Hotels' use of technology offer background material. This

serves as an indication of how the hospitality industry and its use of systems have

changed with the passage of time. Publications by Renshaw (1992) and lnkpen (1994)

partly address the lack of available material. The former gives a general view of

developments affecting travel agencies. The latter provides a more detailed account of

IT in tourism and travel agency. This includes comprehensive information about airline

reservation systems and their evolution into GDS but offers little coverage of their

increasing role in the hotel sector. Poon (1993) touches on the hotel applications of IT

but again this book lacks the depth of study necessary for the material to be of benefit to

this work. Bennett and Radburn (1991) focus on the contribution of technology to the

tourism product but again the hotel sector is not covered.

The similarity between the authors listed under published research and those who have

contributed to the few recent books on this subject is striking. The material which

appears in books tends to be a distilled form of the original research so offers little new

information to add to the original work.

Material from Journals

The usefulness of the material located during this search varies according to its source

and age, the main influence on its worth appears to be the intended readership of the

publication in which it appeared. Given that a major aim of this exercise was to acquire

a sound knowledge of the origins and influences of CRS in their various stages of

development, some older material has an important role to play in establishing
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foundations for this. Conversely, some recent instructional or commissioned

consultancy work did not include any original research and therefore contributed so little

that it was not included.

As a result, not all relevant material from journals located during the search is included

in the following review. Many news articles are referenced in the course of other

chapters since they give colour and lend support to accounts of developments but their

inclusion at this stage is not considered to be appropriate. Since part of the work is

specifically devoted to the evolution of systems, historical information is referenced in

these where relevant.

Material about CRS and GDS from US authors is more abundant than that from the UK.

This is to be expected given that the origins of CRS lie in the US and the travel trade

and related services have had longer exposure to the various effects of the systems.

The subject of the influence of GDS on the hotel trade appears to have generated little

material in journals to date. There is a large amount of general background information

dealing with the influence of GDS in the US (Boberg & Collison 1985, Feldman 1987,

Wardell 1987 Feldman 1988, Fockler 1991, Truitt et al. 1991) but this deals specifically

with airlines.

Collier (1989) takes a broad view of GDS developments world-wide, recognising that the

systems had created an industry in their own right which could revolutionise many

aspects of hospitality marketing and distribution. Reference is made to the facilities

available for hotels but unfortunately, the UK initiatives which he mentions, namely

HiLine and Bravo, were doomed to fail before they could take advantage of the

opportunities offered by the systems.

Hickey (1988) provides an useful view of the state of hotel reservation systems in the

late 1980s and considers the emerging role of CRS or GDS in the distribution process.

There is surprisingly little difference between many of the issues raised and predictions

made in this article and those found in much more recent work.

McGuffie (1990a, 1990b, 1994) presents a comprehensive description of GDS influence

on the hotel sector. The first two papers discuss many of the considerations and

concerns facing hotel management when considering making use of GDS. Part of this
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work deals with the travel agent's role in the hotel booking process and describes the

lack of trust which hampers the acceptance of GDS. The way in which systems

accommodate and represent hotels is described. The emerging role of representation

services and the need for consortium membership in order to access GDS are also dealt

with. Much of this work is speculative and there appears to have been little research

involving individual hotels to support the author's contentions about how independent

hotels will tackle the subject of GDS representation. The third paper offers a review of

developments in the intervening period. It discusses the pressures which are behind the

increased use of systems, examines how hotel operators can approach the use of

systems and looks at how the increased use of GDS or alternative channels might affect

hotels and the distribution services. The paper is of interest because its line of inquiry

fits with the aims and interests of this research. However, McGuffie's work appears to

lack primary research which would add depth to the work and substantiate the claims of

its author.

UK material tends to concentrate on GDS from the perspective of the end users, i.e. the

travel agents. Hitchins (1991) looks at how the use of GDS by leisure travel agencies

could increase to meet the demands of holiday makers opting to create their own

itineraries. The article mentions the then recent developments necessary to allow the

originally airline systems to accommodate the very different requirements associated

with representing hotels. However, it does not give details of the shortcomings

associated with early hotel booking facilities.

Material about travel and tourism information networks was sought as part of this

research. However, while the role of these in hotel marketing is mentioned in several

articles, the material tends to be reporting new developments rather than research

results or information relevant to this work. Material on the failed Bravo and HiLine

ventures (BHR 1991, Vlitos-Rowe 1992, TTG 1991, 1992a, 1992b, Morton 1992,

Pringle 1994) reports the intentions behind the systems and gives reasons for their

failure. This has proved useful when considering how a successful system of this kind

might contribute to the independent hotel industry.
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5.7 Conclusions

The use of GDS by the UK hotel industry is still at a relatively early stage but the

potential for the application of this technology appears to be considerable. The

integration of hotel property management systems with GDS offers potential benefits to

hotels and most of the preceding articles make reference to this.

However, the limited work on this subject does not investigate the consequences which

the adoption of technology might have for the UK hotel industry. In light of the effect

which CRS and GDS have on the airline industry world-wide, it appears that the wider

adoption of these or similar systems by the hotel sector might not only change the

methods by which hotels sell rooms but could alter the structure of this industry in the

UK.

The lack of detailed work on this subject invites a thorough investigation of the present

and potential role of GDS if the implications associated with the adoption of this

technology are to be understood. The resulting study would provide useful material for

education and industry alike as well forming the first part of a longitudinal study into this

subject.

5.8 Summary

In summary, the literature search found very little published research in the area of

interest. However, the limited research into technology in tourism, travel and leisure has

given a useful account of methodology and much of the material from trade press and

journals has provided useful background information.

The absence of published research material is seen as a symptom of the relatively

recent use of GDS by the hotel sector while the general coverage in this subject by the

press is an indication that there is considerable interest and potential for useful work in

this area.
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6. Primary Research: First Stage

6.1 Overview

This research aimed to examine a wide range of topics with its focus becoming more

specific as the work progressed. Since the depth of examination and subject area under

investigation would change as a result, a series of surveys was preferred to a single

large scale investigation. The latter would have allowed a large volume of information to

be collected in one pass. However, it was considered that the inclusion of all necessary

questions would have resulted in a document which would have been too wide ranging

in its content and so physically bulky that recipients could be deterred from completing it.

6.2 Aim

With the outline plan for primary research decided, the aim of the first stage was to

obtain information about general use of GDS and related systems within the UK hotel

industry.

6.3 Rationale

Little work had been conducted on the use of computer systems in the reservation

process in UK hotels prior to this research. As a consequence, the first stage of the

primary research was intended to obtain a cross section view of use and interest. The

results of this were to be used to assess the need to continue research into this subject

and to direct subsequent stages of work if necessary.

6.4 Objectives

There were several objectives associated with this aim, namely:

• to compile a database of UK hotels for inclusion in the investigation;

• to identify the most appropriate method of conducting the survey;
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• to select a representative sample of hotels to include in the research;

• to analyse the responses and draw conclusions and plans for further work from the

results.

6.5 Method

The use of a large scale questionnaire appeared to be the most appropriate method of

obtaining information at this stage of the research. However, there are difficulties

inherent in this kind of survey (Moser and Kelton 1989). In this case, the main

drawbacks associated with this method arise from the difficulty in designing a document

which adequately investigates a complex subject area while remaining comprehensible,

and the impossibility of ensuring that the questionnaire was completed by intended

recipient. These factors had to be considered when designing the survey document and

when analysing the responses.

6.5.1 Database Compilation

The initial objective was to obtain details of a sufficient number of hotels which could be

approached for inclusion in the survey. It was important to ensure that this information

contained enough detail to allow categorisation of properties to be undertaken for

stratified samples to be chosen if necessary.

It was hoped that contacts within the travel trade or hotel systems industry could provide

a ready made database in a format which was suitable for use in this research.

However, this was not possible so the collection and cataloguing of the information had

to be undertaken as part of the work.

It was decided to hold the information in a computer database which was developed

using Microsoft Access. This software provided powerful analysis, management and

reporting facilities in its own right and data from it could be accessed easily for further

processing using Microsoft Excel which had been chosen as the preferred spreadsheet.
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Sample Frame

The main source of hotel information was a copy of the Hotel and Travel Index (HTI)

ABC International Edition guide provided by a travel agency. Because this guide was

considered to be targeted more at business travellers, it was considered necessary to

add more hotels from the leisure sector. Supplementary sources were used for this: the

Scottish Tourist Board's "Scotland Short Break Holidays" brochure and "Hotels and

Guest Houses" guide; the English Tourist Board's "Hotels and Guest Houses" guide and

"Let's Go" brochure and the Wales Tourist Board's "Holidays and Short Breaks" guide.

The sample was restricted to properties located in mainland UK. The reason for this is

that, according to information obtained through personal communication with the

Northern Ireland Tourist Board, the majority of visits to Northern Ireland are for the

purpose of visiting friends and relatives (VFR) rather than by inbound tourists. The

reduction in tourist numbers is considered to be a direct result of the troubles. The

resulting visitor profile was considered likely to cause significant distortion of results so

properties from this country were excluded.

The precise number of hotels in the UK varies according to the method of classification

and collection. Recent figures from Slattery (1992) indicate that anything in the range of

12000 to 17000 establishments could be classed as hotels. In order to achieve a

representative sample, it was decided that the database should contain information

about at least 10% of these properties. This would have given a total of approximately

1500 records. In the event, entering details of every second property in the UK section

of the HTI guide plus every second property from the other guides, omitting duplicates,

produced a database of 1873 records.

It is acknowledged that the Scottish Tourist Board was a potential source of detailed

information about hotels. However, given that this is sold in the form of a guide, it was

considered unlikely that this material would be made freely available so this line of

inquiry was not pursued.

Sample Frame Errors

The sample frame of 1873 hotels is smaller than would have been preferred since it

represents only 10% of the total population. As a consequence it is probable that
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certain property profiles will be missing altogether and therefore any analysis of

responses by type of property is unlikely to be totally accurate.

The use of tourist board publications is likely to result in clustering of properties. The

guides concentrate on leisure hotels which, while offering a range of accommodation,

are inevitably concentrated in a specific sector of the market.

The age of the source documents used to compile the sample also give rise to errors

since some properties had gone out of business between the time of publication and the

survey taking place. Duplicate entries were also discovered in two cases where hotels

had changed name but appeared in one guide under the old name and in another under

the new name.

Some properties included in the sample frame may have been listed as hotels but may

actually be operated as pubs or restaurants which have accommodation that is generally

not let. The inclusion of these foreign elements in the frame decreases the total number

of properties which meet the sampling criteria so further reduces the actual sample

frame size.

The use of a single, general, recent source of UK wide property information would be

the preferred method of obtaining the original sample frame for this research.

6.5.2 Survey Method

Once it became obvious that sufficient information could be obtained for a hotel

database to be compiled and used for an initial survey, the next important decision was

the survey method. The most important consideration at this stage was the sample size

since this would largely determine the methods which were viable.

Although there were over 1800 hotels in the database, it was decided that the initial

sample would be limited to 500. There were several reasons for this decision. The

practical constraints of time and cost were a consideration. Secondly, it was proposed

to conduct more than one survey in the course of the research, preferably without

contacting any property more than once. Finally, many of the questions would be on a

subject which was considered fairly technical. Although any questionnaire would be
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reviewed through the use of a pilot survey, the response to the main mailing might be

very poor as a result of the nature of the content, requiring significant revision. In this

case, it was considered to be preferable to send the revised document to properties

where respondents had not been involved in the initial survey. This sample size would

allow several surveys to be conducted if necessary without having to find and enter

more hotel details in the database.

The use of a postal questionnaire was virtually dictated by the sample size. The

alternative methods which were considered were a telephone survey or a survey

conducted in conjunction with a trade publication. The former was rejected on the

grounds that it would be very costly. It could also prove difficult to make contact with the

most suitable person and was likely to prove too time consuming for both parties. It was

also inappropriate for a survey of this nature, since some of the material requested in

the survey might not be immediately available. It was also considered unreasonable to

expect somebody answering the phone to give up their time immediately yet impractical

to try to arrange a return call at a time when the survey could be conducted in peace. A

postal questionnaire could be completed when both time and information were available

and although sent to the general manager of all properties, could be directed by them to

the appropriate person within a hotel. A pre paid return envelope was included to

encourage response but there were no incentives offered for returned survey

documents.

Survey Content

The limitations of postal questionnaires are discussed at length in many books on social

science research. Moser and KaIton (1989) give a detailed consideration of the benefits

and pitfalls of this method, listing many effects and discrepancies which they suggest

should be taken in to account.

The questions were designed to offer a limited number of possible responses so that a

degree of statistical analysis could be carried out. However, although the use of open

questions was considered to be inappropriate for much of the subject matter,

respondents were given an opportunity to comment where it was considered that

subjective material could offer support or explanation for an answer.
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This survey aimed to investigate the extent of use and understanding of global

distribution systems within the UK hotel industry. However, as part of this, it was

decided to conduct an investigation of the general use of computer systems in the

reservation process.

The questions in the survey were designed to establish the size, ownership and market

of the respondent. This would allow a profile of system users against hotel

characteristics to be established and enable the cross section of respondent hotels to be

compared with the profile obtained by Slattery (1992) in order to check that the sample

was representative.

Subsequent questions were designed to investigate general use of systems, use of

guest information and the role of systems in the booking process. The source of

bookings and hoteliers' perceived need for use of global facilities was then investigated

and use of or attitudes to emerging technology were examined. Finally, respondents

were requested to add their comments on the subject of reservation systems. They

were also asked if they would be willing to participate in further related research and if

they were interested in obtaining a copy of the research findings.

A copy of the survey document can be found in Appendix B. The range of topics

covered was wide but this was necessary to provide a background for further research.

The degree of interest shown in the research results was considered to be a very loose

method of gauging general interest in this topic.

6.5.3 Sample Selection

It was decided that a cross section of the hotels in the database should be used for the

initial survey since this aimed to investigate use and attitudes throughout the UK

industry. The sample size had already been decided upon so a method was sought to

select a random sample.

While computers provide an excellent means of ordering and sorting data, they are not

capable of generating truly random numbers. For this reason, an algorithm was

designed based on the method used by computers to represent characters and digits

numerically, known as the ASCII code. The phone number, post code and hotel name
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were combined through addition and multiplication to produce a number for each hotel.

The first 500 hotels listed when sorted using this number in ascending order were

chosen to be the target of the first survey.

6.5.4 Conducting the Survey

The survey was addressed to the general manager of each property in the hope that

ideally they would complete it personally or pass it to an appropriate member of staff.

Pilot Survey

The questionnaire included questions which were intended to be understood by hotel

managers or staff with access to information but very limited knowledge or

understanding of systems. It was more important that its aims should be intelligible and

that its content and layout should not be intimidating. Rather than send the pilot to a

large number of hotels, it was given to department staff, students, guest speakers from

the hotel industry and two local hoteliers.

The general response was favourable and the questions were deemed to require only

minor alteration. However, revisions were made to the layout and the number of pages

was increased. This allowed the same questions to be included but without

overwhelming the reader by having too many on any page. The final document still

contained large amounts of text but this was accepted as being inevitable. The

response rate suggests that the survey would have benefited from a more critical

appraisal of the document at this stage.

Questionnaire Coding

In order to conduct a follow-up in case of a poor response, the questionnaires were

coded. This also allowed information about hotel size and ownership to be obtained for

incomplete questionnaires.
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The key was concealed in the return address printed on a label attached to each

questionnaire and matched the address printed on each envelope. This code was

based on the sequence number of the 500 hotels.

While this required matching the questionnaire documents and return envelopes to the

appropriate outgoing mailing labels, this appeared to be no more time consuming than

the process of manually stamping and recording undertaken by others involved in similar

work.

6.5.5 Response

Size of target group

The questionnaire was sent to 500 hotels in early June 1993. At the end of four weeks,

100 responses had been received and a telephone follow up was conducted. This

proved to be very time consuming and was abandoned after contact with 20 hotels had

resulted in no direct responses. A further 21 replies were received by late July, none of

these as a result of the follow up calls. Six of the 121 were void, reducing the sample

size to 494.

In light of the possible distortion caused by the high percentage of non-respondents, it is

now considered that a more useful follow up method could have been employed. This

would have involved a telephone survey using a simple series of questions which were

primarily designed to establish the reason for non-response so that the bias resulting

from this could be estimated.

Weighting of results

All responses are given equal weighting. No attempt has been made to compensate in

the case of replies from more than one property in a hotel group. The influence of

larger operations is considered to be such that the resulting weighting is representative

of the situation in industry. It would also be difficult to decide which replies to keep and

which to eliminate.
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6.6 Survey Results and Analysis

6.6.1 Methods of Analysis

The results from the 115 responses are now presented. Statistical analysis is based on

the number of properties in a cell. Room count is not considered appropriate except

where this is explicitly used to analyse the responses.

6.6.2 Comments on Results and Analysis

The response of 23% is considered to be adequate for the purposes of this work which

aims to provide results which indicate trends throughout the industry rather than analyse

behaviour patterns within particular sectors.

Non-response errors

The high percentage of non-respondents does impose considerable limitations on the

interpretation of the responses. There are considered to be two main reasons for the

low response rate and both have a specific influence on the results.

Questionnaire format and content

The type of information which the survey requested was related to a subject which

seems to be daunting even to the hoteliers who replied. Also, in order to cover the

range of topics which the survey wished to address, it was necessary for the

questionnaire to be large. It may be that the survey document itself proved to be

intimidating to many respondents. In this case, the non-respondent group could contain

individuals with a wide spectrum of views and experience of distribution systems so the

non-response bias is hard to evaluate.
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Recipient interest in subject

The subject matter of the survey is recognised as being of limited interest to many

hoteliers. As a result, it is likely that a number of recipients would not have taken the

time to fill in a questionnaire about something in which they had no interest or which

they felt was irrelevant. The bias arising from non-responses could be considerable

because of the probable marked polarisation of respondent and non-respondent groups.

It is possible that most responses came from hoteliers who are interested in the

systems. These respondents may have a favourable view of, and possibly even an

active interest in, making use of distribution systems. If the responses are interpreted as

being indicative of the attitudes prevailing throughout the whole industry, it would

suggest that a high percentage of businesses are interested or involved in the use

systems. However, if the reason for non-response was a lack of interest, the opposite

interpretation would be more accurate. In this case, it is the latter interpretation which is

considered to be more likely to be accurate. As a result, any interpretation of results

must allow for the distortion caused by the probable difference between respondent and

non-respondent profiles.

6.7 Survey Topics

6.7. 1 Hotel Particulars and Affiliation

This section contained questions to establish a profile of the respondents. It

investigated property size and ownership/affiliation.

Results

All respondents completed this section. The 115 hotels which replied were divided into

4 categories: private unaffiliated, private affiliated, group owned and other. The hotels

which classed themselves as "other" were actually consortium members. The size and

ownership figures are given in the following table.
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Rooms
Unaffiliated Consortium

member
Other Group owned Total

Less than 10 6 0 0 0 6
10 - 24 21 14 0 0 35
25 - 49 10 10 3 5 28
50 - 99 10 5 0 12 27
100 - 199 0 5 0 7 12
200 - 499 0 0 0 5 5
500 - 1000 0 0 0 2 2
Total 47 34 3 31 115

Figure 6-1

Analysis

Of the 115 responses, 90(78%) were from properties in the 10-100 room range and

73% were from hotels which were privately owned or consortium members. The profile

of property sizes is in line with the general composition of the UK hotel market as

illustrated in Figure 6-2. It also establishes that the majority of questionnaire responses

have come from the sector which was felt to be most likely to be of interest in

subsequent research. UK figures are come from Slattery (1992) which uses the results

of a Kleinwort Benson size and ownership analysis of the UK hotel market. There is

good general agreement among the total sample frame, survey sample frame and

survey response profiles and these match the UK profile acceptably.
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Figure 6-2

6.7.2 Hotel Market and Guest Origin

Hotels were asked to provide details of how their 1992 room nights were split between

business and leisure guests and to indicate the percentage of their guests from the UK

and from overseas.

Results

The responses were divided into three groups: those with greater than 65% business

guests are classed as business, those with greater than 65% leisure guests are classed

as leisure and those with business and leisure between 35% and 65% are classed as

50/50. The same method of classification is used to analysis of origin of guests.

>65% Business >65% Leisure 35% - 65% Don't Know
34 (30%) 28 (24%) 36 (31%) 17 (15%)

Figure 6-3
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>65% UK >65% Overseas 35% - 65% Don't Know
70 (61%) 8 (7%) 13 (12%) 23 (20%)

Figure 6-4

Analysis

The data obtained from this question is not particularly useful in its own right. However,

when it is combined with the data from other questions it allows more accurate grouping

and analysis to be performed.

6.7.3 Computer System Use

The next section dealt with the use of specified generic types of computer systems in

the reservation process.

Results

The question was answered by all 115 respondents.

Analysis

The percentage use figures for the different types of system are meaningless if taken as

a blanket figure. However, further analysis by size and ownership is more revealing.

The results follow a pattern according to size and ownership of the property. The most

useful way of depicting these results is in a chart, included as Figure 6-5 .
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Computer Reservations System Use

Size of hotel (rooms)

Ctl No com puter in use	 p System in hotel	 0 Access to remote systems I

Figure 6-5

This indicates that the use and ownership of computer systems in the reservations

process increases with property size, as might be expected. No hotels with fewer than

10 rooms had access to computers; all properties with 100 or more rooms had access.

Use by ownership also followed a predictable pattern with 25% of unaffiliated hotels,

68% of consortium members, including the hotels classed as "Others", and 93% of

group hotels having access to systems or having a computer reservation system on the

premises. This is illustrated in Figure 6-6.
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Figure 6-6

6.7.4 Access to Other Reservation Systems

This question was intended to investigate the use of external systems such as those

operated by travel or hotel agents or by a consortium. It also asked whether this gave

access to a global distribution system.

Results

The response to this question was good but the results which it yielded were not

enlightening. Cross tabulating the results of both parts of this question produced the

table shown in Figure 6-7:

No Computer Remote System System in Hotel

No Connections 40 6 43
Linked to Agency 1 1 9
Linked to GDS - - 6

_	 No Answer 7 1 1

Figure 6-7
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Analysis

The results tabulated above indicate that a small percentage (15%) of the respondent

hotels had connections to third party reservation systems. The hotel which indicated

that it had no system on the premises but had a link to an agency possibly has a

connection to Utell via a dedicated terminal which serves to provide a print-out of

bookings.

Hotels with links to other systems did not provide information about the operators of the

facilities nor about the nature of the links and the technology used to implement them so

it may be that several of the respondents use a Utell terminal or similar device and

consider this to be a link between systems. It is proposed that these details will be

investigated in future work.

The results indicated that medium sized hotels were the main users of external systems.

Of the 92 hotels which could be categorised as business or leisure, eight business

hotels used GDS or agency systems compared with four leisure hotels and five "50/50"

properties. Although the numbers being dealt with here are too small to allow trends to

be identified, this pattern of use is in line with the target market of these systems.

The size of hotel using external systems ranged between 25 and 49 rooms to 500-999

rooms. Only 4 of the 16 hotels using these systems had over 200 rooms. This may be

because most of theses were group owned and had access to central facilities which in

turn were connected to outside systems. Again, lack of information prevents this from

being confirmed at present. The only hotel with access to remote computing facilities

which also used third party external systems was a consortium member so this helps to

support the theory about group hotels.

6.7.5 Viewdata

The question introduced viewdata and investigated the use which hotels made of this

technology for promotion and reservations.
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Results

Own
System

Travel
Agent

System

Indep
System

Don't
Know

None No
Answer

Unaffiliated - 1 1 6 22 17
Consortium Member 1 2 - 14 8 10

Group owned 6 1 - 9 6 9
Total 7 4 1 29 36 38

Figure 6-8

Only 12 out of the 115 respondents had access to a viewdata system and were aware of

the details of the system in use.

Analysis

While the above table indicates a low percentage use (10%), some of the 29 "don't

know" responses may have been from hotels which unknowingly made use of a

viewdata system. This uncertainty is likely to arise when the questionnaire is completed

by somebody who may not have a complete knowledge of the facilities available to the

hotel. Although the number of respondents with viewdata facilities is small, this does not

detract from the usefulness of the information obtained from this question.

The establishments which did make use of viewdata were from each of the ownership

types and ranged in size from 10-24 rooms to 200-499 rooms. Five of the properties

using viewdata fewer than 100 rooms. This spread of users is interesting since it

indicates that viewdata is not the preserve of hotels which are large and/or group

owned. This suggests that some of the viewdata systems offer attractive facilities at a

price which makes their use viable.

Utell has seen the need to expand it range of outlets through use of this technology

(Hyde 1992) while Best Western's recognition of the need to establish travel agent

racking was reported recently (Cla yey 1993). Viewdata was considered to be the most

effective way to achieve this. A BW hotel which replied to the questionnaire indicated

that it had viewdata access through the consortium, an indication of how quickly plans to

adopt systems can be implemented.
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Two of the smaller hotels had access to viewdata through participation in Golden Rail

and SuperBreaks schemes while the remainder were via travel agent systems or central

group facilities.

Many of the hotels which returned questionnaires were listed in the ABC/HTI. ABC

offers many hotels on its EasyRes viewdata service which is available to travel agents

and many of the respondents may be indirectly accessible through viewdata without

realising that this is the case.

6.7.6 Use of External Systems

This question was intended to investigate the reasons why hotels do not use external

reservations systems and to consider the possible incentives which would induce them

to do so. Throughout this survey, the expression CRS is considered to refer to both

computerised central reservations systems and global distribution systems.

Results

The most significant statistic which the responses to this question provided was the

number of "No Opinion" replies. This may be because the question was explained or

asked badly or may represent a lack of interest in systems. Omitting these results and

combining the "Agree Strongly" with the "Agree" results and the "Disagree Strongly" with

the "Disagree" results yields the following table.

Reasons for not using: Disagree Agree .
Never considered using a CRS 24 25
Costs outweigh benefits 18 23
Systems require too much staff time 26 18
Systems on offer are not appropriate for hotel 22 23
Other reason for not using - 3

Figure 6-9
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Incentives to start using: Disagree Agree
CRS operators decrease charges 11 29
Hotel's competition starts to use CRS 16 30
Systems become easier, less time consuming 10 33
Inventory maintenance less demanding 12 22
Data entry reduced by improved system links 10 23
Automation of commission payment to agents etc. 12 23
CRS enables hotel to move into new market 5 40
Other incentives -

Figure 6-10

Analysis

The poor response means that results obtained from analysis of the replies can not be

used with any degree of confidence. This makes it difficult to identify particular factors

seen as important by the various size and ownership groups considering the use of

CRS. However, the responses to this question were analysed in the hope of identifying

the factors which hoteliers considered to be important.

The responses to part a) were almost evenly divided between those who agreed and

those who disagreed with the statements. Very little can be deduced from this. Only

three respondents offered "other reasons": two stated that their business was too small

to benefit from the use of CRS while the other cited two unsuccessful ventures involving

CRS companies as a reason for not wishing to use external systems.

The response to the "incentives" listed in part b) showed strong agreement with all of the

suggestions. This seems to indicate that hoteliers might be more willing to use external

systems if these were correctly tailored to meet their requirements.

Increased ease of use, a requirement to keep up with competitors who adopt GDS, and

the ability to access different markets were the most powerful reasons to prompt

hoteliers to adopt CRS. This suggests that hotels are most interested in the tangible

benefits to be derived from the use of CRS and are concerned about the demands

made on staff time by the need for lengthy training and time consuming maintenance.

Therefore, simply reducing the price of using a CRS may not be sufficient to attract

custom if the system is not perceived as being a means of increasing business.
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The ability to reach new markets appears to be seen as the main incentive for using a

GDS. However, it is unclear whether the respondents wanted to move into new markets

yet felt that present systems were inappropriate or whether the systems on offer were

considered to be adequate but were not being used because hotels did not wish to

embark on new ventures at present.

The responses from consortium members indicated that they had perhaps given more

consideration to this matter than had independent hotels. The general impression was

that consortium members had considered using CRS and would not necessarily be

deterred by the possible drawbacks listed in part a). This is perhaps not surprising since

members of a consortium may be able to split the cost of shared facilities such as a

central reservation office, a link to a GDS or a combination of both. The training and

support overheads can be spread across member hotels and the collective experience

of group members made use of to reduce the burden on individual properties. These

factors can help to reduce the expense entailed in gaining access to systems and can

help to make the use of this technology less daunting than it would be for independent

hotels.

While this question provided some interesting results, it is difficult to ascertain the extent

to which the replies truly represent the feelings of the respondents. A question which

invites opinion on a limited range of statements may leave some glaring gaps or may put

words into the respondents mouths. Although there is an opportunity for respondents to

add their own comments, this may be overlooked.

In summary, the fact that a response shows strong agreement with a particular

suggestion should not be taken an indication of industry opinion. It may be that UK

hotels actually have very little interest in CRS but that respondents found little difficulty

in agreeing or disagreeing with simple questions on the subject. In some cases the

reply may be an immediate response rather than a considered opinion. The views of

respondents may not reflect the ideas or policy of the group or even the hotel on whose

behalf they replied.
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6.7.7 Sources of Bookings

Hotels were asked to supply details of the percentage of their bookings from specified

sources.

Results

96 of the 115 respondents supplied details of their booking sources. Of these, 25%

indicated that direct bookings accounted for more than 90% of their business while 57%

indicated that more than 60% of their business came this way. In general, the smaller

the hotel, the higher the percentage of bookings which were direct. The mean for direct

bookings for all respondents was 67%. The next most common source of bookings for

most hotels was agencies via phone, fax or telex (PET) at 14%, followed by group or

consortium via PFT at 8% then travel agency bookings at 5%. The percentage of direct

bookings from agencies or groups was very low with a composite share of 3.5%. Other

sources, generally unspecified, accounted for the remaining 2.5%.

Hotels with fewer than 10 rooms did not follow the above pattern. This group received

over 85% of bookings direct while tourist information centres were the next most

common source (12.5%) followed by agency bookings at just over 1%. The percentage

from other sources was negligible.

Both business and leisure hotels indicated a high percentage of direct bookings.

Business hotels generally received more of their bookings through agencies than did

leisure hotels. Other than this, the percentages of bookings from the various sources

was very similar for both groups.

Analysis

The information obtained from the responses to this question is of great significance.

The very high percentage of direct bookings suggests that simply computerising the

intermediate stages of the booking process may bring no benefit to many hotels. The

most common means of communication would bypass this completely.
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Hotels are understandably reluctant to spend money if they feel that they do not need to

do so. The greatest incentive for a hotel to offer its product through a computerised

system would appear to be that the hotel was losing bookings through not doing so.

This could be because a rival establishment was using a CRS and obtaining more

bookings through this at the expense of its competitors or because the lack of a system

meant that a hotel was unable to reach potential customers adequately.

The results of this question indicate that the dependence on CRS is very limited as far

as most of the respondents are concerned. The role of these systems will have to

change considerably if systems are to become an important source of bookings. The

systems will need to find users among hotels and agents. They will also have to bring

about a change in buying habits if they wish to act as intermediaries between hotels and

the general public. This is perhaps much more challenging and problematic than any of

the technical or contractual difficulties which the companies have had to face.

6.7.8 Use of Information

This question was intended to investigate the number of hotels which made use of

information collected as part of the reservation process or during a guest's stay.

Results

A total of 100 of the 115 respondents (87%) indicated that they made some use of the

information collected as part of a booking or during a guest's stay. 12 of the remaining

15 respondents had no computer facilities.

The information use by hotel market figures are as follows:

Category Total in
Category

Length
of Stay

Avg
Spend

Guest
Origin

Market
(B/L)

Source
of

Bkgs

Mail
Shot

Speed
up Bkgs

Guest
History

Prod
Devt

Other

Business 30 12 26 20
_

24 20 26 21 18 15 2
Leisure 25 16 16 19 17 18 18 16 15 11 1
50/50 32 14 14 22 29 21 28 16 17 15 5
Don't Know 13 4 7 6 6 6 10 5 4 3 0
Total 100 46 63 67 76 65 82 58 54 44

,
8

Figure 6-11
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Analysis

The replies to this question indicate that not all hotels make use of the information at

their disposal. For example, only 65 establishments claim that they make use of

information about the source of their bookings while 96 were able to provide detailed

figures about this. A total of 76 hotels use market information although 98 had access

to these figures.

The use of information for mail shots was popular in all categories. No clear patterns

emerged for any of the other categories. One feature which came to light in this

analysis was the possible existence of a "Can't be bothered to supply the information"

category. This is made up of hotels which did not supply market information, and were

therefore categorised as "Don't know", although they later indicated that they analyse

guests by market. The information must be available to allow this to be done but the

effort of collecting the figures for this questionnaire was obviously too great.

6.7.9 Availability

The purpose of this question was to establish whether hotels would offer their room

inventory on a freesale basis through a computer reservation system. An accurate and

reliable integrated booking service requires that properties allow their accommodation to

be sold in this manner.

Results

Offer freesale No Yes

Offer via CRS No Yes No Answer No Yes No Answer
Business 9 2 3 1 15 3
Leisure 11 1 2 5 5 1
50/50 9 2 3 1 17 2
Don't Know 7 1 3 1 3 2

Total 36 6 11 8 40 8

Figure 6-12
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A total of 46 would offer rooms on freesale through CRS while 44 would not. Perhaps

the most interesting information which this question yielded was the list of reasons which

hotels gave for or against using a CRS to offer rooms on freesale. A total of 38 hotels

added comments.

The main reasons for not wanting to use freesale via CRS were:

• it was considered that there would be a loss of control through doing so;

• the hotel had too few rooms to merit use of such a system

• systems detracted from the preferred personal touch;

• previous experience with computerised or third party reservation systems had been

discouraging.

The reasons in favour of using a CRS to offer freesale were:

• it was considered that control would be improved through doing so;

• the system would offer a quick and easy service for clients;

• agents would be more inclined to use this type of system;

• sales potential could be increased.

Analysis

The results of this question show a strong link between a hotel's willingness to offer its

inventory on freesale and to offer the same through a CRS. The total number of hotels

not offering freesale is very similar to the number which do. Within these groups, the

proportion of hotels willing to change their attitude to freesale if it was computerised is

similar. The business hotels evinced slightly more willingness to use a completely

computerised system. 26 of the 43 respondents who provided an answer showed

interest compared with 13 of the 29 leisure hotels. The 50/50 business/leisure hotels

were evenly divided.

It is not possible to infer very much from the responses to this question except that it is

obvious that computerised freesale has not been rejected out of hand by the hotel

industry. This should be encouraging for the various system operators interested in the

integration and automation of central and unit level reservation. The comments are

interesting, with the properties of similar size and ownership type voicing conflicting
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views on control, suitability for their size of hotel and potential contribution to their

service quality.

6.7.10 Tourist Information

This question was intended to provide information which would indicate the closeness of

links between hotels and their local tourist boards or information centres. This is of

interest because of the emergence and failure of systems like Hi-Line and other similar

tourist board related booking service projects. Information about computerisation of the

local tourist board was requested in order to indicate the hotel's awareness of the

facilities used to promote accommodation in its area. It would also give a rough idea of

how many tourist boards are computerised if questionnaires had been returned from

throughout the UK.

Results

Registered with tourist board

No Yes

4 109

Tourist board computerised - 17
Tourist board not computerised - 37
Don't know / No response - 55

Figure 6-13

Analysis

Of the 115 respondents, 2 did not reply to this question and only 4 (3%) were not

registered with the local tourist board. Almost 50% of registered hotels were aware of

whether or not the tourist board was computerised.

The high percentage of registered properties should be an encouraging figure for the

developers of reservation schemes based on tourist information centres or area tourist

boards such as the system under consideration by the Scottish Tourist Board.

The earlier analysis of booking figures indicates that TICs do not constitute a major

source of business for larger hotels but they do make a more significant contribution to
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the smaller properties. Given the large number of properties in this size sector, this may

help to determine the viability of tourist board reservation systems which depend on

commission for their funding.

6.7.11 Collaboration With Other Companies

This question was intended to investigate the use of computer as a means of

communication between principals involved in collaborative ventures.

Results

There were 50 companies (43% of all respondents) which offered package deals in

conjunction with other companies. Collaborating hotels fell into all ownership categories

and all size groups. Of the 50 hotels, only 5 hotels used computers in the booking and

communication process. Their market and guest origins are divided as shown in the

following figures:

Ownership Hotels involved in
collaborative ventures

Unaffiliated 11
Consortium member 18
Group 21

Figure 6-14

Business Leisure 50/50

UK 0 0 1
Overseas 0 1 1
50/50 1 1 0

Figure 6-15

Analysis

Some of the hotels which collaborated with other companies were participants in

schemes such as Golden Rail or SuperBreaks but none of these used computers to

share information with other parties. Four of those which did use computers were group

owned while the other was a consortium member.
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The response to this question indicates the low level of use of computer systems for

sharing information despite the relatively high percentage of hotels which would appear

to be potential users.

6.7.12 Possible Uses of Computer Systems

The ways in which computerisation could be used to automate or simplify routine

processes or to generate commission for the hotel were described and respondents

asked to indicate if each was of potential interest. This was intended to investigate the

level of interest in emerging technology.

Results

Positive replies

Automated commission payment 61
Ability to make reservations for airlines etc. 61
Aware of voucher scheme 36

, Interest in voucher scheme 90

Figure 6-16

The responses indicated a relatively high level of interest in and enthusiasm for an

automated commission payment scheme with 61 hotels (53%) giving positive replies to

this suggestion. This was surprising given the seeming reluctance of hotels to adopt

even the simplest computer systems. Many hotels were against this proposal on the

basis that such a scheme could result in payments being made to agents even in the

case of no-shows or because the hoteliers would not trust such a system. The

complicated rating system operated by many hotels and consequent variation in

commission due was also given as reasons for being reluctant to automate payments to

agents.

The suggestion about making bookings on behalf of guests gave rise to a number of

negative responses. The most common reasons cited by those opposed to offering this

service were that it would require considerable staff training and make demands on staff

time with a consequent impact on service quality. Some respondents felt that the cost of

staff time would not be covered by the commission earned or that the volume of

business which the hotel would be able to conduct through the system would be unlikely
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to make its use cost effective. However, 61 hotels indicated an interest, the same

number if not the same hotels as in the previous question.

Only 36 hotels indicated that they were aware of the possible introduction of a voucher

scheme but 90 hotels (78%) indicated that they would be willing to adopt such a

scheme. Those which indicated reluctance were concerned about the impact which

such a scheme could have on their cash flow. One hotel in favour of the scheme

indicated that such a scheme was long overdue.

Analysis

This question showed a wide range of responses and attitudes to the different schemes.

The replies indicated that many respondents were prepared to be open minded on the

subject of innovations.

A total of 39 hotels (34%) indicated an interest in all of the suggested schemes with

large hotels generally being more receptive. However, this number did include one

private hotel with fewer than 10 rooms. The demands made on staff time by all of the

schemes, the requirement to make a specific volume of bookings to make involvement

cost effective and the potential fluctuations in cash flow arising from the voucher system

would perhaps be coped with more easily by a bigger establishment. Group or

consortium members may be at a particular advantage in this respect.

The adverse reports of involvement with CRS suggests that if any of the schemes

discussed here is to succeed, it must be well planned and carefully implemented. Hotels

have well grounded fears about many new initiatives and are rightly reluctant to commit

time and money to a project which brings no benefits in return.

6.7.13 Communications Technology

General purpose methods of communication using computers were described and the

respondents were asked to indicate their interest in these. The aim of the question was

to investigate the industry's interest in and use of general purpose information

technology. The potential application of this technology as part of computer

reservations systems and other schemes are of considerable interest to this work.
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A short introduction was included to help respondents who were unfamiliar with this

technology.
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e-mail

No Yes

EDI No 28 10
Yes 6 71

Figure 6-17

Results

The response to this question indicated that interest in e-mail and EDI was considerable

although use at present is very limited. 81 hotels (70%) indicated that they would

consider using e-mail in future while the number of hotels interested in using EDI was 77

(67%).

E-mail was already in use in 7 of the 115 hotels which replied. It was used for routine

internal communication between group or consortium hotels and their head office or

consortium headquarters. The remaining hotel, another consortium member, planned to

use e-mail for communication with its CRS operator and with its suppliers.

There were only 3 instances where EDI was in use. The applications were similar in all

cases as shown below:

Application % by EDI
Account payment 60010
Payment of wages and suppliers 90%

, Account payment 30%	 ,

Figure 6-18

The hotel which planned to use e-mail for communication with its CRS and suppliers

also intended using EDI for the same purpose.

Analysis

The present users of e-mail were predictably members of large groups or consortia

which had both the need and resources to implement this means of communication.
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The fundamental difference between e-mail and EDI is reflected in the nature of their

respective users and their applications. The former is still very much a means of internal

communication hence its use between properties within groups while the latter is

emerging as a method of transacting business between different companies regardless

of sector. The two technologies are complementary rather than mutually exclusive and

there may be a role for both in many companies.

It is important that these technologies are introduced carefully and used appropriately,

since hotels appear to have a hesitancy when faced with new technology. If they are

applied properly then their acceptance and success could be widespread within the UK

hospitality industry. This could bring about a number of fundamental and important

changes.

The detailed discussion of the many possible applications of EDI and the impact which

these might have on this industry is outwith the scope of this document. However, the

potential of this form of communication within the hospitality industry is considerable.

EDI may prove to be of great use not only between hotels and their trading partners but

also as a means of communicating reservation and inventory information as a link to

CRS and GDS.

The considerable interest which the respondents have shown in these technologies was

not anticipated. It may be encouraging for system operators and intermediaries since e-

mail and in particular EDI may hold the key to delivering what hotels need in the guise of

something which they think they want.

6. 7. 14 Comments

Few respondent made any further comments in the space provided for this purpose.

However, those who did threw some interesting light on the subject of CRS and the

industry's attitude to these and other computer systems.

The loss of the "human touch" as a consequence of using a computer system was of

concern to one small establishment. The size of the hotel and the appropriateness of

systems were seen as reasons for not needing using systems: one hotel felt that they

were too small since they only had 39 rooms while another respondent described their
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hotel as "a three star, old fashioned hotel ... for which such systems would be

unsuitable."

One respondent lamented the lack of unbiased information about the feasibility of

reservation systems. Another who already had a system would perhaps have benefited

from similar information, since he was looking for a smaller, more flexible system, being

one of several dissatisfied customers who had installed systems which they considered

to be unsuitable.

Somebody knew exactly what he wanted when he wrote, "It's got to be foolproof,

inexpensive, produce bookings, not break down and lose information and I've got to

believe that this will be the case."

A few respondents felt that CRS had an important role to play regardless of size. One

respondent wrote, "/ believe that CRS is a thing of the future. The only way that small

independent hotels can do this is through a consortium as the large systems charge too

much.", while another who saw CRS as a good thing commented, "(Our hotel) needs to

be seen to be professional. This would help - I believe it would give us more business."

One reply indicated concern about becoming involved, "..we are thinking of becoming

computerised because of the many benefits but feel a little worried about taking the final

step.", while another showed anxiety about lack of involvement, "Unfortunately, most

major computer decisions are taken at a group marketing level and unit input is minimal."

While acceptance of the usefulness of CRS was not uncommon, associated problems

were not overlooked. Comments on this subject were "Any system that (helps) to

achieve/improve occupancy and room rate can only be advantageous. However, control

needs to remain with the individual hotels so they can close out .. (as) required.",

and, "All CRS .... work on the same basis as manual systems and have to be monitored

just as closely.",

Once a system became an integral part of the business, one respondent implied that

care must be taken to ensure that nothing interfered with is smooth running, adding that

"any (other) processes such as account settlement would benefit the customer and hotel

but must not slow down the reservation process."
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Analysis

The comments were as varied as the responses throughout the questionnaire but they

contributed some colour to the more factual information obtained from the previous

questions.

A concern about the appropriateness of systems came through as did an awareness of

their fallibility. Despite these negative aspects, there seems to be an acceptance among

larger and perhaps more up-market hotels that CRS use will become an integral part of

reservations and that not having access to one will result in a hotel's being left behind.

6.8 Summary

The respondents who contributed to this questionnaire represent hotels of many

different sizes, ownership types and markets. However, there are approximately 17000

hotels in the UK. Of the 500 establishments targeted, 115 replied. This very small

sample size, being less than 1% of the UK total, means that responses should only be

taken as a rough indication of attitudes and should not be used as the basis for

generalisations about the industry.

The information which was contributed indicates that not all of the questions were fully

understood by the respondents. There were also fewer responses to some important

questions than would have been preferred. Much of the blame for this lies with the

design of the questionnaire itself.

However, although the information gathered by this survey is of use in its own right and

the analysis of it has proved to be fruitful and interesting, it is intended as a general

indication of trends and attitudes rather than as a definitive study of these. In this

respect, this part of the research is considered to have been successful.

The results of the work completed at this stage form the basis of the next stage of the

research. The first part of this involved conducting structured interviews with the 35

respondents who were willing to contribute to further research. It was proposed to follow

this with an investigation of the use of CRS by hotel groups. The lessons learned from
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this questionnaire and the information derived from this analysis proved very useful in

the planning of these investigations.

The results of this stage also indicated that there is a considerable lack of understanding

of the contribution which the use of computer systems can make to the various stages of

the reservations process. This is addressed in chapter 10 where the potential role of

systems is explored and the implications of their use is examined.

6.9 Conclusions

This questionnaire survey was carried out as part of a study of the implications of

computer reservation system use for the UK hospitality industry. These conclusions are

written with the aims of the main research in mind.

The role of information technology in the this sector does not appear to be clearly

defined. Computers and various forms of electronic communication are likely to be

present in small hotels and absent from large ones. Details of a hotel's size, ownership

or market seem to give no clues about its use of technology.

Certain questions which appear to be unrelated to the use of computer systems

furnished very significant information. The source of hotel booking is a widely

researched subject and was considered to be of interest for this survey. The

information which it yielded shows that a very high percentage of bookings are made by

direct contact between guests and hotels. This is very significant for computer

reservation system operators wishing to attract hotels to subscribe to systems which are

used by travel agents.

There is little to be gained from this unless customers change their buying habits and

start to use these agents. Neither the system operators nor the agencies are in a

position to enforce such a change. Hotels would probably be unwilling to force their

guests to book through agencies since this would probably involve commission

payments. On the basis of the information collected by this survey, the process of

making a typical accommodation bookings will have to change drastically before using a

GDS becomes the normal method.
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A hotel's willingness to offer its accommodation on freesale will also be significant in

determining whether subscribing to a GDS will be appropriate. There was almost a

50/50 split among hotels in response to the question about freesale through GDS. This

is quite high given that there seem to have been few successful cases of this in practice

to be used as act as an example of what can be achieved with reservations systems

technology. On this evidence, this may not prove to be the most difficult hurdle to be

overcome in the process of automating bookings, despite the reluctance and bad

experiences reported by some establishments.

The use of electronic communications was of interest to a large percentage of

respondents. Adoption of this may act as a very important stepping stone on the way to

widespread use of computer reservation systems by all sizes of establishments. Its

initial use may not be as part of a reservations system. Rather, it is likely that it will be

used as part of a trading system linking customers, suppliers and banks in a process

which automates ordering, tracking, receipting and settlement of routine transactions.

The interest shown in this technology despite the absence of many working examples in

this sector is interesting and possibly very significant.

In conclusion, the results of this survey indicate that the UK hospitality market is divided

in its perceived need for CCRS or GDS. Some hotels see the use of these systems as

desirable, some almost as a necessary evil. Cost is a deterrent, in terms of financial

outlay and overheads such as staff time to maintain a system and lost productivity

during training. However, technology in general appears to be regarded as an

interesting subject and the potential benefits to be derived from automation are

acknowledged. If an affordable system was to be introduced which allowed hotels to

reach a wider market, it would appear to have many potential customers. However, the

figures indicate that a great number of hotel guests would have to change their buying

habits if the majority of bookings are to be channelled through GDS.

While the results obtained by this survey are considered to be of adequate quantity and

quality to support these conclusions, subjects of particular interest were investigated

further as part of the next stage of the work.
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7. Primary Research: Second Stage

7.1 Overview

The results obtained from the first survey indicated that the most use of GDS was in the

larger properties and those with group or consortium associations. Also, respondents

from hotels with between 50 and 200 bedrooms indicated considerable interest in these

systems even if actual use by this sector was limited. This stage of the work was

intended to investigate system use within groups and consortia.

7.2 Aim

The next stage of the research aimed to produce an account of the current role and

influence of GDS in use by hotel companies operating in the UK. This work was

intended to provide an indication of the significance of the contribution made by this

technology to the planning process and property management.

7.3 Rationale

In order to assess the implications of GDS use for the UK hotel industry, this stage of

the work involved investigation of the role of systems in use at present. It was also

considered necessary to investigate the extent to which systems had been adopted and

to investigate the motivating factors, expectations and experiences associated with GDS

use.

Detailed information about the experiences of existing GDS users was considered to be

most useful for future work since it was hoped that this would give an initial indication of

the usefulness and acceptability of existing systems. Should the experiences of existing

users be bad, it seemed unlikely that many new users would be eager to have their

properties represented by the systems.

The first survey had indicated that there were already a considerable number of large

hotel groups which made use of GDS. It was therefore decided that the next stage of

the research should collect information about how the systems were used, what the
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general implications of system use were, and how their use contributed to the

companies' strategic planning or operational management of properties.

7.4 Objectives

An investigation of the experiences of hotel companies which already used GDS was

considered to be the most suitable way to achieve the overall aim of this stage. It was

hoped that this would provide information about the benefits, drawbacks and general

considerations associated with the use of these systems. The intention was to compare

these findings with the hypothetical view of the opportunities or changes which GDS

may offer or force upon the hotels which they represent.

The objectives set to achieve the aims for this stage of the research were as follows:

• to define strategic planning and operational management in the context of the UK

hotel industry and consider the application of GDS use in support of these;

• to identify hotel groups and consortia UK for inclusion in a survey of the use of GDS;

• to devise an appropriate means of investigating the contribution of GDS to hotel

management and planning;

• to identify which groups or consortia made use of GDS and would be willing to

participate in a survey of GDS use;

• to conduct the survey and analyse results in terms of implications for the cross

section of UK hotels.

7.5 Method

7.5.1 Defining Strategic Planning and Operational Management

These basic strategies which this work uses to investigate the significance of GDS are

covered in detail in an earlier part of this work. The potential contribution which systems

can make to the achievement of management aims is discussed in the same section.
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7.5.2 Sample Frame Selection: Identifying Hotel Companies and Consortia

As with the previous stage, the initial part of this work involved identifying targets for the

survey. There was again a requirement for the development of a database for

management of this information and for use in recording and analysing survey data.

The hotel company information was obtained from a list of the top hotel companies

operating in the UK ranked on the basis of room stock. The list contained 218 entries

and was available as part of unpublished work from a fellow researcher within the

department of Hospitality and Tourism Management at Napier University. This list

contained names and addresses of the companies and included contact details for

managing director or chief executive as appropriate.

Sample Frame Limitations

The list of companies used to identify possible participants introduced potential errors to

the survey.

The restricted number of companies inevitably resulted in certain types of organisation

being overlooked. There were considerably more groups than consortia and few small

operators were included.

One of the organisations included in the list had controlled hotels and pubs or

restaurants under three separate companies but had given up accommodation

operations by the time they were contacted. These companies were no longer eligible

for inclusion so this reduced the sample frame size.

Three operations had ceased trading which further reduced the size of the potential

survey sample.

Again, these limitations arose from a need for a large and up to date source of hotel

information although in the case of groups and consortia, such a document may difficult

to obtain.
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7.5.3 Survey Method

The intention of the survey was to investigate the experiences of GDS users. Since this

was considered likely to produce material of a subjective nature, it was initially proposed

that the survey should be conducted by means of structured telephone interviews.

Participants would be sent a list of questions and discussion points. An appointment

would be arranged for a time when they could devote approximately 45 minutes to

answering the questions and discussing the topics of interest.

7.5.4 Identifying Participants

An initial approach was made to all of the companies on the list to identify those which

used GDS and would be willing to take part in this research. The survey method was

outlined and approximate details of the schedule of work were supplied.

7.5.5 Conducting the Survey

A total of 218 letters were sent to the heads of the organisations on the hotel companies

list. Of the 55 responses (25% of total targets), 44 (20%) were from businesses which

claimed to make use of GDS. The initial survey method now required that a telephone

interview be arranged with a representative from each of these.

It soon became obvious that even scheduling the interviews was going to be an

excessively time consuming process and conducting them would be even more so

After almost two weeks of unsuccessfully trying to arrange appointments, it was decided

to abandon the idea of a telephone questionnaire and revise the survey method.

A postal questionnaire was chosen for its ease, ability to reach a target and considerably

more efficient use of available time than the method proposed initially.

The questionnaire document, which had been designed as a primer for telephone

interviews, required little revision for use in a postal survey. The document, a copy of

which can be found in Appendix C, was sent out to the 44 companies with a covering
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letter explaining the change of survey method and requesting that the document be

completed and returned in the conventional manner.

Pilot

A pilot of the questionnaire was conducted using a small sample of members of staff at

Napier University and Strathclyde University and hotel company managers in Edinburgh,

Glasgow and Fort William. Their comments were useful and the document was modified

slightly before the full mailing.

Again, it appears that a larger pilot study involving a more critical group would have

been beneficial. It is probable that this would have exposed problems arising from the

inclusion of long, complex questions.

The length of the document was commented on but it was felt necessary to include all of

the questions in the final version.

Coding

This survey used the same coding scheme as the previous questionnaire. Again, this

simplified the process of issuing reminders. It also allowed any missing information to

be obtained easily either directly or through reference to literature which would not have

been possible with anonymous responses.

7.5.6 Response

The initial mailing to the 44 companies was carried out in late February. By the end of

March, a total of 17 responses had been received. Follow up letters and questionnaire

forms were sent to the remaining 27 and this produced another 10 responses. Finally,

phone calls to the remaining 17 resulted in the return of a further 3 forms giving a total

response of 30.

While this final figure represents only 14% of the initial 218 companies listed, many

factors should be taken into account when assessing how representative this sample is.
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Size of target group

Five companies on the initial list were owned by the same parent organisation and had

been consolidated into one operation or disposed of by the time the survey was sent

out. Four further questionnaires had been sent to the companies which had ceased

trading and these were returned by the Post Office. The actual number of potential

respondents was therefore reduced to 210.

Weighting of results

The indications are that the 30 respondents may represent at least 40% of the

companies operating in the UK which made use of GDS at the time of the survey. The

total room stock figures operated by these organisations are not available since the

questionnaire used hotel size ranges rather than requesting actual room counts.

However, the minimum number of rooms can be calculated as approximately 362300

with an estimated upper figure of 734000. This is a huge range but the average of

approximately 545000 can be used to gauge the size of the sample in terms of total

room stock. Slattery (1992) estimates a total of 490,000 rooms in the UK.

The survey received replies from multi-national companies which have significant

overseas operations and which gave figures for all of their hotels rather than UK

properties only. As a result, the estimate of the number of rooms is larger than the total

UK figure and it is not possible to break the figures down in order to calculate the

percentage of UK rooms and properties represented by this survey. It would have been

preferable to ascertain the actual number of hotels and rooms in the UK which these

companies operated so that their share of and influence in this market could be

assessed more accurately.

However, the aim of this particular investigation was to assess the attitudes and

experiences of GDS users in general. In this case, the location of the properties is of

little importance and in fact the extra dimension provided by this international element

may benefit the research. The fact that the results are not based exclusively on

information about UK hotels must be borne in mind when interpreting and drawing

conclusions from them.

Primary Research: Second Stage	 116



7.6 Preface to Survey Results and Analysis

7.6.1 Methods of Analysis

A number of methods present themselves as candidates for use in the analysis of the

information collected during from this survey. The most obvious of these would be

simply to count the number of responses for the available options under each question.

This would offer a rapid means of obtaining an indication of the trends and opinions if all

of the questionnaire responses had been received from operations of similar size and

influence.

However, the size of operations represented in the survey ranges from 90 rooms to over

150000 rooms. The influence of respondents and significance of their views was

considered to vary in proportion to the number of rooms operated. While this may not

always be the case, common sense suggested that this is a justifiable initial assumption

and evidence collected during interviews supports this. It was therefore decided to

weight the analysis using room count. The total number of rooms operated by the

respondents to each question was taken as 100% and the percentages figures for

agreement or disagreement were calculated with reference to this.

Information about the number of properties in each size grouping is used to provide a

comparison between the size cross section of survey respondents and that of the

industry in the UK as a whole.

7.6.2 Comments on Results and Analysis

The weighted results are influenced significantly by the number of rooms in properties

operated by the larger hotel groups. Although some of these are outside the UK, the

rooms from these are included in the figures used for analysis in this survey. This may

appear to be inappropriate in research on the influence of GDS on UK hotels. However,

these operators have a presence in the UK market and compete with many UK hotels.

Their operations outside the UK contribute to the guaranteed volume of business which

gives the company an ability to negotiate with or even influence GDS companies.
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Marked increases in the use of GDS for hotel reservations have taken place in the US in

recent years. Several companies which operate in that market are represented in this

survey and their use of GDS extends to include representation of their UK properties.

As a result, some hotel companies operating exclusively in the UK may be obliged to

use GDS to compete directly with the multinationals, thus contributing to the increasing

use of these systems.

This particular survey is more concerned with the use of systems at company level than

at property level so the location of hotels is of little consequence as long as the operator

can be considered to have direct influence in the UK market.

Non-response errors

This survey aimed to investigate the benefits and drawbacks associated with the use of

distribution systems within hotel groups and consortia. However, the limited sample size

resulted in a situation where a hotel groups rather than consortia dominated the results.

The possible reason for this may lie with the structure of consortia. It generally proved

to be easy to identify the most suitable respondent within hotel groups since these

usually had an individual or department responsible for IT or reservations. Many of the

consortia contacted in the initial phase of this survey had a loose administrative structure

which made it difficult to identify the appropriate person to approach about involvement

in the research.

The composition of the eventual sample introduces potential distortion of the survey

results. The central control of most groups appears likely to result in a top down view of

the role and effectiveness of distribution systems. Some of the respondents

represented multi-national operations which had made use of computerised reservations

systems for a number of years. It had been hoped that representatives of consortia

could contribute a consensus view which represented UK hoteliers' ideas and

experiences more accurately, given the larger percentage of independent or loosely

affiliated hotels in this country, but unfortunately the limited number of consortia which

replied meant that this material did not become available.

As a consequence, the results are likely to be subject to bias in favour of distribution

systems. There are many benefits to be gained by larger hotel operators with
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properties in many countries. They can obtain economies of scale from large volume

use of distribution systems which is not possible for a smaller operator. There are also

benefits which come from tying their own systems into international facilities. These

would not be available at an affordable cost to a smaller company. The input from

smaller operations may have thrown some light on the feasibility of pooling resources in

an attempt to compete through the same channels so could have offered a more

balanced view of the situation likely to be experienced by the majority of UK properties.

The lack of accurate room figures for the UK hotels operated by the multi-national

companies which contributed to this survey is a further source of potential inaccuracy. It

may be that although the parent company is large in global terms, its presence and

influence in the UK is small. Room figures would have helped to establish the extent to

which this was the case and the bias resulting from attributing too great an influence to

these organisations could have been reduced.

7.7 Results and Analysis

7. 7. 1 Respondents

Role of respondent

The positions held by respondents ranged from front of house manager to director of

world wide inventory and reservations and included managers and directors of

marketing, information systems and finance. As a result, information from the survey

represents a wide range of perspectives. A full list of the positions held by respondents

is included in Appendix D.

Involvement of respondent with computer reservation systems

This question aimed to assess the degree to which respondents used information from

CRS and could influence the adoption and development of these systems within their

organisations.
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Results

Results are expressed as a percentage of rooms controlled.

Directly involved in deciding about adoption and use of computer reservation systems in
company?

Personally make use of information
obtained from these systems?

No Yes

No <0.1% 1%

,	
Yes 37% 62%

Figure 7-1

Analysis

The combined results from both parts of this question were encouraging for several

reasons.

A high percentage of the rooms were represented by respondents at a level of seniority

or influence where a sound understanding of the use of systems and their implications

was necessary. The majority of those who were involved in making decisions about the

use of systems also used the information from them. It is reasonable to assume that

these people will be aware of the practical and financial requirements associated with

CRS use which must be weighed against any benefits or contribution which they can

offer. As a result, the considered opinion which they are invited to offer in some

questions will hopefully be based on experience and commercial reasoning.

The hotel industry stands to gain through having decision makers who are users of the

systems and hopefully this research will also benefit from their balanced view.

7.7.2 Property and guest profile

Property size profile

The profile of properties operated by respondent is as follows:

I

Number of rooms <10 10-24 25-49 50-99 100-199 200-499 500-999 >999

Number of properties 2 23 180 499 1553 343 138 44
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Figure 7-2

The ownership of represented properties was as follows:

Owned and operated by respondents 1453
Operated by but not owned by respondents 1329
Total 2782

Figure 7-3

Results

Replies were received from a total of 30 companies of which 27 provided details of

number and size of hotels operated. The 2782 hotels had an estimated total of

approximately 549500 rooms. Thus figure was calculated using the average for each

room range and taking 1100 as a very conservative estimate for the size of hotels with

over 999 rooms. As explained, this is greater than the total number of rooms in UK

properties.

Analysis

These figures are used for calculating the approximate number of rooms operated by

respondents for use in weighting of results.

The figures show a concentration of properties in the 50 to 500 room range with 1553 of

the properties represented having between 100 and 199 rooms. The survey includes a

much greater percentage of properties in this range than occurs in the cross section of

property sizes for the UK.

It was not possible to establish how many of the rooms operated by the multi-national

companies represented here are in hotels outside the UK so the total number of rooms

are included in all calculations. The limitations which this imposes on the interpretation

of results are noted where appropriate. In the case of this question, the hotel size

figures can not be used to compare the property size profile for respondents and that for

the UK.
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The average property size is approximately 197 rooms but this information serves no

useful purpose in this survey due to the estimated figures used to obtain this result.

Bookings

Results

The results of this question were calculated by multiplying the number of rooms for each

respondent by that company's booking source percentage. The sum of rooms from

each source was divided by the total rooms from all sources to give a percentage.

%

Direct to hotel direct from guest or tour operators 36
To central reservation office (CRO) from guest or tour operator 27
Direct to hotel from travel or hotel agency 8
To CRO from travel or hotel agency 29

Figure 7-4

A similar method was used to calculate the percentage of all rooms in the survey which

were booked via GDS.

IWhat percentage of your total 1993 bookings came via a global distribution system?
	

15

Figure 7-5

Analysis

These results are markedly different from those obtained for UK properties in survey 1.

The previous work had found a high percentage of bookings made direct from guests to

the property. The many possible reasons for this change include the weighting used in

the present survey, the inclusion of properties outside the UK in the results and the

increase in availability of properties on GDS combined with changes in buyer behaviour

between surveys.

Recent figures (Reynolds, 1994) indicate that 94% of all GDS hotel bookings in 1993

were made by US travel agents. The same source reports that the number of rooms

booked through this means was 27% more than the figure for the previous year. Given
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that many of the non-UK properties represented in this survey are in the USA, this may

account for a large change in the percentages between the two surveys when weighting

is applied.

It is acknowledged that the results are not strictly representative of the UK but do reflect

buying trends as experienced by multi-nationals. These companies have considerable

influence in the market and can contribute significantly to changes in buying patterns.

Procedures which they adopt in other markets to maximise the return on their investment

in GDS may come into use in the UK. At present, these include encouraging buyers to

deal through agents rather than directly with hotels (TTG, 1994). Indications that GDS

are increasing in popularity with agencies and also with some hotel properties suggests

that buyers in the UK may be induced or required to use this method. A general

increase in hotel room reservations through agencies will put pressure on all competing

hotels to offer their services through the same channels or risk losing business.

Market

Results

Properties represented in this survey indicated that more of their custom came from the

business sector than from leisure travellers.

I Business I 60%	 I Leisure	 I 40%	 I No figures (4) 1 15 respondents	 I

Figure 7-6

A similar question on guest origin has been omitted because of the influence of

overseas hotel figures on the results.

Analysis

GDS have traditionally been associated with business travel where the systems have

provided agents with a single point of access to air travel, car hire and hotel

accommodation reservations facilities. The slight bias towards this sector works in
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favour of this research since it suggests that respondents represent hotels which are

more likely to have experience of the issues associated with the use of GDS.

Method of Promotion

This question aims to investigate the significance of the various means of promotion in

common use by hotel companies and specifically to evaluate the present and potential

future use of GDS for this purpose.

Companies Rooms
(% of

response)
(%)

Brochure covering only group properties 23 (18%) 85
Tourist board publications 21(17%) 49
Short break brochures 23 (18%) 63
Media advertising 23 (18%) 63
Promotions on viewdata or GDS 15 (12%) 83
Other means 10 (8%) 17
Do you make use of marketing services offered by GDS or hotel agencies? 10 (8%) 60
Would use GDS exclusively for promotion, do away with all other means? 1(1%) <1

Figure 7-7

The percentage figures are calculated using the number of rooms operated by

respondents which used the particular means divided by the total number of rooms

operated by all respondents.

Analysis

A limitation on the accuracy of these figures occurs with companies which operate

several brands but do not included all of these in a specific form of promotion. The

results do provide a general indication of preferred means of promotion but again can

not considered to be strictly representative of the behaviour of the UK hotel industry.

A very high percentage of the rooms represented here are promoted by brochure and

through viewdata or GDS. These appear to represent the two extremes of making

information available: one very traditional and the other using technology. However, the

number of companies using GDS is smaller although the percentage is the same,

indicating that these are the larger organisations included in the responses. This is to
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be expected given that a smaller company might be unable to reach a level of business

which could justify the expense of using a GDS.

The results also suggest that tourist board publications are chosen by smaller

operations. The role of tourist boards and the significance of relations between these

and hotels is considered elsewhere in this work.

Further analysis of these figures is possible but is not deemed necessary or appropriate

at this stage.

7. 7.3 Use of Computer Reservation Systems

Systems in Use

This question aims to assess the most commonly used means of receiving and

recording reservation details. It also investigates the amount of experience which

operators have of computer central reservation systems as opposed to GDS. The room

weighted analysis technique used is the same as for the previous question.

Companies Rooms
(%)

Computer reservation systems located in hotels 18 (14%) 53

Central reservation office 16 (13%) 97

Does your CRO also serve hotels outside the UK? 11(9%) 86

Do your reservation facilities allow your hotels to share guest info? 10 (8%) 85

National or global distribution systems 17(13%) 97

Viewdata system operated or accessible by travel agents 7 (6%) 72
Third party representation service 14(11%) 69
Freephone service to CRO 9 (7%) 74

Is this service available internationally? 9 (7%) 74

Figure 7-8

Experience of using computer systems

For how many years has your company used computer reservation
systems?

Ito 20
years

>10yr:85%;
>5yr: 97%

How many of your properties are served by computer reservation systems ? 3 to 1100
hotels

99%

(All except
3

companies:
4000

rooms)

Figure 7-9
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Results

All respondents completed this question. Figures are reported as a percentage of the

sum of all rooms operated by respondents.

Analysis

The lowest figure is for the number of systems located in hotel properties. This might be

expected given that central reservation facilities with shared processing can be more

cost effective for larger groups.

The combination of a number of types of system is not unusual. Many companies have

their own CRO facilities for property management but use GDS, viewdata and third party

representation for distribution of rate and availability information. However, full

integration of distribution and central reservation systems is not widely implemented and

there is still a high degree of staff intervention either at properties or in central

reservation offices in response to phone, fax and telex bookings.

Comparison with the figures from the first survey show that GDS have greater popularity

with groups than with independent properties. This could be because the risks and

implications for smaller operators are more serious than for larger companies and this is

considered at greater length elsewhere. However, the need to guarantee a minimum

level of business is an obstacle which the latter are more likely to be able to overcome

without potentially costly assistance and this may be a significant factor in their use of

the systems.

Note that the figures for GDS use here are higher than for GDS promotion in the earlier

question. The two are quite understandably different since promotion via GDS involves

active advertising using a sign-on display or other device while representation demands

only that the property is listed on the system. It is therefore natural that there are more

rooms on the system than are the subject of promotions.

International freephone services are used to represent 74% of the rooms. The very high

percentage of rooms represented through GDS is markedly different from the figure
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obtained in the previous survey. However, there is still a sizeable difference between

the number of rooms represented on GDS and the number booked through this means.

The length of experience figures for computer reservation systems show that operators

of over 85% of the rooms had used CRS for over 10 years and 97% had used them for

over 5 years. The number of properties and rooms served by CRS represented 99% of

all rooms operated by the respondents. This is a surprisingly high figure and illustrates

the vast difference which exists between groups and independent properties in their use

of computers in the reservation process.

7, 7.4 Use and influence of systems. 

The previous section considered the profile of respondents and assessed the results in

terms of their relevance to the UK hotel industry. The next sections examine the role of

systems within companies and the contribution which the technology is considered to

make to the management and planning.

The following results were obtained from 24 companies since 6 of the original 30 did not

complete this section.

General Role of Systems

The potential uses of GDS and of the information obtained from the systems are

discussed elsewhere. This question aimed to investigate whether the actual use of GDS

was in line with the theoretical applications.
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How important to your organisation is each of the following possible
contributions of global distribution systems?

not used
for this
purpose

used for
this but

not
important

used for
this and

considered
important

Source of detailed information to assist long term planning of 26% 1% 72%
product, market and property development. (12) (2) (10)
Route to a world-wide market for distribution and reservations. 0% 9% 90%

(4) (1) (19)
Means of integrating and automating information processing to 3% 24% 72%
increase efficiency of property management and operation of hotels. (8) (6) (10)
Means of acquiring, calculating and distributing rate information in 2% 9% 88%
conjunction with yield management system for maximum occupancy. (8) (4) (12)
Source of detailed information to enable provision of high quality 12% 35% 52%
service to guests. (8) (2) (14)
Source of information for negotiating management contracts 41% 36% 22%

(14) (4) (6)
Source of sales information for negotiating and administering 15% 45% 39%
corporate discounts, frequent guest or similar schemes. (7) (3) (14)
Source of information for development of international markets. 14% 44% 41%

( 7) (3) (14)
Other - please specify: 0 2

Cost efficiency; scale benefits : Group with >100000 rooms (est.)
Small operation - more professional : <group with 400 rooms (est.)

Figure 7-10

Results

The percentage figures are calculated in the usual manner and the figures in brackets

indicate the number of companies in the cell. This adds to the analysis by allowing a

very rough estimation indication of group size to be obtained.

Analysis

The use of systems is predictable in some ways although there are some interesting

aspects which are worthy of discussion.

The most common use is as a route to a world-wide market with this considered

important by operators of 90% of the rooms represented. Although GDS now offer

many services, distribution of information has always been an integral part of their

function, as their name implies. It is no surprise that this is the most prevalent reason for

their use. The next most popular use is very similar but involves the use of systems for

rapid publication of rate information calculated by yield management systems. The

maximum benefit to be derived from adapting prices to market conditions depends on
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publicising changes rapidly. GDS provide an ideal means of making this rate

information available quickly to a huge market.

Collection of information for analysis is another role in which GDS is considered

important. Given that many GDS limit the information which they supply to guest name

and address and details of preceding flight segments, this information is presumably

used in conjunction with existing hotel data to provide a more complete description and

history. This theory is supported by the popular use of GDS as part of an integrated

system for property management and operation where the incoming information can

serve as a key to locate guest information held by the operator. The use and

importance in long term planning is can be understood if the guest information allows

promotions to be conducted in conjunction with carriers or in specific countries of guest

origin. The reported use of information for development of international markets

supports this. Product development appears more likely to be carried out using a

company's own guest information which would be collected on the premises regardless

of where the guest originated or how they had arrived at the hotel.

The use of information for management contracts was not likely to be commonplace.

These agreements are not as common in the UK as in the US, for example, and

information to support negotiations is more likely to be obtained from a hotel's own

systems.

7. 7.5 Contribution of GDS to Corporate Planning

These questions are based on the earlier section covering strategic planning and hotel

operations. Each section focuses on a general area where GDS could contribute to the

achievement of management aims.
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Key: DS - Disagree Strongly D- Disagree NO - No opinion A - Agree AS - Agree Strongly

Market Access and Development

DS D NO A AS

World-wide availability of hotel information via GDS has resulted in
increased occupancy.

20% 28% 2% 48% 1%

GDS work in conjunction with brand names to help our properties to be
identified and booked in preference to those of competitors.

0% 35% 14% 49% 1%

Use of a GDS is necessary for this company to reach its target markets. <1% 14% <1% 34% 50%
GDS is not the appropriate means of reaching the market which this
hotel serves.

37% 26% 36% <1% 0%

This company has been forced to use GDS by the channels such as
business agents through which we receive business.

35% <1% 15% 62% <1%

Use of GDS has resulted in increased business from agencies because
of easy access to accurate property and availability information and
rapid secure bookings.

0% 1% 22% 62% 14%

GDS make little or no contribution to sales because they cannot
represent our properties or product adequately.

1% 82% 16% 1% 0%

GDS help to win sales by ensuring that our properties are always listed
when an agent is looking for accommodation in cities where we operate.

0% 1% 1% 62% 36%

Figure 7-11

Results

Six companies, which among them represented approximately 1% of the rooms, did not

complete this question. This loss of data is considered to be inconsequential.

Percentages are based on the total rooms operated by respondents in a cell divided by

the sum of rooms for all respondents.

Analysis

These results appear to indicate a general support for GDS as a necessary but

appropriate route to markets targeted by the respondents. The ability to represent the

properties does not seem to be a concern. However, there is an indication that the use

of systems has been forced upon hotels. Agents have benefited from more secure

bookings but hotels have not seen an increase in occupancy despite wider exposure.

Branding appears to contribute less than might have been expected in light of the

response to an earlier question but simply being listed in a search is considered to be

important in winning sales. This should be encouraging news to unaffiliated properties

considering use of GDS.
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Role of distribution systems in product development

DS D NO A AS

The ability to reach a wider market using GDS has influenced this
company's product development plans.

0% 37% 16% 46% 1%

Use of GDS has enabled this company to be incorporated into more
holidays by overseas and UK tour operators.

1% 39% 36% 24% 0%

Formation of alliances with travel/financial/other organisations is of
interest to this company.

0% <1% 2% 83% 14%

The availability of detailed information from GDS has enabled the
company to define guest requirements more precisely.

0% 17% 80% 2% 0%

GDS provides detailed guest information (e.g.: preferred airline; method
of payment) which enables the company to identify appropriate partners
for formation of alliances.

0% 11% 67% 21% 0%

Sharing of information necessary to offer joint promotions with alliance
partners e.g. travel principals, credit card companies etc., would be
impossible without GDS.

14% 33% 51% 1% 0%

Figure 7-12

Results

Percentages are based on room holding represented. Six respondents (1% of total

rooms) did not answer this question.

Analysis

As was discussed earlier, the information from GDS is of limited use for defining guest

requirements. While respondents did not disagree with this suggestion, the lack of

opinion on the subject indicates that it is not a positive contribution of these systems. It

is significant that companies representing 37% of rooms did not feel that the ability to

reach a wider market did not have any influence on product development plans. This

might be an indication of an industry in the grip of recession where promotion of new

products through relatively recent technology might be seen as too dangerous a

combination.

The balanced responses to many parts of this question are surprising. However GDS

have enabled a minority of hotels to be incorporated in tour operator holidays. The

interest in forming alliances with carriers is considerable but GDS is not seen as a vital

part of the administration of these. This is not surprising since most GDS do not offer

any mechanism which would support direct exchange or sharing of data between
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different companies although they do provide hotels with details of their guests' flights.

This is more agreement than disagreement that this is useful in the initial formation of

alliances.

Use of distribution systems to achieve cost competitiveness

DS D NO A AS

Channel restructuring using GDS offers potential of direct sales resulting
in reduced costs through elimination of middlemen.

0% 27% 21% 50% 0%

GDS are attractive because they offer access to world-wide market
without incurring costs of developing and running own network.

0% 36% 14% 48% 1%

Integration of GDS with own reservation systems eliminates duplicate
data entry and removes a potential source of errors, speeds up reporting
and cuts costs.

0% <1% 16% 46% 36%

Figure 7-13

Results

The six incomplete responses accounted for 1% of rooms represented.

Analysis

The interest in direct selling using GDS is interesting given recent developments from

Sabre (Hyde 1994). However, the education of hotel staff and travel agents in the use

of GDS is still a problem even years after the introduction of the systems. Ease of use

will be an important issue if home shopping is to rival conventional sales channels.

The attraction of access to a ready made distribution facility appears more limited than

might have been expected given the expense associated with development and

maintenance of a privately managed network.

However, the appeal of integrated systems is considerable. The elimination of the need

to enter guest information combined with on-line inventory appears to be provide a

strong case for hotels to move towards offering direct connections between reservation

or property management facilities and the distribution network. Eventually the direct

access for provision of last room availability on-line might be combined with yield

management for optimum pricing to achieve higher occupancy and profitability.
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GDS Contribution to Management

This question aimed to investigate how important the information from GDS is to

company management and how well established the systems are.

DS D NO A AS

Company management specifically and regularly requests information
which can only be obtained from GDS.

14% 61% 23% 1% 0%

Information available from GDS is important to the company to achieve
its objectives.

0% 38% 2% 59% <1%

Use of systems is too recent to contribute to management. <1% 23% 15% 60% 0%

Figure 7-14

Results

Five respondents from companies operating 1.5% of total rooms did not answer this

question. It is obviously understood that the question about the recent use of systems

refers to GDS since some of the companies which agreed with this suggestion had been

using CRS for between 15 and 20 years.

Analysis

The results from this question are interesting and illustrate the role of GDS. It appears

that the systems are not yet truly management tools since managers do not request

information which can only be obtained from this source. While this may be expected, it

is at odds with the response to the next question which indicates that the information

which GDS provide is considered important to companies operating 60% of rooms. It is

possible that the recently adopted systems have been implemented so well that

information finds its way to users without their having to request it. Alternatively, it may

be that in the opinion of the respondent the systems will become important although

they have not yet reached the point where they contribute noticeably to this or are

recognised as a potential source of information by management.
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7.7.6 Operations

Contribution of distribution systems to occupancy

The aim of this question was to investigate the contribution of GDS to the running of

properties through the provision of a medium for distribution and information in a form

which eliminates time consuming data entry.

DS D NO A AS

GDS enable room rates to be adjusted and published rapidly to ensure
that prices suit market conditions.

0% <1% <1% 85% 14%

Availability of property details and reliable inventory information 24 hours
a day through use of global systems results in increased bookings.

0% 1% 35% 63% <1%

Integration of systems enables inventory to be made available on-line
rather than through allocations with "last room" availability resulting in
increased bookings.

0% 59% 14% 25% <1%

Ability of systems to provide rapid analysis of information has resulted in
products which reflect our guests' requirements and are therefore in
demand.

0% 61% 22% 16% <1%

Figure 7-15

Results

This question was answered by all except 3 respondents representing 1% of rooms.

Percentages are calculated based on the total of rooms operated by respondents in a

cell divided by the total number of rooms for all respondents who answered the

question.

Analysis

The use of GDS to publish room rates rapidly as market conditions change and to

increase bookings by offering details to buyers 24 hours a day were the factors which

were seen as contributing most to occupancy. Respondents did not agree that on-line

inventory made a significant contribution but this may be because many properties do

not offer this level of systems integration. Again, the use of information from GDS was

not seen as making a contribution to product development and demand.
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Improved Service for Guests and Agents

The potential contribution of GDS to service can be from the provision of guest

information to allow the hotel staff to prepare for the guest in advance and offer

personalised service with rapid check-in. Integration of systems can also eliminate

routine data entry which results in more time for staff to be more attentive to guests.

DS D NO A AS

Shared guest information available to all properties gives "local"
knowledge of frequent guests at all hotels resulting in faster bookings,
easier check-in and better service.

0%
-

51% 25% 33% 0%

Use of GDS helps administration of commission payments which
improves hotel's image, encourages booking by agents and increases
potential business.

0% <1% 23% 62% 14%

Figure 7-16

Results

This question was not completed by 3 respondents representing 1% of rooms.

Percentage analysis is based on rooms operated.

Analysis

The notion of sharing data between agents and hotels to help service was not seen as

contributing to quality guest service. This may be because there are few instances of

completely integrated systems so this sharing can not yet be accomplished. The

settlement of commission was considered to be helpful to relations with agents which is

probably appreciated by both sides since this has traditionally been an issue which has

caused conflict and resulted in agents' reluctance to book hotels either directly or via

GDS.
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Operational problems associated with GDS

The general role and contributions of GDS have been investigated but certain aspects of

these systems have attracted adverse comment. This question aims to assess which of

these factors are seen as significant.

DS D NO A AS

Commission costs from bookings via GDS are prohibitive 0% 50% 37% 12% 0%
(0) (6) (9) (10) (0)

Commission payments for no-shows booked via GDS are difficult to <1% 61% 2% 37% 0%
control. (1) (11) (7) (8) (0)
Problems arise because agents or our own staff lack expertise in the use 0% <1% 4% 94% <1%
or maintenance of GDS. (0) (1) (13) (11) (2)
The time required to maintain the system is excessive. 0% 12% 52% 36% 0%

(0) (8) (13) (6) (0)
GDS use involves excessive training requirement for staff. <1% 52% 36% 10% 0%

(1) (9) (12) (5) (0)
The choice of GDS or intermediate systems is bewildering 36% 36% 16% 11% 0%

(2) (7) (11) (6) (0)

Figure 7-17

Results

The question was not answered by five respondents representing a total of 1.5% of all

represented rooms. Percentages are based on rooms operated and figures in brackets

indicate the number of respondents in each cell.

Analysis

The most interesting aspect of the response to this question was the lack of support for

the widely held belief that commission costs are regarded as prohibitive and are a major

obstacle to the adoption of GDS by hotels. The weighting applied to the analysis of the

results causes them to reflect the views of the larger operators who are in a position to

deal with GDS directly both at company level to negotiate commission levels and at

operational level where the elimination of intermediaries removes a layer of commission

which smaller operators are obliged to pay. This is supported analysis using the room

percentage and the number of companies which shows that respondents representing

50% rooms were from only 6 companies. The administration of commission payments,
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especially for no-shows, appears not to be a major problem, again contrary to

expectations. Again there is evidence of the influence of larger companies.

Lack of staff or agent expertise in the use of systems is seen as a significant cause of

problems. The 94% of rooms represented only 11 companies suggesting that the large

hotel companies in particular are finding this to be a problem. However, the question on

staff training requirements suggests that the problem lies more with agency staff than

with the hotel's own. The onus appears to be on hotel companies to overcome this by

teaching agents how to find details of hotel availability, pricing and facilities using GDS

and then book through this means (Silver 1994) . The involvement with companies

outside their sphere of control would almost inevitably add expense and complication

which are factors for which GDS are already criticised. However, a total of 9 companies

holding 72% of rooms indicated that the choice of systems was not bewildering but since

the figures suggest that these were the larger companies which are more likely to have

access to staff with expertise in reservation systems technology.
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7.7.7 Development of GDS

Increased Role of Computer Reservation Systems

This question sought respondents' views on how important GDS would become over the

next five years and how the systems might eliminate existing sales methods.

DS D NO A AS

Membership of a global reservations network will become vital for all
,

0% <1% <1% 49% 51%
large hotels wishing to remain competitive since those which do not
participate will lose business.

(0) (1) (3) (17) (7)

Global systems will allow guests to deal direct with hotels and eliminate 14% 48% 20% 16% <1%
business houses and travel agents from transactions. (2) (13) (3) (9) (1)
Pictorial information systems (presently under development) will allow 0% 65% 21% 14% <1%
properties to be represented more accurately. (0) (7) (6) (13) (2)
Pictorial information systems will eliminate the need for brochures. 36% 63% <1% <1% 0%

(3) (21) (2) (2) (0)

Figure 7-18

Results

All except two companies responded to this question. Percentage figures are based on

room holding and figures in brackets indicate the number of respondents in each cell.

Analysis

The acceptance of GDS use appears to be widespread with a very small percentage

disagreeing with this suggestion. However, the suggestion that the role of middlemen

might be diminished as a consequence of increased direct sales did not receive support

with representatives of over 60% of rooms disagreeing with this. There was general

disagreement with the idea that brochures might be replaced by pictorial electronic

facilities offering potentially more accurate representation.

The most significant of these is the almost inevitable increase in the use of GDS and the

consequences of this. The subject is discussed at length elsewhere in this work.
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Involvement with GDS Operators

The degree of co-operation between hotel companies and GDS operators was

investigated in this question.

Yes No

Has your company been asked by a GDS operator to contribute an 70% 30%
opinion on these systems or requirements for future developments? (5) (23)

Some global reservation systems such as SABRE operate a trade forum 89% 11%
to allow hotels to discuss GDS developments and problems. (14) (12)

b) Is membership useful to your company 87% 0%
(12) (0)

If not part of a forum:

a) Do you feel that your organisation would benefit from membership 1% 10%
of one? (6) (6)

Figure 7-19

Results

This questions were answered by between 26 and 28 respondents. Percentages are by

room representation and figures in brackets are respondent cell sizes.

Analysis

The 5 companies invited to contribute opinion by GDS operators represented 70% of

the rooms. This is perhaps to be expected since these companies are likely to have

more experience of system use and to be more able to make suggestions or comments

about developments. All reported that the GDS companies were receptive and

responsive. This has implications for the smaller companies which may have to live with

the consequences of decisions based on the wishes of larger companies since they lack

the power to influence the direction taken by the system operators. Many of the

companies were members of a GDS from of some form but some of these exist only to

enable hoteliers to keep up to date with developments and lack any influence with

system operators.
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7.7.8 Electronic data interchange

The role of EDI is investigated since its role in providing an affordable general purpose

means of communicating routine transactions such as bookings or account information

is of interest to this research.

DS D NO A AS -

EDI will be, or is already, of considerable interest and use to this 0% 0% 32% 33%
,

0%
company in its purchasing and settlement of invoices. (0) (0) (11)1 (15) (0)

35%
(4)

EDI will be, or is already, of use as a means of receiving and 0% 2% 11% 52% 0%
acknowledging reservations. (0) (4) (8)/ (14) (0)

35%
(4)

Figure 7-20

Results

Four companies representing a fairly high percentage of rooms (35%) did not respond to

either part of this question. The percentage figures are calculated using room holdings

with cell sizes in brackets.

Analysis

The common application of EDI within hotels appears to be limited to wages or account

settlement, billing and inventory control. However, there does appear to be potential for

its application in number of roles such as communication of reservations where the use

of a standard format message is possible.

The response indicates an interest in the conventional applications of EDI and also

suggests that some companies support its use in reservation process. The high

percentage of no response or no opinion may indicate that the respondent was not

aware of the technology and its applications since it still seems to be regarded as a

technology rather than a means of trading.
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7.7.9 Subjective material

The open questions about GDS invited comments about the contribution of the systems

to long term planning; contribution to operational management; general benefits of GDS

use and the aspects of their use which caused most concern.

Contribution to Long Term Planning

The distribution aspects of GDS were cited as the most important contribution by most

respondents with the ability to access specific markets being particularly important. Use

of information from the systems appeared to be limited but the feeling was that even if

the contribution of GDS was small at present, this would soon increase. Lower

transaction costs and increased competitiveness by allowing the behaviour of other

hotels in the same market to be observed more closely were both suggested as ways in

which GDS contributed.

Contribution to Operations

There was strong indication that the contribution of GDS to operational management is

still limited. The main role appears to be in the area of yield management where again

the distribution facilities allow rapid publication of rate changes resulting in increased

occupancy and higher average room rate. Booking cost reduction is cited by two

respondents. Many respondents indicated that GDS had no role to play in the

operational management of their properties.

Most beneficial aspect of GDS use.

This question was included to establish whether GDS performed other useful functions

apart from those reported previously.

Various factors were seen as important. Most were related to planning and operations

but ease of use, contribution to profile and access to otherwise inaccessible business

were added to the list.
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Aspect of GDS use which cause most concern

The most concerning aspect appears to be the lack of emphasis put on hotels by the

GDS companies with consequent inability to represent properties adequately. The fear

of being trapped by companies which would increase rates once hotels had come to

depend on them was also voiced by respondents. Confusion about which system would

be best was a worry for some. However, while the overheads of cost, maintenance and

training were given as cause for concern, these were not as common as initial reading

had indicated might be the case.

7.8 Summary

The introduction to this survey stressed the influence of larger companies because of

the method analysis used. This has produced weighted results but their use is defended

on the grounds that multi-national companies do represent a significant force within

certain sections of the UK market while also holding a position of influence with the GDS

companies. Of 30 respondents, the largest 4 companies controlled an estimated 80% of

the rooms represented in the survey. The estimated total number of rooms

approximately 550,000.

The interest and use of computer systems for distribution appears to be considerable

with 97% of rooms controlled by the respondents being represented through GDS or

national booking systems. The main role of GDS appears to be as a distribution and

promotion medium. Between them GDS and viewdata are used to represent

approximately 97% and actively promote approximately 83% of rooms in this survey.

The contribution to planning centres on the access to new markets which the systems

can offer rather than any new product development based on the accuracy and

availability of incoming information about guests. The source of information for the latter

is still the internal property management or central reservation systems as might be

expected since GDS do not yet provide the necessary information in sufficient detail.

There is interest in the integration of company reservation facilities with global systems,

however, and the use of incoming information may become more important with time.

The use of global systems in conjunction with property management systems should

lead to more automated inventory maintenance and help to overcome the concerns
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which many respondents expressed about the time which this requires at present. It

would also open more opportunities for the use of yield management, which is seen as

an area where GDS contribute considerably, and help properties to capitalise further on

their investment in technology.

Acceptance that GDS use was becoming vital for survival was almost unanimous.

However, training of hotel and agency staff appears to be a problem which most

operators have still to overcome. There was less concern about commission costs and

payment administration than had been anticipated.

While GDS operators appear to be willing to involve hotel companies in their product

development process, these perhaps naturally tend to be the multi-nationals.

The use of EDI is not yet widespread but it appears that the hotel industry would be

receptive to the use of this technology as a means of receiving reservations.

The ways in which distribution systems have contributed to the strategic planning of

hotel operators and consortia appears to be similar for most of the respondents but the

role of the systems appears to be clearly defined. Their influence on operational

management is much less marked. The input from this stage of the work provides an

indication of the usefulness of different channels as experienced by the respondents.

Their accounts of how useful the systems are considered to be in practice are used in

chapter 10 to balance the theoretical view of the contribution which they can make.

7.9 Conclusions

There is widespread acceptance that GDS have a significant role to play in the future of

the UK hotel industry. They offer many hotels a means of expanding by reaching new

markets but are also likely to influence the size and shape of the industry by helping

certain operations to strengthen their position and driving others out of business.

The large hotel companies are established users of GDS and appear to enjoy good

relations with the system operators. It is natural that multi-national hotel groups and

distribution system operators should collaborate since they share similar problems and

stand to benefit from collaboration rather than competition. However, the involvement of
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a large hotel company in shaping GDS developments may result in facilities which may

be suitable for a global operation but do not offer a cost effective service for smaller

groups.

The need to make use of GDS is acknowledged by the majority of respondents to this

survey but some will be more able than others to withstand the effect of initial costs and

long term overheads. Smaller operators which cannot deal directly with GDS companies

will require the services of intermediaries. While larger operators are able to negotiate

reduced GDS charges through direct negotiation with the operators, smaller companies

have either to absorb these or pass them on directly then add third party commission on

top.

The use of GDS contributes to strategic planning by providing a medium through which

hotel operators can reach wider markets in which to generate new business. The

distribution role of systems is of more importance at present than their ability to gather

information. The potential benefits to be gained from the integration of systems are

illustrated by companies which reported that the combination of GDS with yield

management facilities contributed to increased business. However, while integration

brings benefits, many operators still use phone, fax and telex to pass booking

information from GDS or central facilities to their hotels. The impact of systems use on

the operation of properties is negligible in such a case.

The use of GDS to make hotel reservations is increasing although this is more

noticeable in the US than in the UK. Moves are being made to encourage more booking

through agents who in turn are more likely to use GDS. At the hotel, the time and cost

saving associated with this change in buying method may result in improved service

from staff who have to spend less time recording guest details at the time of booking or

check-in. However, it is possible that staff cuts may result from increased automation

and the need to make economies to offset the cost of equipment and fees or

commission.

This survey does not include information from either of the UK's two largest consortia.

Although both were approached on several occasions and at a variety of levels, neither

organisation agreed to contribute to the work. However, given the nature of consortia

and the autonomy which some members enjoy, it would be difficult to obtain

representative information from a single source so the absence of input from these
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sources is not considered to detract from the findings of this investigation. Responses

from individual hotels which are members of these consortia are included in both the

preceding and following surveys and have proved to be a useful source of information.

The overall picture which emerges from this survey is one of an industry which is coming

to terms with the technology at its disposal. It is proceeding cautiously and is not at a

stage where the full benefits offered by these systems are being exploited although the

contribution which systems can make is recognised. The largest operators are the most

active users of GDS since they have the requirement to make use of them and the

ability to afford and support them.

Multi-national operators with a presence in the UK are likely to be the greatest influence

on the use of GDS in this market since smaller operators feel forced to follow their lead

in order to remain competitive. Even small companies now see GDS as a vital part of

business.

The information gathered by the survey is not confined to UK hotel operations.

However, multi-national operators have a presence within this market and not only make

extensive use of GDS but can influence how the systems develop as a consequence.

This information has given an insight into the contribution of systems to planning and

operations. These findings are used to support a later part of this work which considers

how the use of distribution systems can enable a hotel business to gain competitive

advantage or compete with its rivals.
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8. Primary Research: Third Stage

8.1 Overview

The purpose of the first survey was to investigate the general use of computer

reservation systems within the UK hotel industry. The second survey then examined

the ways in which companies with more experience of GDS made use of the systems in

their planning and management and investigated respondents' views of the importance

and increasing use of GDS. This stage of the work now builds on the previous surveys

by investigating the existing and developing role and influence of these systems within

the specific sector of the UK hotel industry where their use is considered most likely to

increase. The analysis of this survey is more lengthy since this piece of work is seen as

being indicative of current practice and prevailing attitudes in medium sized hotels in the

UK, i.e. those with between 50 and 200 rooms. Only from a sound knowledge of these

factors can the implications of developments by distribution system operators and users

be assessed.

If distribution system use increases as results from the previous surveys indicate might

happen, the initial impact is most likely to be on medium sized hotels. It is possible that

no two hotels will start from the same point when evaluating the costs and benefits of

representation through a distribution system. The motives for adoption may differ for

each property so not all will benefit from using the same systems or degree of

integration. Subsequent stages of the work aim to indicate the factors and influences

involved in how best to access GDS and to consider the implications of increased

system use. The results of this section are hoped to provide an illustration of the

reasons for change and the implications of these. It also serves as a starting point for a

longitudinal study of the use and integration of GDS facilities by hotels.

8.2 Aim

The overall aim of this survey is to produce a general assessment of the current use of

GDS by medium sized hotels in the UK. It is proposed to use this information in

conjunction with the findings of the previous two surveys to produce a consideration of
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the implications resulting from a predicted increased in the use of GDS for booking

hotels.

The results are also to be used in the development of a model which indicates the best

means of information distribution and collection for a hotel according to requirements

and constraints.

8.3 Rationale

The UK hotel industry contains a large percentage of small or medium sized privately

owned properties. This differs from the industry in the US where groups with large

properties dominate. The first stages of primary research indicated that system use was

a function of property size and that there was a minimum size below which use of

computer systems was considered not to be cost effective. It also showed that although

a number of properties made use of computer systems for property management and

appeared willing to consider the use of GDS, very few actually did so. The second

survey indicated almost unanimous agreement among representatives of hotel groups of

all sizes that access to GDS would become vital within the next five years although it

must be emphasised that the these results were influenced considerably by responses

from large multinational hotel chains. Many of the respondent companies hold positions

of influence within their markets and some also contribute to setting the direction of GDS

developments. There are also indications from this survey that most groups are aware

of the growing need to understand and respond to the influence of systems. Most larger

companies appear to be taking steps to make use of GDS. If their use of systems does

develop as the findings indicate, many independent hotels may also need to be

represented through the systems in order to retain business.

Approximately 30% of UK hotel rooms are in properties in the 50 to 200 room range

(Slattery 1992) and although these are of a size where the use of property management

systems or similar cornputerised reservations facilities may be viable, some hotels in this

sector do not use computers in any form. For these, the use of GDS does not simply

involve a progression from one form of information system to another. It may require

significant involvement in planning, implementation, education and support, all of which

demand an understanding of the role of the system as well as the technology. Prior to

the adoption of GDS, the benefits which systems can offer must be weighed against the
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implications such as cost and complexity of operation while the consequences of

deciding against using GDS must also be considered.

Many groups and consortia have central information technology support and advice

facilities to which member hotels can look for assistance. However, many managers of

hotels in private ownership and some which are members of small groups may find

themselves making decisions about GDS without even being aware of some of the

important factors which they should take into account. The decision on whether or not

to use GDS may have serious long term implications for their business as will their ability

to assess the suitability of the variety of routes through which information can be

exchanged between properties and the various distribution systems. Results from the

first survey indicate that respondents faced problems when trying to determining which

of the many representation services, distribution systems or intermediaries best met their

specific requirements. This appears to result from the shortage of objective comparative

material which can be used to assess the various options. This survey aims to address

this by investigating the extent to which respondents consider that distribution systems

have contributed to the achievement of certain business aims. The results are used to

contribute to the development of a guide which relates specific aims to system

requirements and then identifies generic types of system which meet these.

Since the complete work aims to include a consideration of the implications of GDS use

for the UK hotel industry, this stage aims to provide information about the present state

of affairs in the sector which is considered the most likely to undergo change within the

next few years. The reasons for hotels to be represented on GDS are investigated and

the extent to which present systems can meet specific needs are considered. Factors

which respondents perceive as incentives or problems are investigated for inclusion in

the development of a model. This aims to illustrate the factors which determine the

optimum routes to market by indicating that although each may meet specific

requirements there are generally prerequisites or drawbacks which must be taken into

account.

8.4 Objectives

This aim of this stage of the work was to analyse present GDS use and acceptance at

property level. The results were to form the basis for an assessment of possible future
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use and the implications which this would have for these hotels and their industry. The

survey was also intended to investigate the respondents' reasons for using GDS and the

consequences arising from their use. This information contributes to the development of

the model which aims to identify the factors which should be considered when assessing

the fit between what a hotel requires from a distribution systems and the facilities which

the various systems and intermediaries can offer.

The objectives associated with the achievement of these aims are:

• to identify the sector where a specific investigation of GDS use would yield

meaningful results;

• to compile an adequately large database of properties for inclusion in a survey;

• to select an appropriate sample from the database;

• to devise a suitable means of assessing system use within this sector;

• to conduct the investigation and analyse results.

8.5 Method

8.5.1 Sector Identification

The intention behind this objective was to ensure that a survey was directed towards

recipients who had experience of GDS or were at least aware of the systems and might

have considered making use of them. It was also important that respondents

represented hotels in private ownership so that this work did not become a unit level

duplication of the second survey by containing only material supplied by hotel groups.

The results from the first questionnaire suggested that properties in the range of 50 to

200 bedrooms were most likely to meet both criteria so the survey was focused on this

band.

8.5.2 Database Compilation

The original hotel database contained approximately 450 hotels in the target size range

and although this was still a small percentage in UK terms, it was deemed to be

adequate for the purposes of an investigation which sought indicative results.
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8.5.3 Survey Method

The abortive attempt to conduct telephone surveys with 50 respondents in the second

survey suggested that this method would not be practical for a sample size of over 400

properties. A postal questionnaire was considered to make the most effective use of

time and resources.

The questionnaire document was similar to that used in the second survey. However,

the content was altered since the targets were managers of hotel properties rather than

group managers as in the previous survey. The resulting document is large and covers

a considerable number of topics in detail. However, it was felt that the breadth and

depth of questions were necessary to cover the subject area adequately.

8.5.4 Sample frame selection

All of the hotels from the original database which were in the chosen size range of 50 to

200 rooms were used in the survey. This resulted in a sample which included a number

of group owned hotels. It was considered that this would allow comparison between the

approaches to GDS according to ownership type and also provide an indication of

differences of opinion which existed between group management and unit level

managers.

Once duplicates had been eliminated from the database the remaining sample included

440 properties.

Sample Frame Errors

The relatively small size of the sample frame used for this survey is likely to have

resulted in the omission of certain property profiles and contributed to the bias which is

described in the section on analysis. The selection of a sample from a larger, potentially

more diverse range of properties could have produced a more balanced initial target

group which could have yielded more representative findings. It is also possible that

reducing the number of rooms used as the lower boundary of this group would have

increased the range of property types targeted and consequently helped to reduced the
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clustering of hotels with similar characteristics or affiliations experienced during this

survey.

8.5.5 Conducting the Survey

The response figures from the first survey indicated that a large percentage of recipients

either had no interest in the subject matter or did not have time to complete the

questionnaire. Since the reasons for not returning the document could yield useful

information about attitudes towards GDS, the initial document used in the third survey

included a box on the front cover to be ticked by respondents who had no interest in the

subject.

Pilot Survey

The questionnaire was piloted with the assistance of the management of two local

hotels, staff and students within the Department of Hospitality and Tourism Management

at Napier University and lecturing staff at Strathclyde University. Minor revisions were

made to the layout to make the appearance of the document less daunting but the

content remained unchanged.

Questionnaire Coding

Each document included a unique identifying code incorporated in the return address so

that a follow up survey could be conducted in case of poor response. The ability to

follow up was helpful if it became necessary to obtain supplementary property

information from sources such as the HTI guide.

8.5.6 Response

The survey questionnaire was sent out to the general managers of the 440 hotels in the

original database which were indicated as having between 50 and 200 rooms. A copy of

the survey document can be found in Appendix E. An initial response of approximately

15% was received within three weeks of the initial mailing. Of these, 17 respondents

had ticked the box indicating no interest in the subject.
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A follow up mailing was carried out to a random selection of 100 of the initial recipients

who had not responded by the end of the third week. The document included a more

detailed question on the front cover which allowed respondents to return blank forms

with a more detailed reason for not completing them. It also included an incentive in the

form of a £25 donation to the charity nominated by the sender of a questionnaire chosen

at random from the completed forms. The response to this was interesting if not

encouraging since it resulted in only 20 responses of which eight were completed. Only

one respondent nominated a charity so there was no need to conduct a draw.

Size of target group

A total of 10 questionnaires were returned by the Royal Mail following attempts to deliver

them to hotels which had ceased trading. The final sample size was therefore taken as

430 properties.

Weighting of results

All replies were given equal weighting even if they were received from hotels which were

members of the same group. Although the survey aimed to assess the degree of use, it

did not seek to calculate percentage figures for the industry so this weighting is

considered to be appropriate.

8.6 Survey Results and Analysis

8.6.1 Method of Analysis

The calculations used in the analysis of this survey are based on the number of

respondents in each cell. The application of weighting which was used in the previous

section is not considered to be necessary in this case since responses represent

properties which are equivalent for the purposes of this work.
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8.6.2 Comments on Results and Analysis

The following results are based on the completed replies received from a total of 55

hotels which is 12.8% of the survey sample. The total response amounted to 19.3%.

The number of completed documents represents a low response. Percentage

responses of this order appear to be common in surveys targeted on the hotel industry.

However, the quality of the information supplied was found to be very high with most

respondents appearing to offer well-founded opinions on the subject of GDS.

This may be expected with a survey of this kind since the document itself was bulky and

contained many questions on what is still considered to be a specialised area. The

document had been revised during the pilot process in an attempt to minimise the effort

required to complete it. The resulting questionnaire was considered to offer the best

compromise between collecting the information of interest and receiving an adequate

number of responses. Although notes were provided to introduce and explain GDS,

DMS and EDI, it appears that most respondents were already aware of much of the

technology covered by the survey and had considered its application to their business.

As with the other surveys, it is acknowledged that the initial sample size and response

figures do not allow extrapolation of results to represent system use and user attitudes

throughout the UK hotel industry. The intention of this work is to provide an indication of

the current state of affairs and base general findings on these.

Non-response errors

Incomplete replies were received from 28 hotels which indicated that they either had no

interest in the subject or were interested but had no time to fill in the document.

However, this was an insufficient number of replies on which to base an interpretation

which aimed to explain the reason for the high percentage of non-responses.

The potential bias introduced by the low response is considerable in the case of this

survey. Almost 20% of the respondents were members of a consortium which had

recently introduced an ambitious system to integrate a computerised central reservations

facility with a global distribution system. As a result, they exhibited a high level of
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interest and understanding of this technology and associated issues which appears to

be unrepresentative of the industry as a whole, on the basis of the results obtained

during the earlier research. The distortion which would be caused by extrapolating the

results of this later survey to cover all hotels in this size band would be considerable.

This would seem to be particularly unreliable given that the earlier work also indicated

that lack interest in distribution systems seems to be in inverse proportion to the size of

property.

The use of follow up calls to investigate the reason for non-response would have proved

a useful method of establishing the general views of the 80% of recipients who did not

return the survey document.

8.6.3 Hotel Details

Hotel Size

Results

The number of hotels in the size groupings used by the survey was as shown in the

following table:

Number of rooms 50-99 100-199I 
Number of properties 38 17

Figure 8-1

Analysis

The composition of the sample was in line with the anticipated figures based on results

from survey 1 and the work of Slattery (1992), both of which indicated that there are

approximately twice as many hotels with 50-99 rooms as with 100-199 rooms. The total

number of rooms represented, based on the size of properties reported in the source

material, is approximately 4000. This is approximately 0.7% of the estimated total

number of rooms controlled by respondents in the previous survey and corresponds to

roughly 0.8% of the room stock in the UK market.
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Hotel Ownership

The pattern of hotel ownership among respondents was as follows

Ownership / Affiliation Number of Properties
Privately owned, unaffiliated 15
Privately owned, consortium member 12
Group owned 28
Other - please specify 0

Figure 8-2

Results

The total response was divided almost evenly between group and privately owned

properties. The private properties were split between unaffiliated and consortium

membership in the ratio of 5:4.

Analysis

This composition gives a useful cross section for comparison of attitudes and

experience within the main groupings. The number of group hotels exceeds the number

of privately owned properties which is not in line with the general structure of the UK

hotel industry. However, results from the previous survey indicated that there can be

considerable experience of GDS use within groups. The views and findings of

management at unit level may vary considerably from those of board level management

so the information from these respondents is considered to be of great interest.

Group or consortium membership

Local National International

Private, Consortium

0

10 2

I Group Owned 2 17 7

Figure 8-3
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Results

Membership of national consortia and groups accounted for the majority of affiliated

properties. These organisations ranged in membership or ownership size from 180 to

3600 properties.

Analysis

The results of this survey are intended to reflect use of GDS in UK properties. The

inclusion of hotels which represent international operations allows comparisons where

appropriate but the majority of respondents can be considered to represent UK views

and experiences.

8.6.4 Source of Business

Comparability of Responses

All respondents supplied 1993 figures so all analysis is based on comparable data.

Market

The market which the hotel serves hotel's and the ways in which bookings were received

by the hotel are investigated as background to allow analysis of system use by market

sector and to assess the use of and need for GDS in the reservation process.

Room nights split by markets in 1993

>65% Business >65% Leisure 35% - 65% Don't Know
33% 44% 23% 12

Figure 8-4

Room nights split by guest origin in 1993

>65% UK >65% Overseas 35% - 65% Don't Know
79% 14% 7% 14

Figure 8-5
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Results

The figures indicate a higher percentage of business than leisure room nights but hotels

serving both markets were in the majority. UK visitors were also in a considerable

majority. Percentages were calculated using the total number of rooms represented.

The estimated total of rooms was obtained by using the average figure for the size

range which each hotel was within.

Analysis

The figures show a nearly equal division between business and leisure guests. The

high percentage of UK guests does suggest that results may reflect the behaviour and

attitudes of property management working to attract or retain predominantly domestic

business and therefore not interested in the use of global systems. However, the results

of the previous survey indicated a considerable degree of interest in GDS for the

purpose of reaching new markets, particularly overseas. Hotels which already have a

large number of UK guests may therefore be the most likely places to find an interest in

developing business through the use of GDS so this result is not as disheartening as it

may appear.

Source of Bookings

This question aimed to establish the origin of bookings in order to assess the potential

usefulness of computerisation of the reservation process.
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Source %
to hotel or central reservation office direct from guest.

.
62

to hotel or CRO via tourist information centre or travel agent 15
to hotel or CRO via hotel agency 12
to hotel or CRO from other sources - please specify: 9

Figure 8-6

Results

A total of 16 respondents were unable to supply this information. Of those which did

respond, the figures show a high percentage of bookings direct to the property from

guests with travel agent and hotel agency figures approximately equal. Bookings from

other sources were largely accounted for by bookings direct to the hotel company from

tour operators.

Analysis

This question provided similar results to those found in the initial survey and are

supported by the findings of Morrison (unpublished work, 1994). The implications of

these results are significant since they indicate that the hotels in the survey do not

depend on the users of GDS for most of their business.

As a result, the motivation for a hotel to be represented on GDS would appear to come

from an awareness of potential benefits or developments in system use and competitor

behaviour rather than as a result of pressure from existing sources of business.

8.6.5 Computer Reservation Systems

Use of computer facilities in reservation process

This question investigates the use of computer reservation systems of all kinds with a

view to assessing the extent to which property management systems and central

facilities are, or could be, integrated.
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Hotel Ownership X System Use None Central In hotel
Group Owned 3 6 19
Private, Consortium member 0 6 6
Private, Unaffiliated 7 0 8

Figure 8-7

Results

The 55 responses to this question indicated a predictably high degree of use within

group owned properties.

A total of 20 respondents indicated that their systems were linked to other computer

facilities. Eleven of these were consortium members and the remainder were group

owned. Two of the connections were between machines in group owned properties and

central mainframe computers. The others were generally from PCs linked to group or

consortium central reservation facilities although one respondent made use of an

electronic mailbox for deposit and collection of booking information. Properties which

did not have linked systems used one or a combination of phone, fax and telex.

All of the consortia hotels had access to computer reservation facilities of some kind.

Analysis

Fewer than 20% of the responses were from hotels with no computer reservation

system. While the size of hotels included in the sample was chosen because of the

likelihood of the use of systems in these properties, this is still a high percentage.

However, as the introduction noted, the response may be biased by the high level of

knowledge and interest of those who chose to complete the questionnaire. As a result,

these figures are not taken to be indicative of the degree of system use and integration

throughout the UK hotel industry.

The results do indicate that consortia appear to be taking an active role in the

introduction of integrated facilities for privately owned hotels. The adoption of GDS

involves the consideration of many issues which some small or medium sized

independent hotels may lack an appreciation of. Consortia can often offer their
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members guidance and help to ensure that these implications are understood

sufficiently so that GDS can be accessed and used cost effectively. They can also offer

better bargaining power through their pooled use of services and ability to offer internal

training and support services,

8. 6.6 Global Distribution Systems

Use of GDS

This question aimed to investigate the extent to which GDS were used by hotels in the

various ownership groups and to assess the significance of bookings received through

this channel.

Represented on GDS Yes No
Group Owned 19 9
Private, Consortium member 10 2
Private, Unaffiliated 2 13

Figure 8-8

Ownership \ Adopt GDS Not at all < 1 year <3 years
2Group Owned 5 2

Private, Consortium 0 1 1
Private, Unaffiliated 8 3 1

Figure 8-9

Results

More than half of the properties were represented on GDS. However, a number of

these were owned by groups which were represented by more than one property in this

survey.

The percentage of rooms booked using this method ranged from less than 1 to

approximately 35. The average was slightly over 7%, calculated using the hotel size

multiplied by the percentage bookings received via GDS, summed for all responded to

this question.
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The most popular global distribution systems were Galileo, Sabre and Amadeus.

Intermediaries and agencies such as HotKey and Utell were also named as was Wizcom

although it was not clear whether the involvement of this company was through the

provision of CRS services or switching facilities. Some hotels were represented on all of

the major systems through the use of intermediaries such as Utell.

Booking information from GDS was passed to properties by a variety of means with the

most common being through an agency (9/23) and intermediaries and consortia facilities

each having 7 users. A total of 8 respondents did not answer this question.

Of the 24 properties not presently represented using GDS, one respondent did not

answer this question and 13 indicated that GDS use was not being considered at all.

Six of the remaining 10 indicated that they would consider GDS use within the next year

while the remainder would consider it within three years.

Analysis

The range of responses to this question indicates that many of the respondents did not

know precisely what a GDS was or what the systems in use in their properties were.

This contention is supported by the work of Buhalis (1994) which indicates that even

some of the apparently well informed and interested respondents might be not be aware

of what their the capabilities of their systems are. In this case it is unlikely that they

would be able to take full advantage of the facilities on offer and might be missing

opportunities which are available to them.

Despite the uncertainty about the role of companies such as HotKey and Wizcom in the

proceedings, the figure for bookings from these sources can be included in the total.

Although these are not distribution systems, they form part of the channel between

global facilities and hotels so bookings received through them can be considered to

have originated at a GDS terminal. This large increase from the figure obtained during

the first survey may be a result of the reported general increase in the use of GDS. It

may also be due to the specific focus of this survey which targets a sector of the

industry which showed the potential for increased GDS use.
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Almost 25% of respondents had no plans to adopt GDS. This is not surprising since

there still appear to be a number of reasons for hotels to continue without the use of

these systems. These are discussed at length later but include the percentage of direct

bookings which a hotel receives, the geographical origin of guests and specific market

for which the hotel caters.

8.6.7 Use of systems

This section aimed to identify the attitudes which hoteliers in medium sized UK hotels

had towards GDS use. Respondents were asked to complete this section whether or

not they used GDS.

General Views on GDS

This question investigated respondents' opinions on the role and importance of GDS by

inviting response to a number of suggestions.

GDS are an increasingly important source of business for hotels of this size.

Ownership No
Response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

4Group Owned 3 4 1 5 11

Private, Consortium 1 8 3

Private, Unaffiliated 6 5 2 2

Figure 8-10

Results

Figures in cells represent the number of respondents. A total of 13 responses indicated

no opinion or did not complete the question. There was strong agreement with this

suggestion except in private unaffiliated hotels where opinion was split.

Analysis

The significance of GDS appears to be widely acknowledged although acceptance of

these systems is by no means complete in any sector. Although the results indicate that
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a very high proportion of consortium member hotels supported the suggestion, the cell

sizes are small and the bias of respondents may be responsible for this. However, there

are indications that the majority of hoteliers now think that the use of GDS is important to

their business.

GDS will, or have already, become a vital source of information for product and market

development for this hotel.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

Group Owned 4 4 1 7 9 3

Private, Consortium 1 1 9 1

Private, Unaffiliated 4 1 6 3 1

Figure 8-11

Results

The suggestion was supported strongly in consortium properties. Respondents in group

hotels also indicated support but less strongly while there was quite strong opposition to

the suggestion from the unaffiliated sector. Thirteen respondents held no opinion or did

not complete this question.

Analysis

The responses from representatives of group properties contrast with the findings of the

previous survey which indicated the widespread interest in the use of GDS for market

development. There could be a number of reasons for this but a likely cause is the

difference in perspective between unit and group management. The limited contribution

which GDS make to product development has already been discussed and this may also

have been a factor which influenced the responses.

The apparent importance to consortium member hotels may be distorted as

acknowledged earlier but the access to new markets which GDS offer may well be seen

in a very favourable light. Another influence on this result is the fact that many of these

hotels were members of a consortium which had recently embarked on project which

would allow its members to offer on-line inventory information through GDS via a central
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reservation system. The responses may reflect the fact that management of these

properties would recently have been exposed to a considerable amount of background

and promotional material about GDS so would presumably be fairly knowledgeable and

perhaps quite enthusiastic about the systems.

GDS are of no signcance to this hotel or others similar to it.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

1Group Owned 3 3 6 13 2
Private, Consortium 1 5 6

Private, Unaffiliated 4 2 3 6

Figure 8-12

Results

Eleven respondents either did not answer or had no opinion. The remainder gave a

strong indication that GDS are considered to be significant in the group and consortia

sectors but that decision is split in unaffiliated hotels.

Analysis

Most of the group and consortium properties were represented through GDS which

indicates that management of these concerns considers GDS use to be worthwhile or

necessary. Only 2 out of 15 unaffiliated properties were represented so this response

shows that management of some properties which do not use the systems must

consider them to be of significance. The implications of this in terms of how these hotels

can, and plan to, respond are discussed later.

Use of GDS by agencies is increasing so this hotel needs to be represented on these systems or

else risk losing business.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

5Group Owned 3 5 1 14

Private, Consortium 2 6 4

Private, Unaffiliated 2 7 4 2

Figure 8-13
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Results

Twelve replies indicated no opinion or did not give any response. The remainder

showed strong support for this suggestion among management of group property and

consortia while that of unaffiliated hotels again indicated disagreement.

Analysis

Group and consortia hotel management indicated the pressure to use systems to

maintain levels of business. Again, the unaffiliated sector gave an almost balanced

response which is not yet supported by use of GDS in these properties. However, it is

natural that the interest and awareness in this technology should be more evident than

signs of its adoption, especially within independent hotels.

Electronic mail and trading services to which the GDS network offers access are potentially

useful to this hotel.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

1Group Owned 3 8 1 2 13

Private, Consortium 4 1 7

Private, Unaffiliated 5 5 5

Figure 8-14

Results

There were a total of 20 respondents who indicated no opinion or gave no response to

this question. Of the remainder, there was a general show of strong interest in e-mail

and associated facilities except among unaffiliated properties where agreement was

split.

Analysis

The benefits which can be derived from e-mail may be perceived as being available only

to large organisations that have many units which need to keep in contact with each
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other or with a central location. This may go part way towards explaining the response

to this question. However, the potential general usefulness of this technology appears

to be appreciated by some respondents in unaffiliated hotels. The ability to use an

electronic post-box for communication of bookings could prove useful to a small property

where the distribution services of GDS are required although the level of business from

this source can not justify a direct connection.

GDS would only be of interest if our competitors made use of them.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

Group Owned 3 3 3 15 4

Private, Consortium 1 1 8 2

Private, Unaffiliated 4 1 7 3

Figure 8-15

Results

Eleven "no opinion" or "no answer" responses were received. The remaining responses

showed marked disagreement with this suggestion in all sectors.

Analysis

Responses to this question should be considered in conjunction with the previous

questions about use of information and significance of GDS. The interpretation of the

figures then differs by sector.

In the group and consortia properties, the support for GDS is already considerable and

the contribution of these systems to development of markets is appreciated. There are

perceived benefits in terms of increased occupancy through GDS representation and

acknowledged risks of lost business from opting not to use the systems. It is therefore

likely that these hoteliers would use GDS of their own volition. However, they might feel

pressured in to doing so because of the actions of their competitors if there were not

already sufficient reasons to adopt them.

Independent hotels appear to hold a different view of the usefulness and suitability of

systems. Their apparent reluctance to be pressured by competitors may result from
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their independence combined with a wish not to use systems regardless of what others

may choose to do.

Role of GDS

This question investigates the use made of global distribution systems and how

important the specific functions are considered to be:

Means of access to specific sales outlets e.g.: business agencies.

Ownership No Response Would not use Use, not
important

Use, consider
important

Group Owned 7 2 6 13

Private, Consortium 1 11

Private, Unaffiliated 2 4 2 7

Figure 8-16

Results

There were 10 no-responses. The use of GDS for this purpose was widespread

although not all respondents indicated that this function was considered important..

Analysis

Respondents from all sectors indicated that this would be an important function. Given

that system development is heavily agent led and that the prime aim of system operators

is to secure business from as many agents as possible, this result is to be expected.

However, the fact that some respondents indicated that they would not use GDS for this

purpose is surprising and raises the question of the reason why they use GDS.

Way of keeping hotel's name noticed alongside competitors

Ownership No Response Would not use Use, not
important

Use, consider
important

Group Owned 5 2 5 16

Private, Consortium 12

Private, Unaffiliated 2 5 5 3

Figure 8-17
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Results

There were 7 no response replies to this question. The management of affiliated hotels

showed strong agreement with this suggestion but again this was limited in independent

hotels.

Analysis

GDS appear to offer a useful means of raising or maintaining the profile of a hotel.

However, this may only apply to properties which are associated with the well known

name of a particular brand or organisation which GDS can bring to the attention of

agents. This would explain why managers of independent hotels did not feel so strongly

that GDS could help them to stay noticed. The services offered by GDS which enable

hoteliers to attract agents making hotel bookings include simple promotions which are

included in subscription fees and more elaborate facilities which offer more but also

involve more expense. Operators of independent hotels are in the weakest position in

terms of ability to negotiate with GDS over rates and may be obliged to increase room

rates to cover the cost of layers of commission charges. It is not surprising that many

such do not see GDS as a preferred way of maintaining a high profile for their property.

Source of information to assist product development.

Ownership No Response Would not use Use, not
important

Use, consider
important

Group Owned 6 3 12 7
Private, Consortium 1 6 5

Private, Unaffiliated 2 7 4 2

Figure 8-18

Results

Eight respondents did not give an answer to this question. Most respondents indicated

that they either did not consider GDS to be important in this role and most independents

indicated that they would not use the systems for this at all.
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Analysis

The response to this question is in line with the results of the second survey which

indicated that the use of GDS in product development was very limited. This suggests

that the limitations of these systems are understood. The service which they are

intended to provide involves distribution of information rather than the collection of data

for analysis of guest preferences.

Method of promoting new products.

Ownership No Response Would not use Use, not
important

Use, consider
important

Group Owned 5 3 5 15

Private, Consortium 2 3 7

Private, Unaffiliated 2 5 6 2

Figure 8-19

Results

Seven respondents did not complete this question. The remainder followed the usual

pattern with most support and interest being shown by group or consortia members and

respondents from independent properties showing less enthusiasm for this use of GDS.

Analysis

There appears to be a general lack of active interest in GDS by independent sector

hoteliers. The promotion of new products may be thought to be comparable to

maintaining the profile of a property and the considerations are therefore the same.

Source of information for long term management planning.

Ownership No Response Would not use Use, not
important

Use, consider
important

Group Owned 5 10 9 4

Private, Consortium 1 8 3

Private, Unaffiliated 2 6 4 3

Figure 8-20
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Results

A large number of respondents in all categories indicated that they would either not use

GDS for this purpose or that system use in this role would not be considered important.

Seven respondents did not reply to the question.

Analysis

The predominant role of GDS as a distribution medium is supported by the results to this

and similar questions. The limited ability of existing systems to provide useful

supplementary information influences the need for system integration. As a

consequence, any assessment of the suitability of the various means by which a

property can exchange reservation information with GDS should take into account the

high cost and limited return which integration offers at present.

Distribution medium for rates calculated using yield management.

Ownership No Response Would not use Use, not
important

Use, consider
important

Group Owned 6 4 5 13

Private, Consortium 3 6 3

Private, Unaffiliated 2 7 4 2

Figure 8 -21

Results

There were eight respondents who did not answer this question. The remainder showed

general support for the suggestion but again respondents from independent hotels

showed less enthusiasm.

Analysis

Yield management (YM) involves setting rates according to market forces in order to

obtain the optimum return under all conditions. The process requires a knowledge of

buying patterns, local and global factors and financial constraints and targets which

Primary Research: Third Stage 	 171



must be complied with. When practised successfully, the price information which results

from calculations must be made available to would-be customers or guests, sometimes

very quickly. The use of GDS for the rapid distribution of rates and availability would

appear to be extremely beneficial to properties where YM is in use.

The limited importance placed upon the role of GDS in support of YM may be because

of the problems involved in maintaining rate information rather than as a result of any

general unsuitability of GDS for this task. The use of GDS in conjunction with property

management systems using YM appears to be limited to very large hotel chains at

present. The potential benefits derived from automated YM systems are considerable.

However, general use of GDS still involves much work so their use in conjunction with

more advanced applications may take a while to become widely adopted. Ironically, this

application is one which could save time and bring returns but the set up costs and

maintenance may appear to be excessive.

Exposure in new or wider markets e.g.: tour operators based overseas.

Ownership No Response Would not use Use, not
important

Use, consider
important

Group Owned 5 1 6 16

Private, Consortium 3 9

Private, Unaffiliated 2 3 4 6

Figure 8-22

Results

Seven respondents did not answer this question. All sectors showed support for this

application of GDS.

Analysis

The role of GDS as a means of reaching new markets is of interest to most users. The

results of this question give further evidence that this is the most important function.

This question does not give an indication of the importance of GDS for the specific

purpose of reaching tour operators overseas. However, anecdotal evidence indicates
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that there is demand from these parties for more hotels to be included on GDS so this

specific function may be seen as important by some hoteliers.

Source of information for operational management.

Ownership No Response Would not use Use, not
important

Use, consider
important

Group Owned 5 8 11 4

Private, Consortium 6 4 2

Private, Unaffiliated 2 6 5 2

Figure 8-23

Results

There were seven responses with no answer to this question. This application was not

seen as important in any sector.

Analysis

The information available from GDS is usually limited to basic guest information and

incoming flight segment details although some systems also include frequent flyer or

guest particulars. This is of limited usefulness to operational management except for

identifying guests who had stayed previously. Information from earlier visits can be used

to help staff provide faster check in and to alert house keeping to any particular

requirements. However, this level of detailed information generally appears to be kept

by larger organisations which have shared central facilities to allow access from all

properties. Once the guest's name is known, this more useful information can then be

obtained without the use of GDS. Although flight details might be of interest if a plane is

late or diverted, this would require active investigation by staff which is unlikely to

happen. Since their potential contribution is so limited, it is therefore not surprising that

most respondents did not consider GDS to be important suppliers of operational

information.
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Other comments

Results

Only one respondent completed this section. The reply indicated that GDS were

considered an important souse of information to allow geographical analysis of the origin

of business

Analysis

Most respondents indicate that they considered GDS useful for reaching new markets.

The analysis of guest information is necessary to evaluate the true importance of this

function to a business and this respondent obviously used booking records from GDS to

do this. As GDS become more widely used, it is probable that the potential uses of even

the limited information available at present will be explored as hoteliers learn more about

the systems and understand how to obtain as large a return for their outlay as possible.

Potential Benefits

This question proposed a number of ways in which the use of GDS could offer benefits

to a hotel. It was intended to evaluate the reaction to suggestions about the suitability of

GDS and their ability to contribute to a business. It also adds depth to the previous

question by investigating attitudes rather than assessing use.

GDS provide the most obvious and effective means of reaching our chosen market.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

2Group Owned 7 3 2 15

Private, Consortium 1 2 8 1

Private, Unaffiliated 6 2 6 1

Figure 8-24
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Results

The respondents indicated general agreement with the suggestion. Seventeen gave no

response or no opinion but support from the remainder was found in all sectors.

Analysis

Although not all of the respondents made use of GDS, the suitability of the systems is

widely acknowledged, even by independent hoteliers. The difference between the

figures here and those for system use are likely to be as a result of the cost and

suitability of access methods available to smaller properties.

Use of GDS makes property details and reliable inventory information easily available to agents

resulting in increased bookings.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

2Group Owned 6 1 3 16

Private, Consortium 1 1 8 2

Private, Unaffiliated 4 2 6 3

Figure 8-25

Results 

The response indicated that the use of GDS was seen as a means of increasing

business. Twelve respondents did not reply or offered no opinion.

Analysis

While the usefulness of GDS is accepted by a wide cross section of respondents, the

most important benefit must surely be their contribution to business through increased

bookings. The results of this question show that hoteliers feel that GDS contribute to

their levels of business. This appears to be good news for the GDS companies since it

indicates successful use of their systems. However, the figures used to produce these

results would be of interest. Figures show that GDS use is growing generally (Reynolds

1994) and various economies are in recovery after a period of recession. In such an
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environment it is difficult to identify with any certainty that GDS are in themselves a

factor in increased booking. While increasing agency involvement in hotel bookings

combined with more widespread use of GDS may combine to produce more business

for hotels, these may not be the only factors which have led to increased business from

this source.

GDS bookings provide detailed information which enables the hotel to provide high quality service to

guests.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

1Group Owned 6 4 8 9

Private, Consortium 4 2 6

Private, Unaffiliated 7 2 6

Figure 8-26

Results

There were seventeen no responses or no opinions. The remaining responses indicated

that there was agreement with the suggestion in all sectors.

Analysis

These results conflict with responses to earlier questions. The usefulness of GDS is not

generally considered to result from the information which they provide but from the

distribution role. However, as discussed earlier, the systems do give guest details which

can be used to help with the provision of high quality service by identifying a guest in

advance and eliminating the need for information to be requested and entered. The

response may also reflect a lack of knowledge about the precise source of information

on the part of the respondent since to many it may be that CRO and GDS are

synonymous.
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Information from GDS can be used by existing systems which reduces workload and cuts costs of

reservation processing.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

2Group Owned 6 4 2 7 7
Private, Consortium 4 1 1 6

Private, Unaffiliated 11 3 1

Figure 8-27

Results

Twenty five respondents either did not respond or did not offer an opinion. The

remainder showed opinion slit in group properties, support in consortia and

disagreement in independents.

Analysis

The independent sector results reflected the lack of hotel systems through the high

number of respondents with no opinion. The support from respondents in consortia

again may indicate their recent involvement in an integration project. The lack of

integration of property or central systems and GDS in some groups may be the cause of

this sector's evenly split response.

GDS helps administration of commission payments to agents which encourages bookings and increases

potential business.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

3Group Owned 6 4 4 11

Private, Consortium 3 2 7

Private, Unaffiliated 9 1 4 1

Figure 8-28
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Results

The group and consortia respondents supported this suggestion while most independent

hoteliers offered no opinion. A total of 22 respondent either did not reply or offered no

opinion.

Analysis

The subject of hotel payment of agents' commission appears to have been a long term

problem which has hindered use of GDS for hotel bookings. However, this matter now

seems to be resolved. While the use of GDS was considered likely to compound the

problem, this now appears not to be the case. It is likely that managers of properties

associated with larger organisations such as groups and consortia have been more

involved than independents in the issue of commission payments for agency and GDS

bookings. Their response indicates a favourable view of the role of GDS in this. The

unaffiliated hotels appear to be less involved in settlement of this kind and this is

reflected in the replies from these respondents.

Selling via GDS offers the potential of a more direct route to guest which eliminates overheads

associated with middlemen.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

1Group Owned 6 1 10 10

Private, Consortium 4 1 5 1 1

Private, Unaffiliated 9 3 3

Figure 8-29

Results

Twenty respondents either did not answer or offered no response. Opinion was split

fairly evenly except among consortium members where there was disagreement with

this suggestion.
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Analysis

This question was intended as background for a discussion of the possible use of direct

selling to buyers at home using GDS or interactive TV. However, there was no clear

indication of support for the replacement of intermediaries by GDS although the use of

intermediaries may cost hotels money in commission. The role which these operations

perform can include inventory maintenance, promotion and filtering of enquiries and

these services may be worth the commission expenses. There are often technical

difficulties associated with the use of systems which middlemen can overcome or hide

from hotels. This may be appreciated by the consortium members as a result of recent

system integration work. Again, lack of experience in this area may be behind the low

response from independents.

Potential of offering "last room" availability on-line through GDS is attractive since this could increase

occupancy.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

2Group Owned 6 3 1 16

Private, Consortium 3 8 1

Private, Unaffiliated 8 2 4 1

Figure 8-30

Results

This question was not answered by 6 respondents and another 11 offered no opinion.

Most of the remainder supported the suggestion.

Analysis

A business generally stands to benefit if it can offer its goods or services to as wide a

market as possible. For a hotel, being able to offer any unsold rooms to a world wide

market right up until the point at which they "perish" ought to result in more business.

Conventional selling using allocations to agents can result in unsold rooms not being on

offer at a point of sale because of out of date information. The use of GDS to provide a

single, central source of availability and rate information about an allocation of rooms

offers many benefits. If this service is extended to offers access to live inventory
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information, the facility exists for any remaining rooms to be sold through all potential

outlets until the last possible moment.

Most hoteliers obviously recognise the opportunity for increased business which could

result from the use of GDS to offer this. The necessary integration of systems is an

issue which is still fraught with problems however so the awareness of the possibilities

on offer will not necessarily result in this facility becoming widespread in the near future.

GDS provides an ideal method for distributing information subject to change at short notice such as

room rates.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

Group Owned 6 2 i 17 2

Private, Consortium 2 9 .1
Private, Unaffiliated 7 .1 6 .1

Figure 8-31

Results

Six respondents gave no answer while 9 offered no opinion. There was general support

for this suggestion, however.

Analysis

In the same way as GDS can offer last room availability and offer a potential increase in

business as a result, details of special offers, promotions and rates adjusted using yield

management can all be distributed through GDS to reach as large a market as possible.

The potential for this is again recognised. However, there is still a large disparity

between the number of respondents who recognise this potential and those who make

use of GDS for this purpose, especially among independents.

Other comments about usefulness of GDS

Only six respondents added further comments. Two from group hotel managers

stressed the contribution of GDS to international reservations and the potential for more

business from wider coverage. The two consortium members were more grudging. One
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described GDS as a necessary evil with the other seeing their use, and the associated

costs, as an inevitable consequence of increased use by travel agents wishing to save

themselves money. One respondent from an unaffiliated hotel was now prepared to

consider GDS after long consideration. Another regarded the location of their hotel as

not well situated to benefit from GDS which seemed a curious remark given the nature

of the systems but reflects the notion that GDS benefit city centre business hotels..

Potential Drawbacks

In the same way as reactions to benefits were assessed, this question investigates

hoteliers feelings about the potential drawbacks associated with system use.

The available systems can not represent this hotel adequately or are not appropriate for hotel's product

or market.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

2Group Owned 5 3 3 11 4

Private, Consortium 1 2 6 2 1

Private, Unaffiliated 1 6 1 2 5

Figure 8-32

Results

Eighteen respondents did not reply or offered no opinion. The remainder split as usual

with group or consortium respondents supporting the more positive view and

independents being slightly more negative.

Analysis

The present GDS have been shaped through the involvement of hotel groups in their

development process. Their structure, pricing and operation are more suitable for use

by a larger concern. Even so, there are still problems with the capacity for holding

negotiated rates on the system and the descriptive information is still terse. However,

group hotels and consortia members can benefit from recognition of brands and the

ability of the system to hold an adequate amount of information to enable agents to

recognise or find them. Independents do not have these benefits and some hoteliers
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may consider that their selling points are attributes which a GDS cannot convey, hence

the disagreement. A lack of experience of system use may be a reason for the number

of respondents which offered no opinion or no answer.

Commission costs or administrative overheads associated with GDS bookings are excessive.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

2Group Owned 6 4 1 5 10

Private, Consortium 2 2 6 2

Private, Unaffiliated 1 8 6

Figure 8-33

Results

There were fourteen respondents who offered no opinion and a further seven who gave

no response. The majority of the remainder agreed with the suggestion.

Analysis

Although indications from the previous survey indicated that commission costs were not

viewed as prohibitive by the larger operators, the administration of commission

payments still involves a considerable amount of staff time.

Commission payments for no-shows involve expense and the process of tracking and

reconciling these involves staff time with associated costs. As the automation of

reservations becomes easier, there is a risks that this problem will increase. The sectors

most likely to have direct experience of this as a direct result of GDS use indicate that it

is seen as a problem. Although some intermediaries offer services to trace and settle

commission, recent bad practice in the airline industry will do little to reassure hoteliers

that this problem will be resolved by further use of automation. (Walters - 1994a,

1994b)

However, although commission fees associated with GDS bookings are still perceived

as a problem, the cost of a booking received from this source should be compared with

that of one made by telephone. The layers of commission may amount to more for GDS

business. McGuffie (1990) quotes an example of a room booked by an employee of a
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large company which has a 10% negotiated discount with a hotel. If the booking is

made through an agent, the booking fee can amount to a further 8 to 10 percent. The

other intermediaries in the process, namely a hotel representative and GDS company,

receive transaction fees for any bookings and alterations. If payment is made by credit

card, the hotel loses another 2 to 7 percent commission fee. However, the time required

to complete a phone booking also costs money. This should be considered whenever

the costs and benefits of GDS use are compared with conventional means.

The hotel has to use a GDS and cannot opt out since to do so would mean losing out to competitors on

the system.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

2Group Owned 6 4 1 7 8

Private, Consortium 1 1 8 2

Private, Unaffiliated 1 8 1 3 2

Figure 8-34

Results 

Seven responses were blank and thirteen indicated no opinion. The remainder

indicated slight agreement from representatives of group and consortium members and

slight disagreement from independents.

Analysis

Consortia members showed most agreement with this suggestion, indicating that the

use of promotional facilities associated with GDS may also prove to be important to

these respondents. Competitive considerations may have been behind consortium

membership initially so this result is perhaps to be expected. It seems surprising that the

opinion in group hotels should be so divided,. This seems to indicate a desire of some

companies to use GDS for a particular purpose rather than as a result of being

pressured to do so by the actions of competitors.
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It is preferable to deal with guests in person when a reservation is made rather than to receive

information through a computer.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

4Group Owned 6 3 2 5 8

Private, Consortium 3 5 3 1

Private, Unaffiliated 1 4 2 5 3

Figure 8-35

Results

Responses were split with group and independent hoteliers preferring the personal

touch while consortium members showed a fairly balanced split of opinion. Seven

respondents gave no answer while ten gave no opinion.

Analysis

The responses indicate that many hotels are still places where personal contact is

considered important. This may be the result of a wish to cross sell or sell up in cases

where the requested room is not available and where a hotel's own staff may be more

motivated and able to do this than an agent. It may also reflect a wish to allow guests to

discuss the property and its facilities before they book and to enable them to feel

comfortable about having made contact with a representative of the hotel before they go

there.

However, although the human touch may often be considered desirable, time zone

differences, language barriers and the speed of answering the phone and dealing with

questions can all cause problems with bookings. If these are compounded by human

factors such as the disposition of the people involved in the booking process, the

benefits of human contact can be turned into obstacles to business.

Independents in this survey and others agreed that personal contact was important.

Group hoteliers also indicated agreement but consortium members showed slight

disagreement. Again the recent involvement in the integration of systems may have

made the latter more aware of the efficiencies of integrated and automated facilities

compared with the costs of person to person contact.
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One way in which it is perceived that GDS can make a contribution to service quality is

through allowing staff more time to deal with guests as a result of reduced administration

associated with processing bookings. However, the demands made by the systems may

prevent this from being achieved.

Staff training and maintenance of inventory associated with GDS makes excessive demands on staff

time.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

1Group Owned 6 4 2 11 4
Private, Consortium a 5 4

Private, Unaffiliated 1 10 3 1

Figure 8-36

Results

A total of 24 respondents offered no answer or no opinion on this subject. The majority

of the remainder in all sectors disagreed with the suggestion although consortium

member opinion was only slightly against.

Analysis

The preconceived idea that training of staff and time spent maintaining inventory and

rate information is viewed as excessive was disproved by this result. Paradoxically, the

use of systems may have contributed to this response.

The demands on staff time can be resolved through a combination of automation and

integration of inventory management using central reservation or property management

systems, a reduction in the number of rates on offer, the use of automatic yield

management facilities and the increase in the function of intermediaries. The first three

will take time to develop and integrate and must then be accepted by hoteliers.

Intermediaries can help with maintenance of inventory and rate information but this still

requires input from the hotel staff. There is a degree of automation and system

integration and use of intermediaries in some of the properties represented in this
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survey. These can help to relieve the administrative load which GDS can place on

property staff.

There are alternatives to GDS which are as effective but less costly. (Please add comment:)

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

1Group Owned 6 13 1 3 4
Private, Consortium 8 4

Private, Unaffiliated 2 11 1 1

Figure 8-37

Results

A very high percentage of respondents (60%) offered no opinion in response to this

question and a further 8 respondents gave no answer. The few remaining results

showed opinion split in group properties and disagreement in the other sectors.

Analysis

The response from group member representatives indicated that alternatives to GDS are

available to members of large organisations. Presumably these involve the use of in

house facilities and external agencies but although respondents were requested to give

details, none did. Members of consortia or independent hotels indicated that GDS were

the most cost effective means available to them for distribution and collection of booking

information. The massive costs associated with network operations on all but the most

trivial scale are such that only large operations could achieve cost efficiency through use

of their own facilities. The use of Viewdata services for distribution limits coverage since

international markets can not generally be reached by this means. As a result, GDS do

offer the most effective option for many hotels.

Other Comments

Nine respondents added further comments about potential drawbacks of GDS. The

drawbacks cited were many and varied. There was concern that the payback from GDS

use was very unpredictable but that their effectiveness could not be assessed fully until

fees had been paid.
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The way in which GDS affected dealings with the public and agencies caused some

concern. One respondent felt that once a GDS was in use, it was harder to encourage

loyalty from agents and one bemoaned the limited exposure to direct customers. Hotel

representation was also seen as a problem. One respondent complained of properties

being "pigeon holed". Another indicated that their hotel should not be shown in the

listing for the small town where it was located but included in searches for properties

near a local airport instead.

The need for staff training and the potential for errors with inventory maintenance were

seen as problems by three of the respondents.

In conclusion, a consortium member seemed to sum up many respondents' feelings

about the contribution of GDS to the booking process with the comment ,"Usual

problems, different presentation."

There appears to be a considerable need for the education of hoteliers, their staff and

agencies if GDS are ever to be accepted across the range of hotels in the UK. The cost

and time implications of this exercise would be considerable but it may result in a more

comfortable between these parties and the systems which are supposed to unite them.

8.6.8 Future Use of GDS

Respondents who did not already use GDS but envisaged doing so were requested to

indicate whether their preferred method of gaining access to a system would be through

direct dealing with a representation agency, through an intermediary or by membership

of a consortium. While the distinction between these may be subtle, especially the first

two, respondents were given examples of each as a guide.

Preferred method of GDS access

Future use via agency

Ownership No
response

Maybe No Yes

Group Owned 8 1

Private, Consortium 2

Private, Unaffiliated 8 1 1 a

Figure 8-38
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Future use via intermediary

Ownership No
response

Maybe No Yes

Group Owned 8 1

Private, Consortium 2

Private, Unaffiliated 10 1 2

Figure 8-39

Future use via consortium

Ownership No
response

Maybe No Yes

Group Owned 8

Private, Consortium 3

Private, Unaffiliated 9 1 1 2

Figure 8-40

Consortium for GDS

Ownership No response No Yes
Group Owned 5 2 2
Private, Consortium 1 1

Private, Unaffiliated 2 9 2

Figure 8-41

Results

There were 24 properties which were not represented on GDS. Of these, 11 responded

to this question with some indicating more than one route. A total of six responses from

the remaining 13 were from group hotels and 7 were from independent properties.

Analysis

The use of agencies appeared most popular but the cell sizes are so small that it is

difficult to obtain any clear indication of preferences. Two of the respondents from

independent hotels indicated that consortium membership would be their chosen route

to GDS.. However, the question which followed investigated consortium membership
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more deeply and respondents indicated that some respondents from independent and

consortium hotels would join a consortium or change membership solely to gain access

to a GDS. Others indicated emphatically that this would not be in their plans.

Concern about decision not to use GDS

Respondents who did not use GDS were requested to indicate their agreement with

suggestions about how a decision to not use GDS in future would affect their ability to

compete or reach markets.

Do you think that your competitors will gain an advantage if they use GDS.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

Group Owned 2 1 4 2

Private, Consortium 2

Private, Unaffiliated 4 2 1 3 2 1

Figure 8-42

Do you consider that existing methods are adequate and GDS would be of no assistance in reaching

your market.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

Group Owned 2 1 1 5

Private, Consortium 2

Private, Unaffiliated 4 4 1 3 1

Figure 8-43

Do you feel that your position in your specific market is strong enough not to require use of GDS for

promotion and booking.

Ownership No
response

No
Opinion

Disagree
Strongly

Disagree Agree Agree
Strongly

Group Owned 2 1 6

Private, Consortium 2

Private, Unaffiliated 5 1 2 3 2

Figure 8-44
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Results

Cell sizes were very small so no clear indication emerged from this question. Between

10 and 13 respondents did not complete this question or indicated no opinion.

Analysis

Taken together, the results suggest that although some respondents who would not use

GDS have confidence in their market position and promotional or distribution, this is not

the case for others. A few considered that the use of GDS by competitors would offer

them an advantage. With such a small response, the information from this question

adds to material from earlier questions but contributes nothing substantial.

8.6.9 Overall Opinion of GDS

Respondents were requested to comment on the contribution of GDS to their business

and on the general concerns which they had about the use of the systems.

Results

Responses were received from 14 respondents in group hotels, 9 in consortium

properties and 4 independents.

Analysis

Most respondents indicated that the major contribution of GDS had been to increase

occupancy and room rate. The higher occupancy was seen to be the result of wider

exposure in new markets and from direct access to inventory which is in line with earlier

results. There had also been an increase in higher rate business as a consequence of

system use.

The combination of GDS with yield management was also cited as a useful contribution

to business by two respondents and the role of GDS in topping up occupancy, perhaps

as a result of the use of YM, was considered significant.
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The ability to gain an advantage over local competition through being having access to a

larger market was seen as a major benefit by only one respondent.

Contribution to competitiveness

Results

This question was answered by 13 respondents from group hotels, 7 from consortia and

three independents.

Analysis

Many hotels indicated that the major contribution of GDS to competitiveness was the

same as the most significant contribution to business generally, namely the ability to

reach a larger market for their services. The ability for a small group hotels to be listed

alongside properties from larger organisations was considered important by three

respondents while the ability to use the systems to keep watch on moves made by

competitors was also useful. Early use of GDS was also perceived as beneficial since

this offered an advantage over other properties which were not yet listed on a system.

Aspect of GDS which causes most concern

Although respondents were asked about the drawbacks of system use in an earlier

question, this offered a chance to voice concerns about their dealings with operators or

general concerns about the influence of GDS on the hotel sector.

Results

27 respondents replied of which 14 were from groups, 9 were consortium members and

4 were independent.
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Analysis

Concerns centred around three issues: cost; training and reliability. The initial cost was

a concern but many respondents were worried about joining a system then being

powerless as the operators increased commission rates. Training of hotel and agency

staff was a worry for six of the respondents. However, the most prevalent concern was

the reliability of the transfer process and of the information made available through GDS

since this makes considerable demands on if accuracy is to be maintained.

The results are in line with comments made earlier although only one respondent

revealed a fear of being left behind if GDS were not used. The one surprising comment

was from a respondent who simply replied "None".

8.6.10 Destination Marketing

This section aimed to investigate the possibility of hotels being represented through

destination marketing systems as an alternative to GDS or as a first step towards access

to the larger systems.

Results

Seven respondents were aware of such a scheme and six of these were already

represented through it, the remaining one expecting to join within one year. Four of the

DMS were operated by local tourism or enterprise organisations but no details were

supplied about the remainder. Two of the schemes offered GDS access.

A further six respondents were not aware of DMS for their area but expected to make

use of one within three years. Four were independent hotels, one was group owned and

one was in a consortium. None of these hotels nor existing DMS users made direct use

of GDS.

DMS users reported booking percentages from this source in a ranged from less than

1% to approximately 20%.
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Analysis

DMS appear to have enjoyed very limited success to date. Although there are

initiatives under way at present, these are at an early stage so do not have a track

record which can attract business. Failed ventures such as HiLine and BRAVO are still

remembered by many hoteliers who are understandably reluctant to commit time and

resources to schemes which appear to be very similar to these. However, the

responses indicate that there is some interest in DMS and if the systems are well

founded, and well funded, there is potential for them to act as a stepping stone between

hotels and GDS or function as a substitute for larger systems in many cases.

8.6.11 Electronic Data Interchange

The use of Electronic Data Interchange (EDI) in the hotel reservation process appears to

be a logical extension of its role in wages and account settlement. However, there

appears to be little active interest in using the technology in this way. This question

aimed to examine the present level of use and the reaction of hoteliers to the suggested

use of EDI as a means of exchanging booking information or automating the payment of

commission to agents.

Would you consider EDI to be of use to you now or in the future?

Ownership No
response

No Yes

Group Owned	 14	 9	 5
Private, Consortium	 4	 2	 6
Private, Unaffiliated	 4	 6	 5

Figure 8-45

Results

Twenty two respondents gave no answer to this question. The remainder were split

almost exactly between those who considered that EDI would be of use and those who

did not. Sixteen respondents indicated that they considered EDI would be useful in their

booking process in future. However, only two respondents used EDI at present, one as
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part of in their reservation process which accounted for 0.1% and one for commission

payment where it was used for 99% of these transactions.

Analysis

Although its use is limited at present, EDI has the potential to be used as the basis for

the transfer of reservations information. Previous work by the author (Pringle, 1994a)

found that many hotels of all sizes showed an interest in this application.

The use of EDI in the travel trade is becoming more widespread as the benefits of a

standard form of messaging become apparent. However, system suppliers in the hotel

sector have not yet moved to adopt this technology as a part of property management

systems although its potential usefulness as part of food and beverage stock control and

wages settlement appear to be recognised. Once established in these roles, the same

basic technology could easily be extended to provide access to reservation channels,

resulting in low cost access to large scale distribution systems. However, the level of

interest in this at present does not appear to be sufficient for development to be viable.

8.7 Limits on Interpretation

The survey received a response from 83 hotels out of a total of 430 (19.3%) with

completed questionnaires returned by 55 respondents (12.8%). When the returns are

broken down by hotel ownership types, the cell sizes become small. The response to

surveys involving hotels is typically small (Whitaker 1990, Teare 1994) and the technical

nature of the subject area covered by this particular questionnaire is also seen as a

factor which might deter respondents.

However, the aim of this survey as with the previous two has been to obtain results

which are indicative of trends and attitudes rather than representative of system use

throughout the industry. The questionnaires allowed respondents to indicate their

reason for not completing the form and useful information about the level of interest in

this topic was obtained by this means.

Although the survey document was addressed to the general manager of each hotel, the

actual respondents represented a number of different positions. While it may be that
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these people were the most appropriate to complete the questionnaire, it could also be

that they had most time or interest in place of experience or understanding. This is a

problem which besets postal questionnaires.

Another factor which can influence the results is the effect of group policy on unit

management which can result in responses which do not truly represent the views of the

property manager.

Many of the respondents from consortia hotels were members of a consortium which

was nearing completion of a project to connect its central reservation facility to a GDS.

It is to be expected that there would be a high level of involvement of individual property

managers in this and this may account for the well informed and enthusiastic responses

from these respondents for his sector. This may have produced results which do not

reliably indicate the feelings of most managers in this sector.

8.8 Summary

The three types of property used to group results indicated that distinct patterns of use

and attitudes existed within each sector. The majority of respondents within the group

managed and consortium sectors made use of GDS while a minority of independent

hotels were represented on the systems. Respondents from independent hotels

generally held views opposed to those of the other two groups.

Many respondents felt that the use of GDS was obligatory if they did not wish to lose out

to competitors. They indicated that the systems offered the best route to new markets

as well as providing the most effective means of communicating details of rate and

availability to existing outlets.

The increasing use of GDS by agents was seen as a significant factor in the decision to

use GDS. Most respondents felt that they would lose business from this source if they

were not represented. The wish to keep the hotel's name noticed alongside competitors

was also considered important although most respondents indicated that their decision

to use GDS had not simply resulted from the fact that their competitors were

represented on the systems. The percentage of bookings received via GDS was found

to still be small and direct communication between guest and property still accounted for

Primary Research: Third Stage	 195



most reservations. The use of intermediaries is not widespread at present but there are

signs of interest in these services as an alternative to agencies or consortium

membership for access to GDS.

The role of GDS in operational management was not considered to be significant and

the information which could be supplied by the systems was of little use in product

planning. Integration of systems was particularly common among the respondents from

consortia but less so in other sectors and the ability to use information from GDS without

re-keying was considered important by only a few respondents.

The most significant contribution of GDS to business was the potential to reach new

markets, particularly overseas. Many respondents indicated that they had seen levels of

business increase as a result of the use of GDS and that information from systems had

helped in planning market development. Many saw early use of GDS as having given

them an advantage over local competition.

The drawbacks associated with GDS use are generally considered to be the direct cost,

maintenance overheads, inaccuracy of aspects of the systems and the loss of contact

with agents and guests. The results of this survey indicate that most respondents still

found these factors to be the major disincentives to system use.

The possible use of destination management systems as a means of accessing or

bypassing GDS appears to be of interest although at present the availability and use of

these systems is limited.

The stage of the work was intended to investigate the impact of distribution system use

as experienced by operators of medium sized properties. While the limitations on

extrapolating the results of this survey are considerable, the findings do support many of

those from chapter 7. The views of both groups of respondents are very similar on the

subject of the specific contributions which systems can make to strategic planning and

operational management. The material which indicates the respondents' concerns

about the implications of system use also adds to that from the two previous chapters to

add balance to chapters 10 and 11. Chapter 10 investigates the potential contribution

and drawbacks associated with the general use of distribution systems in support of

specific objectives and draws on the questionnaire results to add the respondents'

experiences to the theoretical view of systems. Chapter 11 develops this to indicate
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how particular requirements can be met through the use of particular channels while

also pointing out the implications associated with each.

8.9 Conclusions

8.9.1 Introduction 

The following discussion is limited to the results of this survey. A general consideration

of the implications of reservation system use for the UK hotel industry based on the

results of all three surveys plus additional material is the subject of a later chapter.

8.9.2 General Interest in GDS

It was hoped that the properties in the size range chosen as the target for this

questionnaire would include a large number which were already on GDS or where the

possible use of these systems had been considered seriously. However, the high

percentage of unreturned questionnaires and the number returned where the box

indicating no interest had been ticked suggest that there are many hotels which are not

represented on GDS and where use of these systems is not being considered. The

problem of low returns from postal surveys (Moser and KaIton, 1989) may have

exaggerated the impression of low use and low interest which emerges from the results

but it appears that the use of GDS is not an issue which is being actively addressed.

The results of this survey support the findings of the previous two questionnaires to

indicate that the use of GDS is related to hotel category. While hotel groups make

extensive use of GDS, their systems are not as sophisticated as those of the consortia.

This reflects the differing management structure of these operations. Since consortium

members operate a more devolved management system with a greater degree of

autonomy for property managers, this requires more information to be made available at

each hotel. Groups may operate centralised accounting, reservations and marketing

facilities so require that only the bare minimum of information be made available at unit

level. These different needs for information transfer are significant and play a part in

determining the optimum means for a hotel to communicate with related properties,

administrative offices and reservation services.
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8,9.3 Suitability of Systems

The systems still appear to lack the features which hotels would wish. Recent criticism

of Amadeus' hotel system (TTG 1994a) shows that the main systems have a long way to

go before they can accommodate the range of negotiated rate information which many

large operators offer. The ability of the systems to represent properties which are sold

on the strength of intangible aspects such as atmosphere, surroundings or other equally

abstract attractions is still lacking. The view of a representative of one GDS operator (M

Barron, personal communication) is that this shortcoming can only be addressed

through agent education carried out by hotel representatives or through familiarisation

visits. These would add considerably to existing GDS costs which many hoteliers

already consider to be too high.

8.9.4 Role of GDS

Present users indicated that they mainly used GDS for distribution of rate, property and

inventory details. Since the information which the systems make available to a hotel is

limited to reservation and guest particulars this has a considerable effect on the differing

extents to which the systems can be used to contribute to strategic and operational

management, as reflected throughout this survey.

The contribution to planning and development comes from the ability for a hotel

company of any size to be represented alongside competitors in a world-wide market.

To some respondents, this gave an impression of quality and professionalism which

added to the perceived value of their service while to others the access to outlets around

the world offered greater opportunity for the sale of rooms and resulted in increased

occupancy and higher average room rate. The use of GDS was seen as supporting

strategic moves into new markets by providing a means of promotion and information

distribution rather than acting as a source of information for product development. This

seems unlikely to change in the near future since the amount of information made

available via GDS is limited by the requirement to keep network traffic to a minimum and

also because hotels are more likely to maintain their own customer databases for

historical and security reasons. (TTG 1994b, 1994c, Cohen 1994).
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Operational management benefited little from GDS use for similar reasons. The level of

detail available from booking information is sufficient for use in conjunction with a hotel's

own guest database but would be of little use in the creation of a useful facility.

Optimisation of room rates through yield management techniques can be assisted

considerably through the use of GDS to distribute price information and this practise is

followed by some respondents. However, many potential benefits are offset by the staff

time needed to maintain inventory and rate information on the distribution system. Many

respondents indicated that this was as a problem although a potential solution to this

does exist.

8.9.5 Integration of Systems

The need for the integration of property systems with distribution facilities is not common

and appears to be of little interest in many hotels. However, direct links between

property management systems and distribution facilities could help to overcome the

frequently cited problem of inventory and rate maintenance by facilitating automation of

these processes. There is no need for an expensive dedicated link since the volume of

traffic associated with a typical booking or inventory update is small. Although it is the

long term aim of at least one consortium to offer this facility to its members, the high

percentage of bookings which are received at properties direct from guests suggests

that many hotels are served adequately by existing methods such as phone and fax.

8.9.6 Pressures to use GDS

For some hotels, the limited need for distribution and promotion services does not

extend to justifying the use of a GDS. The ability to of these systems to attract new

business and boost occupancy beyond levels achieved by present methods was

recognised by many respondents but this benefit comes at a considerable cost.

A number of respondents indicated that a decision regarding the use of GDS was not

influenced by direct competition but by the desire to reach certain markets or to be in

contention for business from particular sources. Indeed, the pressure which agencies

are exerting on some operators amounts to an ultimatum which forces hotels to be made

available via GDS or to lose business. The issue for many hoteliers does not appear to
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be whether or not their property should be represented through a distribution system but

rather to decide which channel to use and how best to communicate with this.

8.9.7 Destination Marketin .q Systems

One possible means of reaching a wider market is through the use of a destination

marketing systems (DMS). The survey results indicated that these are in limited use but

several respondents did show an interest in facilities of this kind. There are few in

operation at present but the future for such systems is not as bleak as the demise of

previous initiatives such as HiLine might suggest (Morton 1992, Pringle 1994b).

8.9.8 General Implications

Use of GDS appears to be more limited than had been anticipated but the low response

to this survey may distort the facts. However, this questionnaire adds support to the two

previous surveys and provides a useful indication of how the systems are used and how

different sectors of the UK industry regard them.

The next stage of the work uses these findings to develop a model which assesses the

need for a property to be represented on a distribution system, indicates available

access routes and considers the most appropriate of these according to the constraining

factors which prevail.
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9. Primary Research: Fourth Stage

9.1 Aim

The aim of this stage of the work was to assess the importance of small to medium sized

hotel businesses to companies involved in providing GDS access and to users of these

systems.

9.2 Rationale

The major distribution companies are predominantly tied to airlines both in terms of their

ownership and as their main source of income. However, the hotel sector is of

importance since there is an increasing demand from travel agents for hotels to be

represented on distribution systems and the market is still largely untapped.

The results of the previous surveys indicated a widespread awareness of GDS by

respondents but although there is interest, this is tempered by reluctance to commit to

the use of systems since many of the associated issues are not fully understood. This is

particularly important for independent hotels which generally do not have access to

appropriate information or resources but cannot afford to run the risks of making a

mistake when deciding about representation and distribution. It seems unlikely that the

independent sector will provide its own solution to the problem of obtaining access to the

large networks.

In light of this, it appears probable that moves to encourage independent hotels to seek

representation through GDS will be initiated either by the distribution companies

themselves or by the other service providers which form links in the chain between

property and market.

This stage of the research investigates the importance of hotels in the view of the

distribution companies. It also examines the scope of services on offer or under

development which aim to facilitate the inclusion of smaller and unaffiliated hotels in

GDS.
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9.3 Objectives

The aim of this section required that research be conducted to investigate the views of

distribution companies involved in dealings with the hotel sector. Since the distribution

industry comprises a wide range of companies offering different services and functions,

it was considered necessary to include as many of these as possible in order to obtain

information from a wide range of perspectives.

The results would be analysed for trends and the emergence and significance of any

marked agreements or conflicts of opinion would be noted and discussed.

In accordance with the requirements, the objectives associated with this stage of the

work are as follows:

• to identify the companies associated with making distribution services available to the

UK hotel industry;

• to identify the issues and factors which influence present operation or future

development of distribution services for hotels;

• to devise an appropriate means of investigating how these organisations view the

present and future importance of the UK hotel sector and the development of facilities

to support it;

• to conduct the survey and analyse results in terms of implications for the companies

and for UK hotels.

9.4 Method

9.4.1 Identifying Appropriate Companies

The UK travel industry is served by a distribution industry which comprises many

operators offering a wide range of functions. The distribution of hotel rate particulars

and inventory information and the reciprocal process of receiving and acknowledging a

booking can involve a large number of stages with each of these potentially being

handled by a different company. For this reason, it was considered important to locate
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and include representatives from each layer providing a link between and the guest, or

the travel agent as their representative, and the property.

Representatives from a total of twelve organisations were involved in the final survey.

The operations represented were: three of the major GDS operators; two hotel sector

intermediary companies; an international hotel representation service; a central

reservation and switch service; a business travel agency; a travel trade information

standards body; a hotel systems consultancy; a data communications consultancy and a

property management system supplier. It was considered that these participants could

contribute sufficient information on the areas of interest.

Contacting the largest of these, namely the GDS operators, was straightforward. The

many other companies offering important services had been identified in the course of

work over a period of two years, either through contacts in the industry or from articles in

the trade press. The PMS supplier provided specific contact names in several

companies and others were obtained by cold calling.

Sample Frame Limitations

The companies and organisations which contributed to this stage of the work were

intentionally selected as a result of their known involvement in promoting or supporting

distribution system use, either directly or indirectly. As a result, material gathered in the

course of this survey has a bias towards the use of distribution systems. However, it

can be argued that travel agents stand to lose business as a result of the increased use

of this technology and some respondents from hotels appear to have fallen foul of the

system operators so the more negative view is presented elsewhere in the course of this

research.

9.4.2 Issues Affecting Present Use and Future Development

The issues which affect use and development of distribution systems have emerged

from original research, regular reading of travel trade press and awareness of emerging

technologies.
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In the context of this research, the issues of particular interest and relevance were seen

as being:

• the need for all hotels to be represented on distribution systems, particularly GDS;

• the pressure being exerted on hotels to seek representation via distribution systems;

• the constraints which limit the use of distribution systems by hotels;

• the adequacy of GDS for hotels;

• the emergence of alternative channels for sales and marketing;

• the role of third parties in enabling or facilitating access to GDS;

• the integration of systems to provide automated reservations and inventory handling;

• the importance of local initiatives such as destination marketing systems;

• the need for messaging standards such as EDI in distribution systems;

• other issues relevant to the interviewee's company

Other issues were discussed in the course of interviews but this list was proposed as a

common ground to be covered in all meetings.

9.4.3 Investigation Method

The first three surveys had shown the inadequacies of postal questionnaires through

fairly low response rates and obvious misunderstanding of the questions by some

respondents. Since this stage of the work involved only twelve participants, it was

decided to revert to interviews but to conduct these in person rather than by phone.

This would allow the interviewer to elaborate on and explain questions where necessary

and also encourage open discussion of points of interest where appropriate.

The use of a multi-stage Delphi method survey was ruled out for two reasons. On

practical grounds, it was likely to prove impossible to gather all of the participants

together at once since it even proved difficult to schedule interviews with individuals. It

was unlikely that this convention could be staged on two or more occasions which the

method would ideally require. Secondly, since some of the participants represented rival

companies, it seemed unlikely that they would divulge future plans or interesting "off the

record" information in the presence of their competitors. Thus material which could

provide a deeper insight into this side of the industry would be lost.
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The use of a rigidly structured interview was rejected since the areas of expertise

differed widely among the participants. However, formal interviews were conducted and

these were all based on the same series of topics.

The method which was used for this phase of the work proved to be very satisfactory

and it is considered unfortunate that its use at other stages in the work was not possible.

9.44 Conducting the Survey

Once a potential interview candidate was identified, contact was made to establish their

willingness to participate and ability to contribute. A document containing an elaborated

form of the issues listed above was sent out to participants in advance of the interview

to enable them to gather, or assess their ability to provide, the information. It was

particularly important when dealing with larger organisations to ensure that

representatives were involved in the hotel side of their operation. In some cases this

resulted in other participants attending instead of, or as well as, the original contact.

The interviews were conducted between June and October 1994 and were held on the

respondents' premises. They involved discussion based on direct questions related to

the issues of interest. The interviews were taped for future reference and to free the

interviewer from having to make detailed notes during the meeting.

9.5 Results Analysis and Interpretation

9.5.1 Method of Analysis

The analysis does not attempt to provide a quantitative summary of what is largely

subjective and qualitative material. Instead, the material gathered from the interviews is

discussed with reference to the contributor's perspective, the views of other respondents

and previous work conducted in the course of this research. The aim is to identify

strong consensus of opinion or wide differences in the respondents' views and, in

considering the reasons for these, assess how the various participants might contribute

to shaping the future of the distribution industry and how this industry might alter their

organisation.
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No transcript of the interviews is included since it was considered that this might

compromise the confidentiality which contributors were guaranteed.

9.5.2 Results

All of the contributors contributed willingly to the research and each main topic was

covered in all interviews. Some participants also introduced unsolicited material about

subjects not directly related to the list of questions but of general relevance to this

research. Interviews took between one hour and two and a quarter hours; this seemed

to depend on the number of people present and the respondents' manifest degree of

interest in the subject. It is considered that the chosen survey method was indeed the

most suitable and resulted in a large amount of useful and interesting information

material being obtained.

9.5.3 Interpretation

The response to each point of interest is now presented and prevalent views are

identified. The consequences for the distribution or hotel industries which would result

from respondents' putting their ideas into practice are discussed.

The need for all hotels to be represented on distribution systems, particularly GDS

All of the respondents indicated that there was an increasing need for hotels of all sizes

and affiliations to be included on distribution systems. However, there was widespread

agreement that not all hotels needed to be represented despite recent suggestions in

the press (Chervenak, 1994). Requirement for fast access to reliable information lay

behind the travel agency interest. This is the virtually the same reason as other

respondents gave except phrased differently; in other words it can be stated as, "if a

hotel is not represented on a GDS it will exclude itself from any travel agent business."

Nobody in this group of interviews indicated that they were aware that hotel

management would voluntarily use GDS to gain access to wider markets even if agents

or GDS companies did not exert pressure to do so. It appeared that agents saw GDS as

the most likely distribution channel for a hotel to wish to use although this may be due to
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a lack of awareness of alternatives rather than because GDS were seen as being

particularly suitable.

It was felt that there were might be properties which would not benefit from the use of

systems but these were generally in a niche where they were always guaranteed

business without the help of GDS or where these systems could not offer access to the

appropriate types of buyer.

The inclusion of more leisure hotels was seen as being of increasing importance but this

sector was seen as much less significant than the business travel market. The

procedures used in the organisation and reservation of package tours and short breaks

differ widely from those used for business travel and their market is also quite different

so their vendors do not benefit particularly from inclusion on GDS. Most respondents

considered it likely that in the immediate future the impact of leisure travel on GDS

would be limited to the business generated by travellers organising bespoke holidays

which are in any case very similar to many business travel arrangements. It was

considered unlikely that a point would be reached where all hotels needed to be

represented on GDS.

Pressure on hotels to seek representation through distribution systems

There was general agreement with the suggestion that travel agents are largely behind

the push to bring hotels on to distribution systems, particularly GDS. One GDS

representative felt that it was the GDS companies which were exerting the pressure but

even if this is the case, it seems likely that this is as a result of requests from the end

user travel agents.

The reasons for agents wishing to see more hotels represented on GDS are significant

for properties of all sizes. Although GDS use appears to be predominantly for the

purposes of booking properties owned by larger companies and of little relevance to

smaller hotels, this does not mean that the operators have no interest in the latter. The

reason for this is that the traditional users of GDS are business travel agencies which

operate on behalf of corporate clients. These agencies may wish to arrange

accommodation for a client who is travelling to a small town or for a junior member of
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staff who has a limited budget. The more expensive chain hotels may not have a

property in or near the destination or may be unable to offer accommodation within the

price range. In such a case, the agent will wish to locate a suitable property without

reverting to the use of a hotel guide and telephone to provide an initial list. It is therefore

in the interest of agencies to have the details of as wide a range of properties as

possible made available via GDS. Indeed, this has become so important that some

agencies are now considering offering their own representation service for hotels which

they wish to see listed on GDS but which do not have access to appropriate or

affordable means of access to the distribution systems.

Hotels are effectively obliged to be represented on a GDS if they wish to be eligible for

business from certain agencies. This comes as a result of the agencies' need to

maximise turnover in what is a very low profit margin industry. Agencies can only

achieve the necessary increased productivity through reducing the time taken to convert

an enquiry into a confirmed booking. This was a significant factor in the initial adoption

of GDS by travel agents and also lies behind their requirement for hotel and car hire

reservation facilities to be included in the systems.

GDS companies appear to be willing to alter their price structure and extend their service

to accommodate smaller properties but are constrained by their existing agreements.

The upset to major clients - and possible requests for rebates - which might arise from a

reduction in tariffs for smaller properties appears to be the major obstacle to this move

at present.

The constraints which limit the use of current systems by hotels

The reaction to this question varied widely according to the perspective and role of the

respondent. Many considered that the size of the hotel was most significant in this

respect and that there was a cut off point below which the cost of representation through

GDS could not be justified. With annual fees for GDS representation costing upwards of

one thousand dollars, it is easy to understand why this view predominates throughout

the industry. A small hotel may not receive sufficient business through a GDS to cover

this cost and the property may be sufficiently well patronised that access to a wider

market may be considered unnecessary.
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However, the alternative view is that financial considerations need not act as a

constraint on the use of distribution systems to represent smaller properties. Services

which offer lower cost access are now emerging to support this notion. GDS can now

be accessed by methods which offer the benefits of full membership but without the

costs. Alternatives to GDS are also maturing and offering services which are more

attractive to hotels in terms of both facilities and price than the original airline oriented

systems.

The falling cost of hardware is making automation of the reservation process viable in

hotels of all sizes. With the use of software to communicate with a GDS or intermediary

system, a fully integrated booking facility becomes possible. HEDNA figures indicate

that bookings received and processed electronically cost ten dollars less than those

taken by telephone. Staff time spent on reservations is reduced and can be spent on

more beneficial tasks such as taking care of guests. In this view, the service becomes

like a telephone but without the rental charge. It costs nothing when not in use but can

brings in extra business.

Although the use of electronic distribution methods appears to be becoming affordable

by hotels of all sizes, there are still constraints which restrict their use and determine

which means of access will be most effective. Participants were asked to give their

views about why hoteliers might be reluctant to adopt GDS as a means of distribution

even if direct costs were reduced. They provided a wide variety of reasons, many of

which supported the findings of earlier research.

Management and staff attitudes to technology were seen as a major problem by all

participants. These may have been caused by previous experience of systems or

simply as a result of preconceived ideas about problems caused by computer systems

but in either case they were considered to present a considerable barrier to adoption.

The need for staff training was seen as a genuine problem because of the disruption

and cost associated with it and also since the high turnover of the work force in most

hotels meant that this would be a long term cost. The need for maintenance of

information about the hotel and its inventory also caused concern since this is

fundamental to the successful use of GDS and therefore needs to be as accurate as

possible. The vulnerability which results from being dependent on an automated means

of conducting business was seen as a risk by many hoteliers. Finally, the perceived

barriers which technology can create between a hotel and its guests or between the
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system and its operators were considered to be a cause of concern to some hoteliers. It

appears that some of these supposed constraints to use or usefulness can be overcome

by educating hoteliers about the systems in general and about the availability of different

channels which offer a compromise between function and ease of use.

There appears to be no simple set of rules which can be used to determine whether or

how a property should use a GDS. In the absence of such guidance, the following

chapter of this work develops the research findings to provide a means of assessing the

most suitable means.

The adequacy of GDS for hotels

The opinion of the respondents was not as polarised as might have been anticipated.

Although Amadeus was singled out for criticism recently in a press article (TTG, 1994),

the widely held view is that GDS have improved their hotel representation considerably

over the past two years. Further work is still considered to be necessary to develop the

airline systems to cope with the representation of a commodity which is vastly different

from an airline seat both in terms of its need for description and the methods used to

communicate availability and confirmation.

There are two main areas in which GDS may be described as "inadequate". From the

agent's point of view, inventory and rate information is still often out of date. On the

other hand, many of the hoteliers questioned in earlier surveys complained that the

systems offered little in the way of facilities to enable them to describe their properties.

Much of the blame for the former was laid at the feet of the hotel representatives,

whether at property, administrative or representation company level. However, the

agents and GDS representatives did acknowledge that the differences between the

various systems did present problems for many hotel operators. This prompted most

respondents to offer their views of how to overcome this. The use of EDI may go some

way towards overcoming this problem, as described under a later heading.

The consensus was that criticism of facilities for promoting and describing properties

was no longer valid since GDS offered free sign-on advertising with more elaborate

facilities available at extra cost. Most participants suggested that part of the problem
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was that hotel managers or their representatives needed a comprehensive

understanding of how to use the facilities on offer through the GDS but that few

possessed this at present. The need for direct education of travel agents was

suggested as another possible way of overcoming this problem and a recent press

article written by a representative of a hotel company supports this (Silver, 1994).

However, the expense of such an exercise was acknowledged as being a significant

obstacle for all but the largest operators.

The emergence of alternative channels for sales and marketing

This question was included to assess whether there were feelings of vulnerability among

participants. Most indicated that they felt that the future of the services which they

provided at present was not by any means guaranteed but that the introduction of

technology would change their role rather than eliminate their operations altogether.

Travel agents have long been seen as vulnerable to loss of business through direct

selling and the number of pages of package holiday or accommodation or flight only

advertisements on the Teletext pages is evidence that the role of leisure travel agents is

being undermined. Even a representative of a business travel agent stated, "if! didn't

work in a travel agency, I wouldn't use one to organise my holidays." However, the

difference between business travel houses and retail travel agents is marked. Although

the former could face a decline in business from clients who preferred to make their own

travel arrangements, they offer a service to companies which prefer to concentrate on

their core functions and contract out the remainder.

The GDS companies may in turn find themselves under threat from direct dealing

agreements between intermediaries or representation services and travel agents.

Although this may eliminate some layers of commission, it limits the width of distribution

and therefore may be used alongside GDS rather than as a complete replacement.

The use of facilities such as interactive TV was of interest to all participants. Most saw

this progression as inevitable and were therefore planning how to make use of it rather

than worrying about losing out to it. SABRE is already making use of this medium in the

United States (Hyde, 1994) for its tourism and leisure services and its adoption in the UK

will surely follow the establishment of a critical mass of cable TV subscribers. Again this
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appears to be a threat to retail travel agents rather than to business houses. It may

therefore appear to present few opportunities for hotels but it has the potential to offer a

"look and book" facility which combines the wide distribution, search and reservation

facilities of GDS with the features of CD-ROM based pictorial information systems.

It may be overstatement to suggest that considerable duplicity exists as a result of the

increasing adoption of information technology throughout the TT&L sector and by the

general public. However, companies in each layer do stand to gain by elimination of the

others with whom they deal, or upon whom they depend, at present. The unveiling of

new services may result in the change of roles throughout the distribution industry for

each of these but all of the players appears to have designs on the others' territory so

future changes resulting from the availability of new channels promises to be interesting.

However, comments made by contributors to this research were more considered than

those of Galileo's chief at their 1993 conference (TTG, 1993).

The role of third parties in enabling or facilitating access to GDS

The importance of intermediaries was acknowledged by all participants. The different

services offered by various third parties was also emphasised, generally by rival

companies. While intermediaries are in a position where they receive criticism from

hotels and from companies involved with them in the distribution process, the

contribution which they make also received recognition. They act as "an intelligible voice

on behalf of the distribution services and an intelligent voice on behalf of hotels." The

benefits which this brought to the industry were considered to be invaluable, both in

terms of saving time and effort for the larger distribution companies and providing a first

point of contact for hotels.

There is no doubt that these companies have an increasingly important role to play in

assisting smaller hotel operators who wish to gain access to GDS. Although travel

agents and GDS operators are now interested in providing facilities for properties which

are outwith the scope of systems in their present form, this is not necessarily a high

priority. Reducing the time spent making a booking or developing software to meet new

regulations covering the more significant airline side of the business are respectively

more likely to receive the attention of these companies. Core business concerns are
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bound to be dealt with before marginal concerns such as making provision to

accommodate a source of business which still contributes relatively little.

It appears likely that the need for third parties to bridge the gap between hotels and their

optimum means of distribution and sale will persist long enough for this to become an

established and important part of the distribution network. Even if agents or GDS

operators address this directly, intermediaries have considerable experience in dealing

with smaller hotels either through marketing and direct representation, providing the

communications links for access to GDS or offering an initial introduction for companies

which eventually develop their own systems. This is reflected by the level of demand

reported by both representatives of the intermediaries included in this research. Both

reported that the level of interest in the services which they offered was so great that

they had no need to advertise.

Given the number of hotels in the UK and the likelihood that a need for and interest in

the use of GDS will filter down to properties of all kinds, it is probable that the role of

intermediaries will be important for many years.

The integration of systems to provide automated reservations and inventory handling

"A dream - but wonderful if it could come true, especially for inventory', was how one

participant described the above suggestion. One of the most common causes of

complaints from travel agents about hotel representation on GDS is the problem of

discrepancies between the inventory information displayed on a system and the actual

number of rooms available at the property. As a result, agents have tended to lack

confidence in the information from GDS and have used the telephone to follow up

reservations. In the course of these calls, the availability of cheaper rooms may come to

light and this again undermines trust.

There is a need for hotels to constantly update availability if they are to be able to offer

as many rooms as possible without overbooking beyond their acceptable limit. If a hotel

does not have a connection between its inventory system and the GDS, updates must

be performed manually. This is time consuming and can result in delays and

inaccuracies.
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Travel agents criticise hotels for not providing revised rates sufficiently early so that

advance bookings can be made using accurate information. With travel agency staff

under pressure to abandon the telephone and use GDS as their sole means of booking,

availability of up to date information is increasingly important. While this has obvious

implications for hotels which are not represented, these are accommodated where

necessary and smaller ones are presently enjoying a grace period during which the best

means of obtaining representation on GDS can be investigated. However, the

implications for hotels which are already on GDS are possibly more serious since in the

absence of a confirmation phone call, a confirmation from such a hotel will have to be

reliable and the booking secure. If problems arise because of poor inventory

maintenance at the hotel, the travel agent may be reluctant to use the property again.

This will force hotels to consider how best to ensure the high degree of accuracy which

is now being demanded.

The most obvious solution is the use of systems which can offer automated

confirmations and inventory maintenance. Most of the participants were enthusiastic

about the possibility of integrating property systems with distribution facilities for this

purpose. In particular, the intermediaries not only welcomed this but were actively

involved in providing services which would offer it.

Most PMS suppliers do not appear to see this as an area of interest. On their own

admission and according to information provided by other parties, their current interest is

in offering sales and marketing analysis facilities rather than developing their products to

allow easier distribution and collection of information. This may make them vulnerable

when intermediaries introduce property management systems which offer both

management and communications functions, as appears to be their intention.

The importance of local initiatives such as destination marketing systems

Although private sector destination marketing initiatives have not been successful within

the UK, the use of a DMS has always appeared to be a means by which smaller

properties could gain access to a wider market without incurring the expense associated

with representation through GDS. As such, these systems could be seen as a threat to

companies at all levels in the distribution process.
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However, the participants who declared any interest in DMS were very supportive of

initiatives of this kind and saw great potential in these systems. Some had direct

experience through involvement with initiatives such as Bravo so were also well aware of

the pitfalls. DMS were seen as fulfilling a useful role of distribution management and co-

ordination for smaller properties wishing to reach a wider market., Whether this was

initially only local or national, participants felt that any successful DMS would eventually

need to offer global distribution in view of the low cost schemes which intermediaries

and GDS operators were considering offering.

The marked lack of success enjoyed by previous DMS which had aspired to offer access

to international systems was attributed in part to commercial failure as a result of over

optimism and poor marketing or inadequacies of the systems themselves. The two

systems referred to frequently in the course of this work had both been adapted from

existing facilities designed in different markets. Another factor which contributed to

previous failures was that although the schemes depended on hotel reservations to

provide much of their income, they lacked management with hotel industry backgrounds.

It was felt that considerable improvements could be made if systems were designed to

take into account the wishes and working practices of the sector which was hoped to

provide a source of income.

Those who had been involved with DMS previously felt that these initiatives could not

reach commercial stability without considerable start up funding. There was recognition

of the vicious circle of growth and funding which contributed to the failure of HiLine

(Pringle, 1994). It is agreed that long term underwriting by public agencies is the most

likely means of bringing a DMS to a point where it can become self financing. However,

involvement of several participants in embryonic DMS initiatives suggests that private

sector schemes are considered viable on a limited scale. It must be noted that even

these appeared to be dependent on the availability of EU funding to support further

development.

The level of interest in and awareness of DMS in the UK was surprisingly high. The US

participants did not appear to have any prior knowledge of these schemes, however,

despite their declared interest in recruiting and representing smaller European

properties.
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The need for messaging standards such as EDI in distribution systems

While there was seldom total agreement on any of the other discussion points, the

notion of introducing EDI received unanimous support. The TT&L sector appears to be

the only large scale information based industry which does not make widespread use of

EDI.

EDI was seen as a potential base technology for systems which could break the vicious

circle in which many hoteliers are caught. The introduction of new technology promises

to offer savings in staff time and costs through easier administration and processing,

better knowledge of guests and markets through more detailed analysis of information

and the potential to increase occupancy business through access to more outlets over a

wider area. On the other hand, the staff and management time required to learn the

operation and maintenance of the computer system and its information can be so

significant that it offsets the benefits completely. Anticipated cost savings may never be

realised and the computer may become simply another problem for the hotelier to

contend with.

The use of EDI may not solve all of these problems. However, its use can go a long

way towards concealing many of the more complicated issues of information

maintenance from management and staff who have no wish to become involved in the

more technical aspects. The use of a standard message which can be sent to a

number of recipients can also help to reduce the demands made in hotels where there is

insufficient time to deal with the routine maintenance of inventory figures and room rates

on a number of different distribution systems.

The idea of using standard messaging as the means of communication of routine

information such as booking confirmations, inventory updates and invoice details for bill

back agreements was greeted with enthusiasm by all participants. Virtually all were in

the process of testing or using EDI although the development of messages had not yet

been resolved to the satisfaction of all parties.

There appears to be a potential threat to switch companies from the adoption of

standards such as EDI as a basis for message communication. The adoption of this

technology in the hotel sector has been limited. There are signs that it is poised to make
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an impact within the near future, however. One GDS operator plans to use EDI more

widely for its regular communications in its leisure and tourism products. It also

underlies an integrated property to reservation system communication facility which

promises to offer lower cost access to GDS, again eliminating the need for further

switching or translation. The switch companies have introduced facilities such as a

central reservation service or lower cost GDS access in what appears to be a shift away

from their original line of business. This may be as a result of the move to eliminate

proprietary communications protocols and message formats. Once understood and

adopted, standardised communications appear to pose a considerable threat to the

organisations which have made their living from bridging the many gaps between the

wide range of systems in use in this industry.

There was also no indication that any one organisation or sector of the industry was

promoting the use of EDI and this may yet prove to be a problem. Historically EDI has

been introduced as a result of a central controlling company or loose consortium

dictating to its suppliers that it must adopt the technology. In the absence of this driving

force, it is difficult to envisage how the widespread use of EDI will come about in TT&L.

However, its hidden role as the technology chosen to link hotels to representation

company reservation systems may provide a sufficiently strong start and could result in

wider adoption and eventual general acceptance.

Other Relevant Issues

The foregoing list of topics formed a core for discussion with all participants. However,

there were inevitably other issues and concerns peculiar to companies offering specific

services or functions. This also provided a catch all for each participant to relate their

own experiences and discuss particular interests.

One topic was raised by most respondents responsible for representation of hotels,

namely the lack of a standard classification for properties and room types. This was

seen as a problem for users of GDS and one which needed to be solved as a matter of

urgency as agents increased their use of systems. The wide range of facilities for which

different hotels used the same classification caused problems to such an extent that a

travel agency reported that their consultants had a fear of selling hotel rooms because
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of the possible repercussions as well as because of the time involved using traditional

methods.

The subject of cost savings which resulted from the use of electronic booking instead of

phone produced a variety of figures. Travel agents reported that the time taken

decreased from six minutes to two and a half. One GDS suggested that the cost to a

hotel was reduced from $12 to $3 while another quoted figures produced by HEDNA

which indicated a reduction from $14 for manual bookings to $4 for GDS.

Results of the previous sections indicated that a high percentage of hotel bookings are

made by phone direct to the property at present and this figure is increasing. Although

hotels may wish to reverse this trend, the general view was that this state of affairs

would continue. A representative from one GDS company indicated that while the

system operators considered that they could expect 90% of all airline bookings to be

made via GDS, the corresponding figure for hotel bookings was only 35%. Another

GDS representative suggested that in the UK the phone was preferred in some

instances because it provided a means of maintaining contacts and could also be used

to conduct "last minute wheeling-dealing" which GDS could not provide.

One function which GDS could usefully perform for some agents is an audit of their hotel

business for the purpose of commission collection. One of the intermediary companies

suggested that although some agencies do not collect commission because it is not

worth their while, in some case it is not collected because they are not aware that it is

due or that it has not been paid. However, this is hardly a selling point for GDS

companies wishing to recruit more hotels.

The many possible uses of GDS do not appear to be well understood by hotel

management and are therefore not exploited as fully as they might be. A representative

from an intermediary indicated that one of the most useful features of GDS for a hotel

was being able to access competitors' room rates. However, very few of their client

hotels ever asked for this information.

Finally, many respondents emphasised the importance of airlines to the GDS companies

and indicated that hotels would always be seen as poor relations. The one comment

which emphasises the fundamental reason why GDS and hotels will never achieve the
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same level of mutual importance that exists between GDS and airlines came from a

GDS representative who, paraphrased slightly, said, "When I need a ticket to walk into

a hotel, then I'll use a GDS to buy it."

9.6 Summary

The discussion points proved to be of considerable interest to all of the participants who

contributed a considerable amount of useful and illuminating material.

The small hotel market is of interest because it is largely untapped and offers great

potential to distribution companies. While it was considered unlikely that all hotels

would need to be represented on GDS, there is demand from large corporates for many

properties which are not represented on systems at present. Far from leaving hotels to

their own devices, there is active interest in recruiting these hotels and providing

facilities for them to connect to GDS at an affordable level. The indication that GDS

companies and travel agents are prepared to invest in facilities and services which will

bridge this gap shows how important this market is considered to be.

GDS operators freely acknowledge that there are many hotels for which membership of

their systems is not a viable option at present. The reasons are cost related but this

presents a problem for the GDS operator since pricing to attract smaller properties would

cause problems with the larger hotel companies. For hotels which opt to use travel

agent representation, there is a risk of losing the business which they presently receive

through rival business houses. However, intermediaries serve to offer low cost access

to GDS until these issues are resolved. The availability of low price access and ever

increasing power to cost ratio of computer systems have removed most of the barriers to

the adoption of technology and is spurring the development of integrated systems which

offer automation of the reservation process information flows from buyer to hotel and

back. GDS representation now appears to be affordable by all properties which need

distribution on this scale.

Interest in DMS suggests that systems of this kind may also emerge in the near future to

fill the gap for hotels wishing to be identified with a location. The breadth of exposure

available through these systems may depend on how they are viewed by GDS operators
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but the use of interactive television could provide a means of bypassing current

distribution facilities. The same medium is of interest throughout the TT&L industry and

offers new opportunities for all in the distribution industry.

Despite the considerable interest in EDI, evidence suggests that the emergence of a

major promoter is still necessary to establish this technology as an integral part of

reservation and information services and facilities. Meanwhile, GDS and intermediaries

are embarking upon projects which depend on it and it is possible that this may generate

sufficient interest to bring EDI into much wider use.

The results of this survey indicate the pressures which are directing the distribution

system industry and which are also influencing the hotel sector directly and indirectly.

The reaction of hoteliers will depend on their own plans and also on the moves made by

their competitors either to take advantage of what distribution systems can offer or to

ensure that they do not miss out by not making use of them.

The established channel operators are being forced to consider a flexible approach to

what could be a very lucrative market in the near future but which is attracting new

systems which may be more suited to the hotel sector. The insight into these

developments, afforded by the work undertaken in the course of this survey, is used to

contribute to the following two chapters. The travel agency and distribution system

industry view of impending developments broadens the scope of the analysis of the

implications arising from distribution system use. It also supports the conclusions of

chapter 10, namely that a broad range of viable channels is likely to become available to

businesses which wish to make use of distribution systems. Details of the services

which are being developed to bridge the gap between a property and its market are then

used in chapter 11 in order to present as full a view of the possible ways in which

business requirements may be met.

9.7 Conclusions

The relationship between the companies involved in the distribution process and smaller

hotels looks set to become increasingly complicated by the development of new

channels for sales and promotion.
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At the outset of this research in 1991 it appeared that the affordable options available to

operators of small hotels wishing to use GDS to reach their market were very limited and

likely to remain so. The collapse of Bravo and HiLine in 1992 created an even worse

state of affairs by removing two potential means of reaching a wider market. The

continuing recession imposed further constraints on the finance available for investment

in alternative distribution systems.

In the last two years, there has been a perceptible growth in the use of GDS by travel

agents which, although smaller in Europe than in the US, is having considerable

influence on how hotels have to approach their selling methods (Reynolds, 1994).

While there is now more pressure for hotels to seek representation through GDS, the

range of methods through which they can obtain this has also increased.

This research indicates that some hoteliers have a genuine interest in and willingness to

use GDS. Others may simply have to bow to market pressure and adopt new methods

whether or not they want to. In either case, the use of GDS or alternative channels

presents many problems for hoteliers but at present there is little guidance available on

this subject which can be considered to be truly impartial.

The next stage of this work seeks to address this by developing a type of decision tree.

This is intended to be used in assessing the suitability of the many available channels

for properties of all sizes and in all markets.
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10. Implications of Distribution Systems Use

10.1 Overview

As the use of distribution systems has increased, so has the significance of their role

within the UK hotel industry. The previous chapter indicates that some hotels are now

being put under pressure to adopt distribution systems but there is still an element of

choice in the matter for the management of many properties.

The availability of easier and cheaper access to the network of services has implications

at property and at industry level. While they appear to be a necessary evil to some

observers, distribution systems may enable hotels to develop new markets and business

or to operate more efficiently and compete more effectively. However, the industry as a

whole could be re-shaped as the widespread use of this technology changes the ways

in which businesses compete with each other and conduct their own affairs.

This chapter uses a framework based on the work of Porter (1980) to support a

theoretical consideration of the ways in which the wide range of distribution systems can

contribute to the achievement of strategic aims and to the operational management of

hotels. Material based on the findings of the primary research is used to augment this in

order to strike a balance between the theoretical view and the practical experience of

respondents. Thus the work summarises the potential role of systems while indicating

the possible drawbacks which may result from their use.

This part of the work provides an overview of the beneficial and detrimental implications

arising from the use of distribution systems within a hotel business. It is also used as

the basis of the next chapter which develops this material in order to guide the user from

a set of requirements towards possible solutions while indicating the specific benefits

and drawbacks of each channel.

10.2 Background

The previous four chapters provide an indication of how computer reservation systems

are used and regarded within the UK hotel industry. The low response to the survey
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covered by chapter 6 seems to indicate a general lack of interest in this subject while

many of those who did respond exhibited limited understanding of the facilities on offer.

Chapter 7 aimed to investigate the areas in which distribution systems have made a

contribution to users in hotel groups and consortia. The more experienced larger

operators who dominated the survey appear to make extensive use of these systems

and are able to exert considerable pressure to shape the direction of system

development. The limited number of responses received from smaller consortia and

groups in the course of this survey was addressed to an extent in the next chapter. The

results of the survey covered by chapter 8 indicate that sophisticated distribution

systems facilities are indeed becoming available to smaller consortia. However, the low

response again appears to indicate that a large number of hoteliers have limited interest

in the potentially useful and important channels which are becoming available. Chapter

9 provides an indication of the direction being taken by various system providers and

sales outlets who wish to increase the number of hotel properties which they represent.

The moves being made by these operators promise to result in services becoming

available to properties which would previously have been unlikely to make use of large

scale distribution facilities.

The conclusions drawn from the primary research surveys are as follows:

• distribution facilities are becoming available to meet the requirements of a wide range

of properties;

• distribution system and travel sales operations are actively seeking to represent

properties of all sizes;

• hotels in all size ranges are starting to take advantage of the facilities offered by

consortia or third parties in order to access a wider market;

• a large number of hoteliers appear to be uninterested in system use and may find

themselves becoming involved because of competitor pressure rather than because

they recognise the potential benefits;

• there appears to be a lack of impartial material available to hoteliers considering the

use of distribution systems and seeking information about the implications associated

with their use.
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10.3 Implications of Distribution Systems Use in the UK Hotel Industry

10.3. 1 Introduction

The developments summarised in the preceding conclusions appear to have a number

of potential implications for hotel properties which are not yet represented through a

distribution system of some kind. Information obtained from recent press reports

(Reynolds 1994, Silver 1994) and from interviews indicates that one reason for the

increased use of distribution services is that some business travel agencies are now

only willing to book properties available through these systems. This represents a

considerable change in buyer behaviour to which hotels in the business market must

respond.

The main implication of this move is that in certain markets, many hotels will have no

option but to be represented on distribution systems. However, while the cost and

operational implications of this are significant, these can be offset by the potential for

increased business and other possible benefits which the use of these systems can

bring. On the basis of the survey results, hotel management will need to become more

familiar with this technology in order that the most appropriate channel is adopted

initially and then used to greatest effect.

Developments in the distribution service sector promise to make access to world-wide

markets more simple and viable. Although these developments may appear to affect

only hotels in cities and group or consortium members, there are many smaller hotels

which also obtain a significant part of their custom through business agents. These

properties will need to seek representation through a distribution service if this trade is to

be retained.

Consequently, hotels which were previously unlikely to be represented on GDS or other

distribution systems may soon become available through these channels. Whether

because of agent pressure or because the benefits and opportunities are now available

and affordable, a large number of properties are likely be affected by these

developments. However, although recent developments mean that distribution systems

now stand to offer benefits to hotels of all sizes, there is a price associated with the use

of these channels. While systems can assist with setting and achieving business aims,
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they can also impact on the operation and management of a property. It is important

that the implications of this for staff and management are understood. Given the small

percentage of properties which appear to be interested in representation at present, this

will inevitably result in the involvement of hoteliers who are unfamiliar with the

technology and the implications associated with its use. These businesses stand to lose

a great deal if their approach to the use of distribution system technology is incorrect.

However, the subject is complex and the ways in which systems can contribute to a

business are not always obvious.

This chapter aims to address this problem by examining the contribution of systems to

the business planning and routine operation of properties while also indicating the

consequences associated with the use of the technology. The work is developed further

in the following chapter which develops a structured process for the evaluation of

distribution channels. This provides the user with an indication of the most appropriate

type of system according to specific business requirements and also gives details of the

implications associated with the use of each distribution method.

10.3.2 Contribution to Strategic Planning

According to questionnaire respondents, the most significant contribution of distribution

systems was in support the development of new markets. This is only one example of

how hotels might make use of systems to support a change of aims as the increased

availability of new channels enables hotel operators to revise strategies to take

advantage of facilities and services on offer. Whatever the specific applications of

distribution systems may be, they should not hinder the hotel in its efforts to compete.

For a business to succeed, it has to be competitive, whether on product, price or another

factor which sets it apart from its rivals. There are many ways in which distribution

systems can contribute to various competitive strategies. Chapters 7 and 8 investigated

the contribution of distribution systems to the achievement of strategic aims. This made

use of a simple theoretical view of strategy to develop a questionnaire. There were two

generic strategic areas in which distribution systems were considered able to offer

support:
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• market related e.g. retaining share, developing new and niche markets;

• product related e.g. developing new and refining existing products;

The success of specific strategies involves meeting the challenges from competitors and

dealing effectively with the other influences within an industry. The ways in which hotels

can overcome the obstacles to achieve their aims are described with reference to

developments in distribution system technology, the increased availability of services

and information obtained from research questionnaires.

The widely recognised model of Porter (1980) indicating competitive forces is used as

the basis for this work since this provides a familiar framework which is considered to be

appropriate in this context. The five influences on competitiveness defined in this are

• Direct competition from rivals;

• Buyer power;

• Supplier power;

• Threat from new entrants;

• Risk of substitution.

Each of these is considered in turn with the theoretical benefits and drawbacks being

compared with the reported contribution as investigated in chapters 7 and 8. This work

is then used in the first stage of the evaluation guide presented in the following chapter.

The Influence of Distribution Systems on Direct Competition

Distribution systems exist to provide as wide a range of services and products for their

subscribers to sell. They also aim to offer as large a number of outlets as possible for

accommodation and travel service providers. This provides the channel through which

properties communication with guests can be established. This function is of interest to

most providers since access to a wider market can result in higher occupancy without

the need for product development or price reductions.

Survey respondents in chapters 7 and 8 indicated that the most significant contribution

of distribution systems to their achievement of strategic aims was the provision of a

medium for reaching new or wider markets for existing products and services. There are

Implications of Distribution Systems Use	 228



many other aims which systems can support, such as further penetration of existing

markets; diversification, perhaps through the launch of a short break product;

development of overseas markets; development of new products or refinement of

current offerings, especially in a niche market where aiming for a low share of the total

market may require the use of focused promotions to reach the appropriate buyers.

There are a number of ways in which distribution systems can contribute to

competitiveness in support of these aims. Cost leadership or product differentiation

through novelty or quality are examples of factors which can be promoted with the use

of the appropriate channels. The particular contribution of distribution systems to

specific aims is indicated in the guide which is presented in the following chapter.

Promotional Facilities

GDS in particular provide advertising facilities which can be used to publicise properties,

launch promotions and offer special deals. A limited amount of space is usually

provided as part of the fees but additional space can be bought if needed. Since these

systems are used almost exclusively by travel agents, promotions using this method can

be very focused and can include incentives to encourage business.

For some questionnaire respondents, simply being represented through a GDS was

seen as a means of enhancing the attractiveness of a property since it gave a more

professional image. However, many representation companies can assist with the

promotion of hotels wishing to use distribution services more effectively. These

companies can develop and undertake marketing and sales campaigns on behalf of

members. Although these can be costly, they offer very worthwhile services to hotels

where there is a lack of expertise or resources necessary to conduct work of this kind.

Hotels seeking to attract business by presenting a professional image may benefit from

the use of such a service.

In practice, the use of these additional services appeared to be limited although

representation companies were reportedly in wide use. Second and third stage survey

respondents indicated that the most important contribution which distribution systems

had made to their image was through enabling them to offer improved reliability of rate

and availability information made available to agents. Although this was an initial

shortcoming of many systems, recent developments have enabled information to be
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maintained and synchronised between property and system more easily. This allows an

agent feel confident that a confirmed booking is secure and that the rate is the best

available. This has resulted in an increased willingness on the part of agents to deal

with hotels using distribution services. This has significant implications for the hotels,

however.

Matching Products to Market Demands

Market demands can dictate the way in which a product develops. In general, this is a

matter between the producer and the customer. However, the role of the travel agent in

the reservation process has resulted in representation on distribution systems being

regarded increasingly as part of the hotel's product. Without this "feature", hotels will

not receive business from sources such as commercial travel agents. The travel agency

businesses contacted in the course of the research indicated that many of their

consultants are expected to use GDS for hotel bookings wherever possible. This is

important for a property which obtains a significant part of its business from a specific

market since it must meet the demands or lose trade. However, it can be advantageous

for hotels which comply since it eliminates competition from rival properties which are

not represented.

Distribution systems generally provide a limited amount of information about guests and

their travel arrangements en route to a hotel. This can point the way for hotel

management wishing to form alliances with carriers. However, it is important to realise

that GDS are not a source of detailed historical information. As a consequence, those

wishing to create a guest database to help enhance service quality or assist with product

development may need to consider developing their own system for this purpose

(Roberts 1994). The data for this can be collected from systems within the hotel, if

available and integrated, but the initial compilation may involve considerable cost if this

facility is considered necessary. This is an important consideration and is stressed in

the evaluation guide in the following chapter. Respondents indicated that the

contribution of systems to product development was considered to be minimal, as

expected, but many did maintain their own guest histories. There appear to be no plans

to provide more information through distribution services since this would add

unnecessarily to the high volume of traffic which the networks already carry.
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Product Development

While they may not provide the information to use as the basis for the development of

new products, distribution systems can offer hotels the potential to provide or become

involved in composite packages. The ability to access accommodation, travel and event

or attraction bookings enables a wide range of products to be sold as short breaks or

special offers. The use of promotional facilities available through most channels can

allow publication of these to agents or tourist information centres while special rates can

be loaded for buyers of composite deals.

Although GDS in particular appear to be the most powerful and therefore useful

systems, few respondents indicated that these contributed to alliances which could have

enabled new products to be developed. There was some interest shown in the use of

destination marketing systems which appear to be ideally suited for use in the

compilation of offers of this kind. Since these systems are still in their infancy in the UK,

their impact is not yet obvious. However, these are included in the guide because of the

considerable potential contribution which they would appear to be able to make to

smaller hotel businesses.

Intermittent Overcapacity

While distribution systems cannot create business, they can be used to ensure that the

details of promotions do reach buyers. This may be particularly useful when demand is

low and there is a need to reduce prices to encourage business. The use of

promotional facilities in conjunction with yield management enables price revisions to be

publicised quickly, again with the aim of increasing occupancy.

In practice, many respondents indicated that yield management was used. The main

interest was shown by the larger operators who operated central reservation offices as

well as using distribution services. The availability of integrated calculation and

distribution facilities overcomes the drawbacks associated with manual rate

maintenance and appears to be necessary if effective use is to be made of yield

management on a large scale. The role of distribution systems in obtaining maximum

benefit from yield management is noted in the evaluation model.
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Complexity of Information

Conventional distribution systems may not provide adequate representation facilities to

enable hotels in niche markets to differentiate themselves from other properties. As a

result, the features which are their selling points may be overlooked and the property

may not appear competitive. The development of pictorial databases resulted from the

need to offer more descriptive material to support properties of this type and these have

been in use by GDS and representation companies for a number of years. These

services are costly and are only available at points of offer or sale where the appropriate

hardware is installed. However, recognition of the usefulness of such a system has

resulted in the development of a DMS which offers a more versatile and functional form

of this service. This facility can provide more elaborate multimedia information about

properties and destinations but delivers this to a greater number of outlets. Most

properties can benefit from the use of this means of representation but those which are

constrained by conventional methods stand to gain most.

Branding

The use of distribution systems enables independent hotels to compete directly with

group or chain owned properties. To an uninitiated guest or travel agent, the properties

listed on the screen all match the search criteria. Companies which once held a secure

position in a market are starting to be threatened by new entrants. At this level, the use

of incentives or agent familiarisation and education may be sufficient to retain business

but identification with a brand may also be beneficial.

Distribution systems legislation dictates that a random selection process is used to

display hotels which meet search criteria. While these may be sufficiently specific to

direct a buyer to a particular property, it is possible that a hotel can be listed alongside a

number of choices. Names associated with quality or value may attract business ahead

of those which are not recognised. This may be a consideration for a property which is

eligible for membership of a consortium, in which case the hotel is identified with that

image. It is important that drawbacks of this sales method are appreciated. The

evaluation guide therefore stresses the need for hotel businesses which are not eligible

for membership to address the problem by educating agents or providing agents with

incentives to book them.
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Cost Competitiveness

There are properties which will not need to use distribution systems of any kind. This is

recognised by some of the survey respondents as well as by some GDS operators. For

these properties, the implication of increased system use within the industry is that their

ability to compete may be increased. They will not have to absorb or recoup the cost of

equipment and staff time which the use of systems involves.

They will also avoid the other problems seen as major drawbacks of distribution system

use, namely fees and commission. Each participant involved in the sales process

between a hotel and a guest takes a fee, either fixed or a percentage. There can be as

many as four layers of commission to be paid, reducing the hotel's income considerably.

As a result, prices must increase or service and facilities will be compromised.

However, properties not represented will increasingly be unable to compete in the same

market as those which use distribution services. There is no suggestion that a point will

be reached where brochures disappear or bookings are no longer made by phone.

However, it does appear that the preferred methods of promotion and sale are

becoming increasingly dependent on the use of channels which are now developing

rapidly and being adopted widely.

Although small properties or consortia could not hope to influence the pricing of

services, the business potential of this market has encouraged the development of a

number of more affordable channels. As these mature, their range of services and

prices should develop to make distribution system access viable for properties of all

sizes. The adverse effect of representation on cost competitiveness will then diminish.

On consideration, this factor may not be as significant as indicated since many hotels

which compete with each other in a market will use the same channels and have to pay

the same commission costs. As a consequence, they neither lose not gain from this.

They should be aware of the usefulness of the systems in their environmental scanning,

however. One intermediary company representative indicated that although information

about rates and promotions offered by any competitor hotel represented on a GDS

could be made available to their members easily and cheaply, few if any ever requested

this.
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Barriers to entry

Entrance requirements

At present, the use of distribution systems by hotels is limited but increasing as a result

of the demands of major travel agents. Hotels wishing to compete for business in this

market need to be represented on a system used by travel agents. This is effectively a

barrier to entry although it has not been imposed by competitive hotels but by the buyers

who wish to reduce their costs and cut the time needed to make a reservation.

This barrier is being removed by the low fees of recently introduced services and the

incentives offered by some travel agencies, which can include offering representation on

GDS. However, although subscription costs are affordable by a great number of hotels,

the operational costs can still be high, so the need to use a distribution service can still

be an obstacle to market entry.

Overcoming physical barriers

The use of viewdata services can help hotels in the leisure and short break markets

overcome barriers to entry. Retail travel agents are physically constrained by the

amount of space required to "rack" brochures and may be reluctant to display

promotional material for new products for which there is no proven demand. This can

lead to a vicious circle which the use of a viewdata based system can overcome. The

popularity of viewdata means that this channel provides guaranteed access to retail

travel agents and in return gives agents details of price and availability without the need

to hold stocks of brochures.

The cost of overcoming these barriers can be significant so hotels should be sure that

their expectations for business from this market are realistic so that the costs of entry

are recovered. The choice between the two main viewdata networks should be made

with an understanding of which is more likely to be used by the agents being targeted.

Power to negotiate with buyers

Implications of Distribution Systems Use	 234



The previous sections suggest that the increase in the use of distribution services is

largely as a result of demand from business travel agents. Although this is not a major

source of business for all properties, these channels have become essential for many

hotels. As a result, the scope for negotiation with travel agents over the use of

distribution services is limited at present.

Emergence of Alternative Channels

As new technology emerges, hotels will have the option to bypass conventional selling

channels and deal direct with guests. The advent of interactive television and the

development of destination marketing systems look likely to provide viable alternatives

which can offer this as a potentially less costly option.

All of the distribution companies involved in this research recognise the potential for

restructuring of conventional channels and most regard this as an opportunity to

increase their business rather than as a threat. The use of a medium such as interactive

television could reduce or eliminate many of the costs associated with network

operation. The consequent reduction in costs could result in reduced commission and

cheaper access for hotels.

Although this may take a while to become widely available, there are signs that it would

be popular with the service providers. Hoteliers did not indicate great enthusiasm but if

a system appears which proves to be easy and cheap to use, this is likely to change. A

major incentive to become involved is that this medium offers guests the ability to

compile their own accommodation arrangements without having to involve staff at the

property.

The rapidly increasing interest in the use of the Internet has resulted in the development

of World Wide Web pages by larger companies such as hotel operators Promus. While

their Web server provides pictorial information and lists of property locations, it does not

yet allow bookings to be made. It is possible to offer a reservations facility through the

Web, as Europcar demonstrates. However, if hotels provide this, the much simpler

access for guests may result in more bookings but with a corresponding increase in the

number of no-shows and the understandable reluctance of buyers to supply credit card

information over the Internet prevents an easy solution to this. This aspect may prove to
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be a considerable problem for hotel operators who should consider the implications

before using this method.

The risks associated with confining all business to one channel are considerable but the

increasing number of available options is starting to offset these. The potential of

commission price increases from GDS may diminish with the arrival of competition.

However, the ability of the systems to handle the increasing traffic should be borne in

mind. Hotels which use automated facilities and depend on one main channel are

particularly vulnerable and instances of distribution system failure are not as rare as

might be hoped (Evans 1993, Hyde and Cohen 1993, TTG 1992a, 1993).

Development of Alternative Markets

The development of destination marketing systems may help to widen the choice of

outlets for hotels and improve their bargaining position as a result. The ability to reach a

large leisure market through tourist information centres or kiosks may eliminate the need

to pay commission to agents since these channels can effectively offer the public a

direct means of access to the distribution network. They can also overcome the steering

which can result from direct incentives or from the vertical integration of agents, holiday

operators and accommodation providers who may have an interest in selling package

tours. Paradoxically, the inclusion in bespoke holidays may allow marketing to be

carried out. This source has the potential to offer more detailed information about guests

and sources of business than would be available from agents selling package tours.

This can be used to refine products or may identify target markets for future

development. However, DMS may have to overcome the barrier which has been left as

a legacy of the failed BRAVO and HiLine systems and hoteliers may be reluctant to

depend on these or even make use of them initially. The benefit of DMS for hotels is the

immediate association with a destination. This is valuable to properties located in a city

such as Edinburgh where the attractions and events draw visitors who then wish to find

accommodation.

In the long term, these options will give support to the travel and accommodation

providers who still wish to deal through agents but have access to an alternative channel

which gives them negotiating power. This may be of more interest to hotels which aim

to reach a wide leisure market since the initial impact of this developments on business
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travel is likely to be limited. These alternatives are included in the guide to ensure that

users are aware of their existence and potential role.

Power to negotiate with suppliers

Availability of channels for hotels

The original distribution system operators were more used to dealing with airlines and

their initial hotel systems were not entirely suitable for representing properties and

holding a range of room rates. The failure of these companies to offer an affordable

service to smaller properties resulted in a sizeable market for suppliers of alternative

systems. The emergence of services from HotKey, Select Hotels, HSSS and TelMe

have provided alternative routes to market for hotels seeking commercial business.

Although all but the last of these still depend on GDS for their distribution, they offer

lower cost alternatives to full GDS membership., the existence of these operations is

starting to provide hotels with bargaining power when dealing with GDS, to the extent

that the GDS companies may consider offering revised service levels and rates for

smaller properties.

The significance of these developments is that although GDS are still important as

distributors, they recognise the enormous potential business to be gained from dealing

direct with smaller operators. The appearance of new channels opens up a number of

possible avenues for hotels which wish to reach international markets. This is obviously

important for hotels since some respondents indicated their concern about being at the

mercy of the distribution system operators.

Limited Choice for Intermediaries - High Switching Costs

While hotels may be offered a choice of channels through which they can gain access to

distribution services, these ultimately depend on the same GDS, namely Galileo. Since

this is the most popular service with travel agents in the UK, the intermediaries have little

option but to make use of it in order to represent properties in the domestic market.

Although these third parties can offer access to other GDS, none of these would be so

effective since their coverage is not wide so the cost of switching to one of these would
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be high in terms of lost exposure. As a result, Galileo has a captive market at present

and there is no independent alternative service in the UK to which intermediaries can

turn or threaten to use when negotiating. The option of using a travel agent as a

distributor is possible but again this not only limits coverage but close identification with

one agency may effectively prevent business being received from others.

Cost cutting through automation

The basis of Select Hotels system for communicating information between properties

and their distribution channels is electronic data interchange (EDI). This presents

opportunities for the development of fully automated enquiry handling, booking

confirmation and property management system maintenance.

The use of EDI in the booking process introduces a technology which is being used to

great effect by large hotel chains such as Forte for the automation of purchasing and

order tracking and invoice settlement, resulting in improved efficiency and reduces

costs.

The use of a computer system to perform routine tasks without the need for operator

intervention can save time and money. The use of a technology such as EDI can offer

this since through the use of standard messages which are interpreted and acted upon

by the computer without the need for data to be entered manually. The time savings,

accuracy and reliability of this technology can be used by buyers, in this case hotels, to

negotiate price reductions with their suppliers.

In a hotel which aims to provide low cost accommodation, there is potential to make

savings both through the reduction in staff workload and because price reductions can

be negotiated with food and beverage suppliers. Hotels aiming for quality service may

also benefit from the amount of extra staff time made available for guests.
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Substitution

Exploitation of alternative channels

In the leisure market, the use of systems makes it possible to compile low price

itineraries which can compete with package tours in all respects, including booking

tickets for events and attractions. The use of GDS provides one means of offering this

but the emergence of DMSs also promises to provide a channel for business of this

type. The advantage of DMS is that it provides association with an area and generally

integrates local transport and event booking facilities with accommodation. This opens

new opportunities for hotels which wish to offer what are effectively themed short breaks

but without a rigid structure and without the need to brochures.

The effectiveness of this channel depends on the breadth of coverage which it offers.

Current initiatives spanning Europe may provide an adequate base but the involvement

of a GDS could also provide benefits through offering access to a wider market.

However, GDS are still largely dependent on hierarchical systems based on mainframe

computers. Their current network technology is intended to support character based

terminals and as such is not capable of carrying the volumes or types of data which

developments in DMS would require. Thus the use of GDS as a distribution medium to

extend their coverage would not appear to be an option for operators of the more

ambitious and functional DMS. However, as a means of reaching a wider market with

which basic property information and reservation requests could be exchanged, the use

of a GDS appear to offer potential benefits to DMS operators.

10.3.3 Operational implications

Distribution systems have the potential to play a significant role in the support of a

hotel's strategic aims. These channels can offer hotels the potential to become more

competitive in existing markets or to strengthen business by providing access to

potential customers in new markets or delivering new products. Some traditional

sources of business can only be reached by this route so hotels cannot remain in these

markets without the use of this technology.
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However, there are serious implications for users as access to distribution services

becomes a necessity for more hotels. Although the systems can contribute to the

operational management of properties, there are significant demands associated with

their use. It is also important to remember that the benefits which are on offer through

the use of these systems are becoming available to a greater number of hotels with the

passage of time. Those which are represented must ensure that they make full use of

the facilities offered by the systems in order to make the most of their investment.

Recent developments can help to make the use of systems easier and there are

operational benefits which overcome some of the drawbacks associated with their use

but the cost and support implications of using these channels should be understood

carefully.

Contribution to Operational Management

The main function of distribution systems in the hotel industry is the exchange of

information between properties and vendors or guests. In chapters 7 and 8,

respondents indicated that the role of these systems in the operational management of

hotels is limited and they appear to provide few management facilities. However, they

can contribute to the running of a property although this requires an effort to understand

and exploit the services offered. This is an important consideration and is stressed as

such in the evaluation guide.

Inventory Maintenance

One of the significant issues associated with the use distribution systems is the

maintenance of room inventory. This is one of the most important pieces of information

which the systems distribute. If it is incorrect, this could result in bookings being turned

away while the hotel still has availability or could lead to guests being given confirmed

reservations which the hotel cannot honour. Either case is bad for a business so it is

important that this is accurate. However, the amount of time taken to maintain this

information is considered to be excessive by a number of survey respondents.

The use of a room allocation method which requires frequent time consuming

maintenance of inventory will make demands on staff or management which can lead to
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the neglect of other duties, incorrect or incomplete data maintenance or abandonment of

the system with associated waste of money and loss of potential opportunity. However,

the recent development of low cost facilities which offer the potential for fully automated

reservation processing and inventory management promises to eliminate this problem.

One example of this is a proposed hybrid scheme which links GDS users to a computer

operated by a representation company. This system deciphers the GDS requests for

accommodation and generates an EDI message which is sent to the appropriate

property. This message is received by a computer in the property which has access to

availability information. This system at the property checks inventory figures and either

updates these and issues a confirmation of the booking or rejects the request. In either

case it issues an EDI message to be relayed to the GDS by the intermediate system.

This use of a shared system to pool bookings for a number of properties enables the

costs to be shared among all of the subscribers. Another benefit associated with the

use of such a system is that a considerable amount of staff time can be saved by the

elimination of manual inventory maintenance and by removing the involvement of staff in

routine reservation processing. The reduced workload can allow staff more time to deal

with guests and offer improved service quality as a result.

The use of fully integrated facilities such as this is not widespread except in proprietary

systems but the base technology exists to enable such a scheme to be implemented. At

present, the missing link in this process is at the property management system end.

There is still a need for developers to adopt an open method such as EDI for

transferring information between their systems and the distribution services. This is

being addressed by at least one intermediary whose proposed system is outlined above

but the widespread acceptance of a standard such as this would offer considerable

benefits to the hotel industry. Survey respondents indicated an awareness of EDI and

showed an interest in the potential use of the technology as a means of simplifying the

reservations process.

Distribution of Rate Information

Respondents supported the suggestion that the use of distribution systems can help to

increase occupancy, both through providing a wider market for a hotel and through the

ability to distribute information quickly. This aspect is of particular importance for hotels

which make use of yield management (YM) and need to publish revised rates very

quickly. Not only do the channels deliver this information rapidly to sales outlets but
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they also provide the facilities to then promote special offers. Respondents reported

increased average room rate and occupancy as a result of the use of this technique in

conjunction with distribution systems.

Integration of Systems

The foregoing does not imply that distribution systems need to be fully integrated with

YM facilities. In some cases, rate calculations are performed by management and the

resulting figures are entered on the distribution system manually. However, linking YM,

property management and distribution systems can eliminate the need for operator

intervention, resulting in a saving of time and expense. This does require that the

systems are known to be reliable since errors can have dire consequences, resulting in

losses through closing out too early, problems from excessive overbooking or the setting

of rates which are too high or too low. It should be possible to monitor the systems and

this should be carried out periodically to ensure that the systems are performing

correctly.

On-line benefits

Integration of systems can produce benefits other than savings in staff time. The

accessibility of inventory on line 24 hours a day means that the last room in the property

can be booked from sales outlets anywhere in the world without time zone problems and

the cost of long distance phone call. Many of the errors and oversights associated with

the traditional booking process can be overcome by the use of standard format screens

with fields which must be completed when making an enquiry or a reservation. The use

of a terminal for communication between agent and property can also help to overcome

language barriers since it can display information in the agent's national language. This

eliminates the need for verbal communication which would depend on both parties being

able to speak a common language.

The use of a distribution system makes the basic guest information contained in a

booking available at the property without the need for re-keying. While this cannot

contribute much to guest history, the inclusion of a frequent guest reference number can

be used to locate details of the guest's previous visits if these are held on a database in

the hotel. This has benefits for the property which can provide personal service and it
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can also saves agents the need to ask about special requests and re-key this

information each time a reservation is made.

It may appear likely that adoption of the technology necessary to provide on-line access

and facilitate the integration of systems would involve considerable expense and

complication. However the implication of recent developments using EDI messaging as

the basis for communications is that these benefits will soon be available and affordable

to properties of all sizes. The rapid transaction times and low overheads associated with

this technology can offer smaller hotels the benefits of distribution systems without the

fees associated with direct access through GDS. This technology also offers hotels a

means of automating their routine business transactions with suppliers.

Operational Demands

Although distribution systems can make a contribution to the operational management of

properties, they make considerable demands on hotel staff and management in many

cases. The results of the surveys indicated that the demands appeared to outweigh the

limited operational benefits perceived by respondents.

Requirement for Training

A significant obstacle to be overcome is the widespread lack of experience of this

technology. Although the need for systems is now more generally accepted, most users

are still unfamiliar with the technology. Distribution systems can be costly, especially for

smaller businesses. The facilities on offer should be taken full advantage of to

maximise the return on the outlay but this generally requires a degree of experience

which is not available. As a consequence, there will generally be a requirement for staff

or management training in the use of the systems and in the handling and processing of

the data which is distributed by them or received from them.

There are serious long term cost implications as a result of the need for training. The

high turnover of staff in the hotel industry combined with the unfamiliar technology

means that most new staff will require some introduction to the use of a distribution

service. Whether this is formal or in situ from other staff, there are still attendant costs

of training or of lost time. This state of affairs will continue for a long time and even
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when system use is widespread, developments will take place and new procedures and

functions will need to be learned.

Disruption of Work Force

The use of a new channel may result in a change in working methods. This is made

worse if it is perceived that the use of a new system poses a threat to job security. The

possibility of redundancies as a result of automation may not be significant at present

but this aspect can cause concern when new systems are introduced. The requirement

for staff to become involved in the maintenance of inventory or rate information may also

impose another burden which could cause problems with staff willingness to use the

system. This may be overcome to an extent by integration of systems which can allow

automation of the reservation and inventory process and eliminates operator

intervention.

Need for Supervision and Monitoring

Once a system has been in place for a while, the process of monitoring every

transaction will cease. However, dependence on the system will increase and this has

serious implications for a business. Problems caused by operators such as errors in

data can result from lack of training or carelessness and in the absence of experienced

supervision or check processes, it may be difficult to identify these. Total automation

may also cause errors to be concealed. This can result in rooms being shown as

occupied when they are free or the wrong rate information being displayed. Any such

mistake could be costly to a hotel and it is important that there are procedures or checks

in place to ensure that the systems are operating correctly. There is a need for regular

monitoring of the systems to ensure that the information it is distributing is meaningful

and accurate.

Sununary

Unless a system is accepted by the people who are to use it, it has little chance of

success. Every possible effort should be made to overcome resistance at as early a

stage as possible. There is a need to explain the function of the system and to train

staff to work with it and monitor it. In effect, this requires the services of a system
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supervisor who understands the role of the system in the context of the hotel This may

have serious cost implications.

Also, the maximum potential of a channel is unlikely to be realised unless those involved

in its operation are familiar with it and trust it. It is likely that a thorough introduction and

careful initial supervision will be repaid by rapid acceptance of the system and the ability

to take full and early advantage of the opportunities presented by it.

Implications of Distribution System Use for the Hotel Industry

Division and Affiliation

It initially appeared that the most significant consequence arising from the widespread

adoption of distribution systems would be the division of the hotel industry into two

groups of properties: those which were represented on GDS and could compete for

certain types of business, and those which were not and therefore were not in

contention.

The implications of such a division would have been significant. It seemed that a large

number of properties would not seek representation because of prevailing economic

conditions, hotel industry attitudes and availability of options. Those which could

become part of consortia would do so, primarily to gain access to distribution facilities,

but many others would lose business or even cease trading unless they could develop

their own initiatives to overcome the problem of access to a distribution system.

The formation of strategic alliances with other hotels in order to spread the cost of

developing systems or sharing codes and fees for membership of a GDS appeared to

be the most obvious approach for those to whom consortium membership was

unavailable or unattractive. The risks for hoteliers taking this upon themselves would

have been considerable even with the assistance of outside assistance. However, the

emergence of intermediaries offering representation and access services now appears

to present a viable alternative to this method. The main benefit which these

developments offer is the ability for hoteliers to reduce outlay by paying a small annual

membership fee to the intermediary then paying a fee for each booking received through

distribution systems. This compares favourably with the typical GDS membership
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schemes which involve payment of a fee regardless of the volume of business

transacted through this channel by the hotel.

Viable Representation, Intensified Competition

These developments have reduced the potential damage to the industry. The options

which have become available provide channels for properties of all sizes. Not only does

the use of these services give hotels a chance to say in contention for trade from

agencies, it also offers opportunities for the development of new business. The

availability of facilities which are more appropriate for smaller hotels looks likely to result

in more widespread use of GDS or alternative channels. As a result, the impact of

distribution systems on the hotel market is likely to grow significantly in the near future

as more properties come to depend on this technology. The increasing accessibility and

acceptability of distribution services has the potential to intensify competition in all

sectors of the hotel industry.

These services offer branding but do not operate in the same way as hotel consortia

since they are independent enterprises which offer a service rather than hotel co-

operatives which also perform purchasing and marketing functions. However, some

strategic alliances may be born out of the possible representation of properties by

business houses. While this may result in less business from rival agencies, the hotels

are likely to benefit because of lower commission while the agencies may well give their

own brand properties preferential treatment.

Leisure Developments

The increased use of distribution channels offers easier access to hotels for agents in

the business market but can also create new possibilities for leisure products. Many of

the problems caused for agents when booking hotels, such as inaccurate inventory

information, lack of agreed rates and difficulties in recovering commission, are starting to

disappear. The improving relationship is leading to more use of systems by agents,

more reason for hotels to be on distribution channels and therefore a greater number

being represented which leads in turn to more use by agents. The "fear of booking

hotels" related during an interview with a business travel agent is rapidly disappearing.

Although the business and retail travel markets are very different both in terms of their
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clientele and their staff, the availability of hotels on distribution services may help to spur

demand for bespoke holidays in place of package tours. The demand for these has not

yet reached the extent predicted a few years ago (Gillin 1990, Hyde 1992, TTG 1992b,

Travel Weekly 1993). However, as with business travel, hotels which are not

represented on distribution systems are not likely to be considered for trade from agents

compiling these.

Demand spurs demand

As distribution systems become more familiar to agents and the systems themselves are

developed to make them easier to use, much of the reluctance to book hotels will

disappear. This will results in the self perpetuating cycle where the increased popularity

of systems use by agents results in a need for hotels to be represented which in turn

makes it easier for agents to find what they want through the systems thus making them

more popular.

GDS operators and agents consider that it is unrealistic to expect more than 35% of

hotel bookings to be handled by computerised means. There are, and will continue to

be, hotels which depend only on telephone and fax for reservations. However, the

increasing availability of access to cheaper and more effectively focused channels may

start to attract business from these properties. It is important for hoteliers to be aware of

what is available for use in their own business and equally important that they remain

aware of what their competitors are doing. Even those who decide that they can afford

to opt out should ensure that they know what is going on.

Business Management Implications

While the increased use is not the threat which it initially appeared to be, it does pose a

potential problem for some hoteliers. The most significant implication of recent

developments is the need for the hotel trade to understand the importance of distribution

services to all sectors. It is important that there should be an awareness of the

opportunities and threats which the use of these channels presents to each business.
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Need for understanding of systems

The initial result of this development is an increase in competition for hotels which are

already represented on GDS and which have benefited from early use of these systems.

This implies that those using the systems will need to make full use of the facilities on

offer to obtain access to as much custom as possible. It is also important that they

make must effective use of the promotional facilities available through the systems.

Need for system to match requirements

In order to make the best possible use of the systems, there is a need to specify and

obtain the most appropriate system at the outset. The variety of systems and number of

routes to them makes it possible to find a channel which meets the requirements.

However, it is also easier to make a mistake when faced with the range and complexity

of options so there is a consequent need to understand the capabilities and limitations

of the systems. Their use can incur the cost of incentives and of agent and staff

education as well as fees and commission payments.

Need to understand direction of business

A further implication of the need to choose the correct channel is the need to base this

decision on an understanding of the hotel's type of business and its target market. From

this comes an indication of how the development of new markets or products will affect

the line of business and how important selling points can be exploited or might be

compromised.

10.4 Summary

In theory, the use of distribution services may appear to offer hotels a significant

opportunity to achieve competitive advantage but there are implications arising from

their use which are less beneficial. Most channels involve costs such as commission,

incentives to vendors and buyer education over and above the operational costs. This

can reduce profits considerably or may make rate increases necessary, reducing

competitiveness.
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At business level, assessing the implications of distribution system use requires an

awareness of what distribution systems can offer a hotel and of what a channel will

demand in return from a businesses which uses it.

The former requires an understanding of the role of a channel in achieving strategic

aims and of how a distribution system can contribute to routine operational

management. The latter deals with the demands which using a system will make on

hotel staff and management.

Previously it appeared that the need to be represented through a distribution system

posed a threat to the independence or livelihood of some hotels. Although the restricted

choice of channels is still a serious limitation, this is being overcome and recently

developed alternatives such as large scale destination marketing systems promise to

offer access at lower cost and with fewer compromises.

The increasing number of channels adds to the present complexity to give rise to a need

for clarification, information and guidance. The following chapter presents a method of

analysing business requirements and identifying the implications associated with the

specific indicated channels. Its use enables an informed decision to be made by

hoteliers considering distribution system use.

10.5 Conclusions

There are many opportunities for those who can learn how to use distribution systems to

develop their business. The implication of the emergence of new routes is that there no

longer appears to be a need to choose between sacrificing autonomy and losing

business. However, the easier and cheaper access may result in an increase in

competition in certain markets.

Businesses considering the use systems must understand their information and

distribution requirements. It is important for all users of the systems to learn how to

monitor the performance of these channels. They must also be alert to the possible

pitfalls and dubious practices perpetrated by some users.
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Hoteliers must also be aware that the channels for the distribution of information about

their products are developing quickly. While a property may not receive much business

from a travel agency, its inclusion in a destination database could result in an

association with a location or event which results in significant trade.

The process of fitting systems to requirements is not trivial as the foregoing section

indicates. As more channels are becoming available which match the requirements of a

wider range of properties, the process of choosing between them becomes increasingly

difficult. Although it is important to assess the initial need to use a distribution service

and to identify the requirements which a system must satisfy, there is still a lack of

material which can help to identify the most appropriate channels to specific business

needs.

The following chapter proposes a method by which this assessment exercise can be

performed.
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11. Distribution System Evaluation Process

11.1 Overview

Much of the research has concentrated on global distribution systems since these are

the most widely used channels for the distribution of TT&L product and reservations

information. However, this work has also stressed the significance of other channels

which offer low cost access to GDS or bypass these services altogether.

Given the growing demand from agents for hotels to be represented on GDS, there is a

need for hoteliers to decide on whether the volume of business received from agencies

makes the use of distribution systems of any type worthwhile. There are many hotels

which receive the majority of their bookings direct from guests by phone and which may

not appear to stand to benefit from representation on a distribution system.

The primary research in chapters 6 to 9 aimed to assess the prevailing situation

regarding the extent of, and attitudes towards, the use of computerised distribution

systems by the UK hotel industry and to indicate the possible outcome of current

developments in this field.

The previous chapter uses these findings to support or temper a theoretical view of how

the application of distribution systems can assist hotel businesses seeking to match, or

gain advantage over, their competitors. It also indicated many of the drawbacks and

threats associated with the increasing use of this technology. In the course of this, it

started to address the problem of turning information about the prevailing, potentially

confusing situation into a means of arriving at a solution to the problems encountered by

existing or potential users of the various distribution channels.

This section of the work presents a mechanism to assess the need for a hotel property

or company to be represented on distribution systems and for identifying the most

suitable channel available in the UK. It proposes an evaluation process comprising a

number of discrete stages. Each stage includes details of the factors which influence

the suitability of a particular route. The guide is not intended to provide a "correct

answer"; rather, it identifies the considerations and compromises associated with each
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distribution method. The aim is to allow an objective assessment of benefits and costs

to be made at each stage for any possible combination of systems.

11.1.1 Terminology

This section uses the terms distribution system, service and channel to refer to any route

by which a hotel can distribute product information or receive bookings. No single

expression adequately covers the various services and products which can provide this

function. Although it is not strictly correct to do so, these terms have been treated as

being synonymous for the purposes of this chapter.

11.2 Rationale

The research described in this work found that representatives from properties of all

sizes and ownership types showed interested in the use of distribution systems. The

reasons for using these systems, and consequently the factors to be considered by

users, varied between properties. Many respondents not already using GDS face a

decision about the use of systems in the near future but are confused by the maze of

possible channels between their property and its market.

The variety of services available from intermediaries, representation companies and

marketing groups adds to the range of GDS operators and local distribution initiatives to

present a potentially confusing array of possible distribution channels. New means of

distribution are being made available and although these aim to simplify access between

hotels and sales outlets, their presence confuses the issue even fuilher. It is important

that the potential users should be able to assess the facilities which these offer as well

as the costs of use and limitations associated with each service.

However, in many cases these people have no experience of computerised distribution

methods of any kind and have limited understanding of the issues associated their use.

As a result, they often do not know which questions to ask or what factors to take into

consideration. Even when tackled appropriately, the complex issue of GDS

representation can present many problems. In the absence of advice, and typically with

limited time to assess the options fully, it is inevitable that mistakes will be made by

hoteliers who choose the wrong route. It is important for hoteliers that they understand
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the options open to them fully before committing to the use of a particular route or

channel. This applies to all hotels but is particularly significant in the case of smaller

operators where access to impartial advice may be hard to come by and where there

may be limited ability to recover from an expensive error. A wealth of information is

available from distribution service providers but there is little objective material to assist

a would-be user through the complex process of evaluating the potential routes and

assessing the costs and benefits associated with each.

This work addresses the problem by presenting a means which enables the most

appropriate means of distribution to be assessed according to the particular

requirements of a property.

The initial research plan proposed the development of a simple model relating hotel

profile and system use, based on the findings of the research. The aim was to refer to

this to identify the appropriate method which a particular type of hotel should use.

However, the results of the surveys have indicated that there was no rule of thumb

which linked the more obvious characteristics of a property, such as size, location or

product, to the optimum means of reaching the market. There may be a number of

potentially suitable routes through which a particular hotel can be sold so a "look-up

table" which aimed to indicate a single best solution was also considered to be

inappropriate. Instead, a flow chart is produced to illustrate the stages of the evaluation

process and this is accompanied by a hypertext document which acts as a guide.

These devices do not produce a prescriptive method of identifying the correct route.

There are several reasons for this. The first is that, because there may be more than

one route which would be suitable, it is left to the user to weight the factors on the basis

of detailed knowledge, experience and ability in order to decide how best to proceed. It

is also likely that new systems and channels will be introduced over the next few years

which an open model of this type can accommodate readily. Finally, the use of

hypertext enables the facility to be made public through the World Wide Web. This

increases the accessibility of the work and increases its usefulness through the use of a

technology which is becoming increasingly popular for publishing material.

The hypertext document enables the reader to move easily between sections at will in

order to conduct an investigation directed by lateral thinking rather than having to follow

through the document in a linear process. This is hoped to encourage the reader to
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research all possibilities. It also accommodates the need for several lines of

investigation to refer to the same material while still providing a logical progression

through the search.

11.3 The Evaluation Process

11.3.1 Focus of the Evaluation Process

This research found that group and consortia hotels are most likely to have access to

central reservation facilities and global distribution systems. They may also have access

to support staff and consultancy services who can offer advice on the use of systems.

While some hotels may have joined a consortium to gain access to a GDS, this option

may not be a viable option for every independent hotelier. There are many who would

not wish to sacrifice their independence and others whose hotels are not eligible for

membership for various reasons including opposition from local competitors who are

already members. Also, some smaller groups or consortia have little experience of the

technology and limited resources to enable investigation of the subject. The need to

understand the issues associated with the use of GDS or alternatives will become

important for hotels if their markets change or competitors adopt new selling methods.

In the absence of guidance about how best to approach the use of distribution systems,

it is likely that damaging mistakes will be made by those who can least afford to make

them.

This guide therefore includes factors which are relevant to operators of smaller groups

and consortia or independent hotels although the focus is intended to be as broad as

possible in order to be of use and interest to a wide readership.

In some respects, the adoption of distribution systems is similar to that of any computer

or information system. The use of conventional system analysis and design methods

could therefore be proposed as a means of identifying requirements and designing a

solution. However, the aim of this work is not to devise a new system from scratch but

to identify how existing distribution channels can be put to best use. Even so, many of

the questions asked in conventional analysis are pertinent in this case. The outline
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structure of the guide is also similar to block diagrams employed in the early stages of

system analysis.

11.3.2 Aims of the Evaluation Process

The aim of the device is to identify the most appropriate distribution channel, or

channels, which meet the requirements generated by specific objectives. The intention

is to ensure that decision making is based on business needs. This results in a list of

choices are recognisable to a hotelier with no understanding of the technology behind

the systems.

11.3.3 Overview of the Evaluation Process

The guide is loosely based on a decision tree which typically uses a series of questions

with "yes" or "no" answers to form a binary tree. However, since this particular exercise

involves deciding among a number of options at some stages the conventional two way

branch diagram is considered to be inappropriate so is rejected.

A list of options or considerations is presented at each of the decision stages,. These

can be assessed with regard to internal and external factors which may be given

weighting to assist the prioritisation of requirements or indicate where compromise may

be necessary. The use of this method is preferred to a process which attempts to make

the guide produce a unique solution for each set of requirements. As new channels

become available they can be added in parallel without upsetting the structure of the

model as would be the case with a binary decision tree.

11.3.4 The Evaluation Process: Stage by stage

The evaluation guide is shown in two forms. The first, described below, is shown in

block diagram form (Figure 11-1) and includes tables which give details of the factors to

be considered at each stage. This can be considered to represent the theory upon

which the working model is based.

Distribution System Evaluation Process 	 256



4' Ii t

Define distribution
requirements

IN'	 1% 

Match service
facilities to stated

requirements

I1

Assess need for
distribution system

Internal
influences

Identify demands
imposed by channel

The working model develops this to produce a hypertext page which can be used to

indicate the most appropriate channels to meet a set of requirements.

The Evaluation Process: Theory

The evaluation process is divided into a series of assessments, illustrated below, each

of which deals with one specific aspect of the overall evaluation. Each stage has inputs

in the form of factors which may dictate the suitability of particular channels. It also has

outputs in the form of the various options to be considered at the next stage process.

4, 1i' I
External influences

& constraints
Assess

feasibility

4/

Implement
system

Internal influences
& constraints

Figure 11-1: Distribution channel evaluation flow chart

The component processes are:

• Assess fundamental need for distribution system;

• Define and prioritise distribution requirements;

• Find match between system facilities and stated requirements;
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• Assess demands made by system;

• Assess feasibility of possible solutions and accept channel or re-define requirements;

• Implement system.

The reasons for this structure and the function of each stage are now explained.

Note: In practice, the implementation of the system or channel would be the final stage

but this aspect is not covered in detail by this work.

Assess fundamental need for distribution system

The first stage of the evaluation process involves an assessment to ascertain that a

need exists for the use of distribution systems. This stage is kept as simple as possible

to allow it to be used without knowledge of systems or related technology.

The deciding factors are derived from the reasons given for using distribution systems,

as obtained in the course of the research. These results indicated that in general the

need to use a distribution system will be influenced by a hotel's target market and

product type, competitor activity, and current and emerging buying trends. The list of

factors included in the first stage of the model is not exhaustive.

Market location

Market type

Increased operational efficiency

Cost of existing channels

Volume of business available

Behaviour of competitors

Current buyer practice

Anticipated buyer behaviour

Complexity of product information

Needed for formation of alliances

Source of business

Aid to service quality

Image enhancement

Figure 11-2: Possible reasons for adoption of distribution services
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This outcome of this stage could be in the form of a "yes" or "no" decision since it exists

primarily to establish whether further detailed analysis is worthwhile. If this results of this

stage indicate that there is no need to use distribution systems to respond to prevailing

or future pressures, the suggested action is to continue monitoring the situation through

conventional methods. On the other hand, if the assessment indicates that use of

distribution systems is necessary or would be beneficial, the guide offers more detailed

analysis in the next stage.

Define and prioritise distribution requirements

The main aim of the second stage is to state the specific requirements which the

achievement of business objectives will make of an information distribution and

collection facility. This process should result in the definition of a list of functions which

the business can realistically expect a solution to provide.

The process is in two parts: in the first a requirements list is drawn up in accordance with

the needs identified previously. This should include the range of functions and criteria

which an ideal system would provide, based on the list in Figure 11-3. The second

stage involves a review of this with reference to the possible internal constraints and

considerations which might change the requirements or alter the scope of the system.

These are listed in Figure 11-4. While it is not suggested that all of the factors will be

influential in every evaluation, it is recommended that they should not be overlooked.
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Reach specific markets

Gather information

Share information among properties

Distribute information within property

Automate/accelerate reservation processing

Offer 24 hour access to buyers

Provide accurate inventory

Support yield management

React quickly to competitors pricing

Cut reservation handling costs

Gain access to marketing services

Develop or support brand image

Change direction of business

Figure 11-3: Business requirements to be met by distribution systems.

Again, not all of the following internal factors may be relevant but it may be necessary to

consider many of these in the course of assessing the suitability of a channel.

Requirement for information sharing within property,

group, consortium

Availability of backing - management support and staff

willingness

Available finances

Current promotional practices: business needs, costs,

contracts

Membership of organisations with conflicting interests

Ability to assess and guarantee return on investment

Ability to assess effective operation, audit, check

accuracy

Availability of support from backers - shareholders,

banks etc.

Fit of channel with present and future business

objectives

Figure 11-4: Internal Influences and Constraints
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The definition and refinement of requirements may need to be repeated in order to

achieve an acceptable specification which meets requirements while staying within

internal or external constraints. It may be necessary to prioritise requirements so that

less important functions can be sacrificed in order to meet the basic aims of the

exercise.

Find best fit between system functions and stated requirements

Once the requirements have been specified, the offerings of distribution service

providers can be judged against these. Much of this work can be done with reference to

literature in the first instance so that totally unsuitable channels can be rejected without

wasting time. A short list of options which match the requirements can be drawn up and

the products examined in detail both on paper and by direct contact with the providers.

It may be necessary to revise the list of requirements and to compromise on function in

order to find a service which appears to affordable yet provides the essential faculties.

Although this seems to duplicate the work of the previous stage, the constraints are

different so this process should be performed separately.

This stage may identify a number of possible routes according to the requirements

specified. In such a case, the relative merits of potential solutions can be assessed

easily by comparing the availability of certain functions or the price of particular services

for example. In general, and particularly where there is difficulty in choosing between

similar services, details of reference sites should be obtained where possible so that

existing users can be contacted for their views and details of their experiences.

It is acknowledged that it may not be possible to meet all requirements using only one

distribution service or it may be that no system or channel appears to meet the

requirements. In this case, the reasons for considering distribution channels should be

reviewed since most of the requirements associated with their conventional use are

included in the model.

It is also possible that a number of solutions which merit consideration will emerge from

the analysis. In these cases, quantitative evaluation of each option can provide an

additional means of comparison. The adoption of a specific channel will inevitably
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impose demands, described in the following section, and many of these can be

translated into costs. The methods described in the feasibility study stage can be used

to calculate figures for use in objective assessments.

Identify demands made by system

The previous stage in the evaluation aimed to assess how well the functions provided by

the distribution service met the specified user requirements. It is equally important to

identify the demands which the use of a particular channel makes on its users.

This process involves compiling a list of the requirements which will arise from the use of

a distribution channel. The obvious factors include membership fees, routine

maintenance of information and system support requirements. However, the use of a

new method of representing a property may involve the use of unfamiliar equipment in

which case the provision of basic training is important. The cost of this may be included

in the fees or may be additional. Possible expenses such as this should not be

overlooked and this stage aims to identify as many of these as possible for inclusion in

the following assessment.

The following list is not exhaustive nor will all of these factors be relevant in every case.

However, the use of certain systems will result in the need to consider many of the

following.
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Direct costs - representation fees, commission

Indirect costs - training, initial demands on staff

Operational complexity

Cost of obtaining additional information from operators

Need to install supplementary management systems

Demands of routine maintenance of information

Need for system support and maintenance

Need to conduct own marketing or promotion

Need to understand system operation & subscribers in

order to maximise return on investment

Need to assess if level of business justifies use of

channel

Damage caused by loss of personal contact in the

course of reservations

Need to recruit staff with system experience

Need to educate agents about features of hotel and

availability through new channels

Need to understand role of system well enough to be

able to assess success of operation

Figure 11-5: System-imposed demands

Assess feasibility of possible solutions

Most of the ground work to permit a feasibility study has been done in earlier stages.

This stage suggests the procedures to follow to ensure that the solution indicated by this

analysis in the previous stages can actually be achieved and is acceptable. This

process involves assessing the costs and benefits associated with a specific channel,

taking into account any related internal and external incentives and constraints. A list of

the factors which might influence this assessment is given below.
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Initiatives - EU funding for tourism etc.

Cost of money - current interest rate, volatility

Levels of occupancy - state of economy

Current and future buying patterns and methods

Legislation - are systems fair?

Incentives - offset taxation, capital allowances

Rate of development of systems - obsolescence,

possible future developments, costs of inaction

Competitor actions - does system use give advantage

or is it necessary to stay competitive

Market - stage in life cycle: growing, mature etc.

Figure 11-6: External influences and constraints.

Where possible, the benefits which use of a distribution system is expected to provide

and the requirements which this will make in return should be evaluated in quantitative

terms. At its simplest level, this may involve calculating the cost of staff time required to

maintain the information on the system, offset by the time saved per booking. The

evaluation of less tangible benefits, such as the worth of marketing services for

example, may be difficult but should be performed if possible. Both immediate and long

term advantages and risks should be included in the evaluation of effectiveness and

affordability since the adoption of a distribution channel is unlikely to be undertaken on a

regular basis.

It may be difficult to calculate cost savings or maintenance overheads without

experience of using a system. It is therefore important to make contact with other users

of a similar system if possible so that information about these factors for use in this

stage of the evaluation. If the cost benefit analysis is performed using figures then a

final decision about the adoption of a distribution service can be made in the knowledge

that it is based on information which has been produced using quantitative methods

wherever possible.

The decision whether or not to adopt a particular channel must now be made. If an

acceptable method has been identified, all the factors and requirements considered or

stated as part of the decision process should be discussed with the distribution service
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provider. This is an important factor in deriving the maximum possible benefit from this

evaluation. It is easy to overlook important points or assume incorrectly that a specific

function is included as part of a service or that the provider is aware of a particular

concern.

If it is not possible to identify an acceptable distribution channel, it will be necessary to

conduct part of the evaluation again. Since the analysis and selection process has been

carried through to the final stage, it is likely that there is a definite need for the

introduction of a distribution service. It is also probable that the specified requirements

could be met using available methods but that the financial or time burdens resulting

from the use of a particular channel cannot be borne. It may be necessary to consider a

number of options in order to overcome such a problem. For example, cost problems

might be overcome by restricting the functions which the service is expected to provide;

extra staff, possibly part-time, could be recruited to maintain the system, especially at

the outset.

Compromise is likely to be necessary in a number of cases. However, given that the

cost of using distribution services may decrease as this becomes a more actively

contested area, it is possible that a solution which appears to be too expensive initially

may soon reduce in cost. The introduction of facilities which eliminate much of the

operator intervention required at present will also result in lower running costs and

reduce the need for staff training. In these situations, it may be worthwhile to leave the

initial requirements as specified and either wait until the means of achieving these

becomes affordable or over commit initially in the hope that prices and time

requirements will soon be reduced to a more acceptable level.

If the constraints are such that there is no way of meeting even the minimum

requirements, even through compromise, there may be no option but to postpone the

adoption of distribution services. In this case, it is worthwhile repeating the evaluation

process on a regular basis, paying particular attention to the emergence of new

technology and the development of existing channels to offer new facilities or improved

facilities and reduced costs.
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Implementation

The implementation phase is not described in detail. There are too many issues which

depend on the particular channel and the characteristics of the hotel for the inclusion of

a worthwhile discussion of this topic to be practical.

11.4 Influences on the Evaluation Process

The following section provides a more detailed account of the considerations which

should be taken into account, as described in the stage by stage description of the

evaluation process. The significance and sphere of influence of each factor will now be

discussed. The incorporation of these into the evaluation process is discussed above

and illustrated in the later section dealing with the model.

11.4.1 Assess fundamental need for distribution system

Introduction

There are many factors which can influence the fundamental need for a property to be

represented through a particular distribution system. This section deals with the need

for hotels to be represented on any distribution system and also considers the factors

which would result in requirement to change from one type of technology to another.

Factors

The market to which the property aims to appeal is of primary importance since the

location of buyers and the best means of access to them will be related to this. If a hotel

targets UK holidaymakers then a GDS is not needed to reach them. If overseas markets

are important, a property may have to be made available through GDS. Direct pressure

from competitors will also influence need. A hotel located near an international airport

would need to be represented through a system offering airline and hotel reservations

facilities in order to compete with other similar properties which use this distribution

method.
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Product influences the need for distribution systems, especially at the lower end of the

market. People searching for low budget accommodation may not go through agents

and would normally have no point of access to distribution systems. In this case there

would be no need for a property to seek representation. At the opposite end of the

spectrum, a hotel offering a distinctive product which can achieve high occupancy

through magazine advertising and word of mouth would also have little need of

distribution systems.

The current practice in a market dictates where buyers expect to find information about

products and services. While advantage may be gained from early use of new

distribution methods, there is little point in incurring expense if a conventional channel is

performing adequately. The development of links between systems may offer access to

multiple channels from one point of contact and eliminate the need for a hotel to seek

additional distribution facilities. However, since viewdata and GDS, for example, are

aimed at different markets, the distribution of viewdata information via GDS is unlikely to

achieve the same results as the use of a GDS hotel product. Operating without the use

of a distribution service in a market where the use of distribution services is the norm is

likely to result in little business.

The need for adoption of new methods may arise from a change of market. However,

changes of method within an existing market can occur as a result of demands from

major outlets. An example of this is the decree from travel agents that hotels must be

available on GDS if they are to be eligible to receive business. The need for compliance

will be determined by the volume of business received through this channel and

potential developments involving sources of business. A channel should be considered

useful if it generates sufficient business to pay for itself. It must therefore be accessible

by sufficient numbers of buyers or agents to make its use worthwhile.

11.4.2 Define requirements

Introduction

The facilities which a distribution system might be expected to provide will vary widely

from property to property. This section provides an indication of both the general and

specific functions which might be required. The definition of requirements and process
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of matching these to the facilities provided by different channels should be performed

separately. However, the evaluation guide combines requirements and channels to

provide an analysis tool.

Factors

The factors which influence the eventual specification of a distribution channel fall into

two categories, namely essential and desirable but dispensable. It is obviously most

important to identify and define requirements in the former category correctly but the

latter considerations can be useful if the need arises to choose the best of a number of

possible channels.

The reason for using distribution channels is to communicate information to specific

markets but the breadth of coverage and kind of outlet to which can be accessed will

differ from service to service. The specific details of the type of market to be reached

should therefore be determined at this stage.

The data gathering facilities available through some distribution channels are limited as

is their ability to share information between properties. Although there are systems

which can offer the facilities to create a guest history database, a requirement of this

type must be clearly specified since this will restrict options at a later stage. This factor

may be of particular importance to groups or consortia.

The requirement for association with a recognised brand may not be a primary reason

for seeking representation through a distribution system but the availability of this may

be significant when differentiating between options which are otherwise similar. Some

responses to the surveys indicated that the use of distribution systems gave a hotel a

more professional image.

There may be a number of closely linked requirements such as the provision of 24 hour

access to inventory, easy exchange of data between hotel and sales outlet, faster

reservations processing and rapid access to accurate reservations information. These

could be stated more simply as a requirement for a fully automated channel linking the

property with its market. However, the process of stating and considering each factor in

full may identify associated requirements which the simpler definition might obscure.
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The expanded form of these requirements is therefore recommended for use in the

channel evaluation stage.

11.4.3 Demands

Introduction

The use of distribution systems will generally be adopted to provide services which will

enable hotel management to achieve its aims. However, the use of these channels can

subject the business to considerable pressures and demands. This section discusses

these factors and indicates their significance.

Factors

The most obvious demand which will result from the use of a distribution channel is the

cost. This was cited as a significant concern by respondents to the research

questionnaires. Direct costs such as service fees and commission membership are

generally related to the level of service required and can be minimised by careful choice

of channel. However, the less obvious but possibly more significant costs arise from the

amount of staff time required for training in the use of a new systems or maintenance of

information it distributes. The generally high turnover of hotel industry staff does nothing

to alleviate this problem.

The operational complexity of the system will have considerable influence on the need

for staff training. Paradoxically, a channel which offers more facilities may be simpler for

operate and support since it may offer a greater degree of automation and eliminate

much of the time consuming tasks like inventory maintenance.

While all channels provide basic data as part of the booking process, the provision of

supplementary information may result in considerable expensive. Some distribution

services also provide little in the way of marketing or promotion. This may result in the

need to engage another company specifically to provide this service. Alternatively,

some channels include a fee for marketing which may not be necessary if a property is

already represented through a marketing consortium.
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One of the most significant demands which the use of distribution services makes is that

every business assessing potential channels should ensure evaluation is undertaken by

somebody with sufficient understanding of all significant issues. The important factors

include market and products, the specific features of each system under consideration

and the ability of existing staff to implement, operate, maintain and support the

distribution channel. It may be that this requirement can only be satisfied by engaging

the services of a consultant which will inevitably incur further cost. Once a channel is in

use, it will require routine auditing to ensure that it is cost effective and this will always

be necessary to ensure that resources are directed towards the use of the most

effective method of distribution.

Even if the most suitable distribution service is used, it is necessary to ensure that

sufficient custom is received through it channel to justify the expense. This in turn

demands that users must learn how to exploit any promotional facilities available

through the system in order to maximise the return on the investment. This may involve

education of hotel staff in the use of the system while agency staff may need to be

made aware of the existence of the hotel, the facilities which it offers its availability

through a particular system and any incentives which may be offered for reservations

made at the property.

A cost which is less quantifiable may result from the loss of direct contact with guests or

agents as a result of the use of distribution systems. However, while this may be a valid

concern, agent loyalty can be bought through incentive schemes and telephone

bookings are still common and unlikely to be eliminated completely. In return, cost and

time savings resulting from automation should eventually enable staff to offer improved

service to guests.

11.4.4 Feasibility Study and Acceptance

Introduction

This is the final stage in the evaluation of a specific system and should include

assessment of whether the demands imposed by it can be met as well as considering

other internal and external factors which may influence its acceptability. The inclusion of
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these factors is delayed until this stage so that they can be applied to a potential

solution which has been arrived at objectively. Not all considerations is a feasibility

study are financial. Many have to do with the subjective reaction of management and

users, without whose support the successful adoption of even the most suitable channel

is not feasible.

This stage also makes reference to long term checks which should be used to monitor

the effectiveness of the channel. The ability to implement these at the outset is

important and influences the feasibility of any chosen solution.

Feasibility Considerations

Channel internal External

Client base Existing contracts & agreements Legislation - fairness of system

Contract conditions Backing for expenditure Phase of target market life cycle

Experience of operators Managerial support for system Government initiatives

Financial stability Ability to operate system Interest rates

Robustness of product Fit with planning time scales General health of business

Access to appropriate outlets Ability to assess r.o.i. Technology - too old, too new?

Demands on hotel staff Ability to assess performance Buyer trends

Costs - fees, commission etc. Match objectives - e.g. cut costs Incentives - tax relief

Suitability of medium HRM relations- staff, unions Competitor actions

Figure 11-7: Feasibility Considerations

Demands associated with channel

The possible demands which the use of a service may make have been considered

previously. At this stage, the costs associated with meeting these should be calculated

where possible. It may be possible to offset some expenses as explained in the

following section.

Internal Factors

While many considerations arise from market and technology, some are related to

internal factors such as working practice, resources and attitudes. These may affect the
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acceptability of certain types of system. If these are not considered carefully then it may

prove difficult to adopt and support a distribution system with any degree of success.

The need for support from management and staff is significant. Without this, adoption

of any new service will face problems. At operational level, users may have to accept

changes to their jobs and to manning levels. Management involved in approving

expenditure must be made aware of ongoing costs and the possible need to operate a

new service alongside existing distribution channels. Even if the cost of this may not be

prohibitive, the seeming lack of need for another outlet may cause resistance to its

adoption. The limitations of a channel should also be made clear to backers, especially

if it is expected to be used to provide additional services such as e-mail or to provide the

means to share information within a group or consortium. These functions are not

normally offered by distribution services and may involve extra expense and

complication.

Current promotional practices or existing contracts may restrict the options or limit the

services which can be used. Unless all of the functions which are being paid for are

being used, costs may be duplicated and the maximum possible return will not be

achieved from the use of a channel, lessening its viability.

Procedures to monitor the performance of the channel should be considered at this

stage. If it is too costly or awkward to measure the level of business obtained by this

route, this will make calculation of the return on investment difficult, if not impossible.

The practicality of implementing an auditing scheme should be considered as part of the

feasibility study.

External Factors

The environmental influences which affect all businesses should be considered in the

course of the feasibility study.

The type of channel chosen may be influenced by the existence of initiatives such as

government or EU incentives. For example, if funding was made available to encourage

use of tourism related schemes such as destination marketing systems, this might

influence the decision of hotel proprietors when comparing a number of possible
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options. Prevailing tax and capital allowances may be important if the purchase of

computer hardware is necessary while the bank rate will also influence willingness or

ability to incur expenses. The rate at which computer equipment becomes obsolete is

also a significant factor and most hardware consequently has a very low residual value

after a short time.

There is no guarantee that use of a distribution system will result in increased business

and even legislation which dictates that hotels are listed in random order on GDS cannot

ensure a sufficiently regular showing to merit being represented.

The state of the economy will influence occupancy and may either drive hotels to adopt

new means of reaching wider markets or force cost cutting which prevents expenditure

on any new projects.

Changes in buyer behaviour will influence the usefulness of particular systems over

time. While this is likely to be a long term consideration which the channel providers

should also work to address, it would be a significant factor in any plan to develop an in-

house facility.

The maturity of a market will influence the feasibility of a particular solution. In a new

market, early access may enable exploitation and establishment of a strong position

while in a declining market there may be little incentive to invest in technology which

might provide little return. Early use of a technology will only be feasible if sales outlets

expect to be able to access the specific products and services through the service and

are prepared to use it in sufficient volume.

11.4.5 Safety Check

Finally, it is important to check that the channel being considered does in fact support

the business objectives which were stated at the beginning since the achievement of

these is the reason for conducting the analysis.
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11.4.6 Expert Systems

The process of channel selection is considered to be appropriate for use as the basis for

an expert system. Each stage consists of an evaluation based on a set of criteria which

could be used as rules in the system. However, the use of the hypertext document

offers a simple means of exploring the subjects and this may prove more successful in

this situation since there is no single "correct answer". Further development of this is

beyond the scope of this research but may be the subject of future work.

11.5 Summary

The selection of an appropriate method of distribution is an involved process. The

division of the evaluation into a number of steps is considered to be the most practical

approach. The overall process is simplified by conducting each distinct phase with

regard to the specific factors which pertain to it. The decision to progress to the next

step, repeat the present assessment or repeat an earlier stage can be made at any point

in the process. This means that alterations to specified requirements or new information

about the demands imposed by a system can be accommodated without the need to

perform the complete evaluation from scratch.

The evaluation model includes a number of factors which should be considered during

various stages. The contents of these lists will change over time as facilities which are

optional at present become available as a matter of course and as new channels and

technologies emerge. It is important to evaluate the specific needs and requirements

and to assess the appropriateness of existing channels or alternatives on a regular basis

to ensure that the best method is used.

The material gathered during the questionnaire surveys is used as the basis of this work

but it is not possible to provide an exhaustive guide which covers every business need

and distribution option in detail. Some extrapolation may therefore be necessary in a

number of cases.
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11.6 The Hypertext Model

The reader is now directed to the computer based evaluation guide. This is based on a

document which uses the html (hyper-text mark-up language) standard and can be

accessed using a browser program such as Mosaic or Netscape.

The hypertext guide is intended to assist users involved in evaluating distribution

systems available to hotels. The factors which should be taken into account at each

stage of the analysis are indicated but it is up to the user to decide whether or not these

are relevant in the case of their business.

The model is not considered to be complete in its current form which primarily serves to

illustrate the decision process and to indicate the possibilities offered by the use of

hypertext. Indeed, it is unlikely that the model will ever reach total completion since it is

intended to be evolutionary with development continuing throughout its lifetime as input

is received from the various groups which may wish to make use of it. For this reason it

does not offer information such as details of cost for particular channels since the vast

number of permutations available prevents the satisfactory creation of an exhaustive

guide. Instead, the system is expected to evolve to a point where this information will be

made available through connections to other on-line guides.

The use of hypertext makes the guide system particularly well suited to distribution over

the WVVVV. This medium achieves the objective of making the information available to

as wide a readership as possible. The VVVVW is also considered to be particularly

appropriate since it is proposed that the system will be extended to invite on-line

feedback from users. This will enable the development to be directed such that the

relevance of material displayed can be gauged. Comments about how easy the system

is to use and understand can be used to help tailor future developments in accordance

with user requirements.

In its present form the hypertext document acts as a source of general information to

those seeking guidance on the many different distribution systems available to hotels.

However, the use of an interactive medium also enables the scope of the system to be

developed from this somewhat restricted initial form. The current model is limited to a

snapshot of the various generic types of system which are described in very broad
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terms. It makes no reference to suppliers, details such as cost or specific features

associated with particular systems. It is anticipated that a VVVVW version of the model

would be linked to Web pages operated by system suppliers who could use the guide as

a front end through which would-be users could gain access to product details. The role

of the system could then develop from being a source of general guidance to become a

decision support facility for hoteliers seeking specific information about particular types

of distribution systems or wishing to compare alternatives on a quantitative basis. This

enhancement could be extended to offer direct communication between users and

suppliers so that information not available from the guide or supplier pages can be

obtained easily and quickly.

The sources of information which could be accessed through this guide are not limited to

system suppliers. The evaluation process refers to incentives from government or EU

sources. This section of the could be linked to a more detailed display which indicated

any grant schemes available for training and gave details of local enterprise companies

or contact names in the EU to whom enquiries could be made, again through the use of

the Internet for e-mail or via an on-line enquiry facility.

It is acknowledged that the system in its anticipated form relies heavily on the use of a

technology which is not yet widely used in the travel and tourism industry. The guide is

specifically directed at a sector of this industry which has so far proved to be generally

uninterested in the use of information technology so the use of the VVVVW as the sole

distribution medium defeats this purpose to a great extent. It is necessary to address

this issue if the guide is to achieve its aim of offering a straightforward introduction to

distribution systems technology for users who have no need or wish to gain access to

the Internet. For this reason, users who are daunted by the prospect of making use of

the WWW would be able to use a static version shipped on disk which would be

installed locally without the need to connect to the Internet. A number of additional

pages could be included with this so that much of the information from suppliers and

other information sources would be available. This would obviously not be dynamic and

could therefore become out of date very quickly but it would offer a more simple

alternative for these users.

The current version of the guide can be considered to be testing the technology and as

such is the first stage of a long term development. It is proposed that this guide will

eventually offer a means through which interested parties can request information about
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distibution systems, either from suppliers or from other users. The next stage in its

development is to make the guide available on-line and to inform would be users of its

existence. Part of this process involves developing a means by which users can

communicate with the developers of the guide so that its future direction is steered by

those who have made use of it and encountered problems or wish to see its scope

increased.

Full details of how to access the hypertext document are given in Appendix F and a

listing of the document can be found in Appendix G.
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12. Summary and Recommendations for Further Work

12.1 Overview

The use of distribution systems seems set to continue and to make radical changes to

the methods of selling in many sectors of the TT&L industry. The large hotel companies

and consortia are already involved in the use of these systems and have an involvement

in setting the direction which distribution companies will follow in this sector. The low

response to the survey which focused on 50 to 200 room hotels indicated a general lack

of interest within this size group, however. Many of those who did return questionnaires

appeared to have a general awareness of and interest in the subject but most

respondents still appear to have some concerns about aspects of distribution systems.

This state of affairs appears to result from the complex range of distribution channels

available. These are seen as offering many opportunities for hotels while also

intensifying the threat of competition to many properties. Whether adverse or beneficial,

the increased use of these systems has significant implications for hotels.

1 2.2 Implications for hotels

Managers must ensure that they have an understanding of their business objectives

before considering the use of systems. The need for technology to achieve these can

then be assessed. Should the use of systems be deemed necessary, the requirements

should be defined with regard to the information needs of the aims. An awareness of

the implications of using information technology is important so that the operational

requirements are not overlooked. It is also necessary to stay alert to developments in

technology and to understand their impact both on the competitive environment and on

the industry as a whole.

The development of distribution systems looks likely to affect hotels of all sizes as

technology becomes more accessible and its use becomes more inevitable. There are

methods available to suit a wide range of needs and budgets. As system prices fall, so

the relative costs of manual and automated methods change. Access to wider markets

becomes available and the staffing overheads diminish. The reservation process does
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not require high speed telecommunications between hotel and distribution outlet since

automated bookings can be accomplished in a matter of seconds using conventional

modems over standard phone lines.

Until recently, it appeared that the increased use of GDS would force many hotels to

seek consortium membership primarily for access to their reservations technology. This

assumed that hotel bookings through distribution systems would reach the same

percentage as airline bookings at approximately 90%. However, the current view is that

30-35% is a realistic estimate for hotels. This implies that hotels, agents and guests will

continue to accept the use of conventional means of booking so hotels which persist

with these methods will not be disadvantaged to the same extent as an airline without

GDS access would be. For those hotel businesses which consider the use of

distribution channels to be worthwhile, the emergence of a number of GDS access

services now offers an alternative at lower cost and involving less compromise.

The use of personal computers instead of terminals has enabled travel agents to

develop customer databases. The same benefits can accrue to hotels which start to

make use of their own systems. In a similar way, the use of standards based

communications such as EDI can automate stock ordering as well as simplifying

reservation processing. The widespread adoption of this technology may result in the

elimination of the need for switches as the introduction of standards removes the need

for message translation and protocol conversion.

Intermediary and representation companies can offer a staged introduction of systems.

In use, they reduce the time required for inventory maintenance and administration and

provide access to the large distribution networks. These services have a very

significant role to play in attracting independent hoteliers to make use of global systems.

New destination marketing systems are emerging which will provide a route to a larger

market. The most ambitious of these looks set to offer operators additional benefits

through the use of multimedia and high speed networks to deliver an electronic brochure

in addition to the regular information and booking services.
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12.3 The need for continual review

The development of new channels combined with a greater degree of automation looks

set to result in significant change in buying habits. It is up to hoteliers to understand

what is available and how to make best use of this for the development of their

business. In order to make use of the most appropriate technology, there is a need for

regular assessment of business information requirements and the methods of satisfying

these.

The evaluation process presented in this research indicates the assessment stages and

provides a method of identifying a range of options which will satisfy specific

requirements. However, even this will require regular maintenance if it is not to become

outdated as developments in systems and methods bring about changes.

In conclusion, the use of distribution systems requires careful consideration. The

benefits or costs to one hotel will be different from those for every other. The same is

true of the hoteliers' reactions to this technology. Some stated that they would not want

to make use of these systems and it may be that they can survive without doing so.

However, one manager who was initially sceptical now enthuses about the use of the

system which brings in extra business without the need for specia) effort to promote the

property. His view is that distribution systems bring the property to the notice of more

people and inevitably result in more business and in his case they are succeeding.

12.4 Accommodating Attitude

As methods of buying and selling change, many hotel businesses must learn to

overcome their unwillingness to exploit information technology if they are to increase or

even maintain their level of bookings.

12.5 Methodology

It is acknowledged in the chapters which cover primary research that the methodology

employed in the course of this work is flawed in parts.
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The intention to acquire as much information as possible in the three postal surveys

resulted in the use of a questionnaire document of a size which may have deterred

respondents. The sample population for these surveys was chosen to offer a wide cross

section of properties which it was hoped would yield a range of responses but the

eventual low response showed considerable bias and defeated the purpose of using this

approach.

Given the qualitative nature of the material sought in the course of this research, it

seems that a quite different approach to information gathering could have been

adopted. The initial methodology proposed the use of interviews for the second stage of

the work. This was eventually rejected on the grounds that it was too time consuming.

However, if an appropriate sample group had been selected, it is possible that a smaller

survey conducted using this method would have yielded as much useful information in

the first three stages of the wovlc as was eventually obtained by postal questionnaire.

The success of the interviews held in the course of the fourth stage of the work indicates

the suitability of this method for research into a subject of this nature.

A suggested revised methodology would involve the identification of a number of

participants who would be willing to co-operate in case studies or in depth interviews.

These individuals would be chosen because of their ability to influence decisions about

the use of computerised distribution systems within their organisations. The sample

population would ideally represent a spectrum of property types, ownerships and

approaches to system use. Where possible, any information or opinion about the

benefits or drawbacks arising from use of systems would be supported by figures so that

a quantitative dimension could be added to the work. However, it should be noted that it

is considered unlikely that many companies would divulge details of this nature.

The depth of investigation should be such a small sample population could yield enough

information to permit adequate analysis of reasons why hoteliers choose to use or avoid

electronic distribution channels, and the resulting successes or problems. The sample

would necessarily be limited in size because of the time consuming nature of the survey

method.
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The use of this method is also likely to result in a situation where willing contacts could

be established and maintained in order enable worthwhile longitudinal research to be

conducted.

12.6 Future Work

12.6.1 Overview

There are many aspects of this research which can be used as a foundation for

longitudinal research. The work also refers to a number of areas influenced by the use

of systems but which were not investigated.

12.6.2 Longitudinal Research

The increased pressure to use distribution systems to hotels promises to result in a

change in working practice within the industry. The wider range of options may also

bring about a change of attitude. In two or three years, similar surveys to those

conducted in the course of this research would provide a very interesting indication of

the extent to which these systems are winning business and how these facilities are

being used.

It will be possible by then to evaluate projects such as that undertaken by Consort. This

would give an indication of the contribution to business made by the systems. The

changes to hoteliers' attitudes to technology as access and automation become easier

would also be interesting to observe since this factor influences the extent to which

these systems are likely to penetrate the UK market.

The potential contribution of systems to planning described in the course of this work

should provide a base for this research. The actual value resulting from their use may

be difficult to quantify and information on this is likely to be regarded as confidential but

it should be possible to obtain a general indication along the lines of that obtained in the

course of the present research.
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The further development of current destination marketing systems will also be of

interest. These offer a different approach to the business of representation and

distribution and may have to adopt new technology to compete with more lucrative but

less capable commercial ventures.

Developments in the integration of systems should provide interesting material. The

extent to which system developers become involved in this will influence the adoption of

automated reservation processing. The development of standards, both for

communication and representation, is still slow. The involvement of organisations such

as the Travel Technology Initiative has been successful in developing EDI based

systems in the ferry industry and this may spread to encompass the whole TT&L

industry. The interest shown in EDI by most respondents indicates that this may be an

area which will undergo growth as standards based services are introduced.

12.6.3 New study areas

The implications for human resources management are considerable. If the introduction

of distribution system technology is not handled correctly, the potential savings in staff

time will be lost through the need to maintain inventory and check bookings. The

systems may never replace front desk staff in all hotels but there is a potential threat

which may be unsettling for a labour market already renowned for its high turnover. As

automation of the reservation process becomes more common t'ne need for staff \nib()

are familiar with systems will diminish but at present there is a requirement to train staff

or recruit those with experience. An in depth study of this subject promises to yield

some interesting material.
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Appendix B: Survey 1 questionnaire document

NAPIER UNIVERSITY
EDINBURGH

Questionnaire
The following questionnaire forms part of an investigation into the use of computer reservation systems in
the UK hotel industry. This work is being conducted by Napier University, Edinburgh, and is completely
independent of commercial sponsorship.

The specific aim of this work is to research the use which hotels make of computer reservation systems as
a means of reaching more customers, keeping more detailed records about their guests and determining
direction for product development. The systems of particular interest are computer reservation facilities
which provide access to wider outlet channels. These include tourist board systems, hotel central
reservation facilities, global distribution systems - generally based on airline systems but extended to
include hotel booking facilities - and hotel reservation systems operated by consortia, hotel agencies or
travel agents.

Your establishment has been chosen as being representative of the sector of the UK hotel industry which is
of most interest to this study. As it is anticipated that this research will be continued over a number of
years, it is important that hotels either with or without computer reservation systems respond to this
questionnaire. Replies from hotels presently without reservations computers are very important as they
help to indicate the current situation, allowing long term changes in the acceptance and use of this
technology to be observed.

All responses to this survey are very important to the success of the research and your contribution is much
appreciated. Any information which you supply will be treated as confidential. A summary of the findings
will be made available to all contributors if required.

Thank you in anticipation

Stuart M Pringle
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How many rooms does the property have?

Less than 10
10-24
25-49
50-99

100-199
200-499
500-999

More than 1000

If the hotel is part of a group or consortium, is this

local i.e. members within 100 mile radius
national / UK
international (European / US / other - please specify)

Hotel Details

Is the hotel
.N/

privately owned, unaffiliated
privately owned, member of a consortium
group owned
other - please specify

I

Number of properties in the group/consortium

How were room nights split between business and leisure markets in 1992?

Business (%)
Leisure (%)

Don't know (-V)

How were room nights split between UK and overseas custom in 1992?

UK (%) 
Overseas (%) 
Don't know (-4)
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Please indicate how the hotel uses computer systems for reservations  by ticking any of the following which apply:-
.N1

Do not use computer for reservations

No computer situated in hotel but access to computer reservations facilities located elsewhere via
phone or "reservations only" terminal. 

Computer reservation system located in hotel.

Other computer configuration - please specify:

If you have a computer system, is it connected to any other computer reservation system? Please tick all which apply.

No connection to outside systems

Linked to agency, consortium or group system eg Utell

Linked to global distribution system directly or through another system. Please specify distribution
system(s) (e.g. Galileo, Sabre, HotKey etc.)

Is a Viewdata system used for room reservations

Is a Viewdata system used for short breaks promotion and reservations

Computer System Use

Viewdata is a system used by travel agents to make bookings with tour operators etc. The ABC EasyRes hotel reservation
system and some hotels' short break reservation systems are available through this service.

If the hotel sells its services through Viewdata, please indicate the method used and give details:
Don't know

Use own system
Please specify:

Use travel agent system
Please specify:
Use independent system eg ABC EasyRes
Please specify:

Use of External Systems

External computer reservation systems (CRS) may be operated by or on behalf of a number of hotels for their own use or may
be operated independently and offered as a service to "customer" hotels. Some systems may only be available to ownership
group or consortium members eg STAR; others are available to any hotel by subscription eg HoteLink. Airline systems such as
Galileo or Amadeus which handle hotel bookings are included in this definition. If you do not use external computer reservation
systems:-

a) Do you agree or disagree with the following statements
about CRS?

Disagree
Strongly

Disagree No
Opinion

Agree Strongly
Agree

Have never considered using such a service

Cost of installation / rental / commission outweighs benefits

Requires too much staff training or time to operate or to
maintain data
Available systems are not appropriate for hotel's method of
operation or product /market
Other reason - please specify:

— i
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Percent

b) Please indicate if you agree that the following factors would
make you consider using an external CRS.

Disagree
, Strongly

Disagree No
Opinion

Agree Strongly
Agree

CRS operators decrease standing charges / commission
r ,

All hotel's competitors introduce CRS, own hotel left behind

Systems become easier to use, staff training requirement
decreases
Maintenance of inventory and tariff data become less time
consuming
Improved links from hotel system to CRS reduce need for
data entry
System automatically pays commission to booking agents etc.

CRS directly assists or enables hotel to move into new market

Other - please specify

Sources of Bookings
What percentage of room night bookings in 1992 came from the following sources?

Direct from guests to hotel ok

From tourist information centre via
phone/fax/telex/other (please specify) 	

ok

From travel/hotel agency via phone/fax/telex

From travel/hotel agency via special terminal (e.g. Utell link) or direct to hotel system

From group/consortium reservation office via phone/fax/telex

From group/consortium reservation office via special terminal or direct to hotel system ok

Other sources - please specify: ok

Don't know	 (4)

Use of Information

4
What useuse

tick 
do

all 
you
which

make
apply.

of information collected about guests from their booking or during their stay?
Please 
None

Calculate average length of stay

Calculate average spend per guest

Analyse origin of guests i.e. country or city

Analyse guests by market - business, leisure etc.

Analyse source of bookings e.g. direct, agencies, central reservation, etc.

Prepare mailing lists for promotions to individuals (4) 	  and/or to companies ('1) 	

Facilitate booking process using guest history from previous visit

Prepare guest history files to identify preferences etc.

Analyse guest preferences to help product development

Others - please specify
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NoIYes

Yes No Don't know I
Is your local tourist board booking system computerised ?

Availability
No Yes

Do you offer rooms through agents on a freesale basis ?

Would you be prepared to offer rooms through agents on a freesale basis using a computer reservation
system? 
What are you reasons for this?

Tourist Information

I Is the hotel registered with the local/area tourist board ?

Collaboration With Other Companies
Yes No

Do you offer package deals or special promotions in conjunction with other companies such as airlines,
rail or bus operators ?
If so, do you use a computer system to communicate with the other parties involved in providing these
products and to share booking information ?

Possible Uses of Computer Systems
i) Would you be interested in a computer system which automated the payment of commission due to
travel agents, reservation system operators etc. for all bookings ?

Yes No

If your answer to the above is "No", what would be your objections to this ?

ii) Would you be interested in making reservations for airlines, other hotels etc. through a computer
system on your premises if you were paid commission for this ?

Yes No

If your answer to the above is "No", what would be your objections to this ?

iii) Are you aware of the suggestion to introduce standard hotel vouchers, similar to airline tickets,
which could be used to simplify the procedure of account settlement and auditing ?

Yes No

iv) Would you be prepared to use a scheme such as iii) above if it was administered by IATA or a
similar organisation and reduced the time which you spent on processing your accounts ?

Yes No

If your answer to part iv) is "No", what would be your objections to this scheme ?
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Would you consider electronic mail to be of use to you now or in the future?	 I Yes I	 No
If it is in use in your hotel, for what purposes is it used?

Would you consider EDI to be of use to you now or in the future?
	

Yes
	

No

If it is in use in your hotel, for what purposes is it used?

What percentage of the transactions listed
above are conducted using EDI ?

	
0/0

S.Name

Position

Establishment

Address

Telephone

I am willing to be interviewed	 I	 I I would like a copy of the research findings
	

1

Communications Technology

This section aims to investigate the use of telecommunications as a new means of handling routine operations.

Electronic mail is a means by which computer system users can exchange information, either as messages or data.
Communication of reservation requests and confirmations between hotels and agencies or sending information to a central
accounting office are common uses.

Electronic data interchange (EDI) is a means of communicating routine transactions such as enquiries, orders and invoices
between buyers and suppliers such as hotels and their food and beverage suppliers. The settlement of hotel bills by corporate
customers and payment of commission to agents could also be automated by this method.

Future Research and Results

The next stage of the research involves interviewing respondents to obtain more detailed information about their use of and
interest in computer reservation systems. If you would be willing to participate in this or would like a copy of the findings of this
research, please tick the appropriate box(es) and complete the following section.

Please use the space below to add any further comments on the subject of computer reservation systems and associated
technology.
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Thank you for taking the time to fill in this questionnaire.

Please return it in the envelope supplied or send it to :

Stuart M Pringle
Department of Hospitality & Tourism Management
Napier University
10 Colinton Road
Edinburgh
EH10 5DT
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Yes No
Are you directly involved in making decisions about the adoption and use of computer
reservation systems in your company? 

, Do you personally make use of information obtained from these systems?

Appendix C: Survey 2 questionnaire document

NAPIER UNIVERSITY
EDINBURGH

Questionnaire

Many thanks for taking the time to complete this questionnaire. The purpose of the survey is to investigate
the extent to which global distribution systems (GDS) are used by hotel groups operating in the UK. This
research also aims to examine the contribution which these systems can make to hotel operators long term
planning and to operational management of properties.

In order to understand fully your involvement with the computer reservation systems within the organisation
which you represent, please answer the following questions.

I

What position do you hold in this organisation:

Definition of Terms

For the sake of brevity, the abbreviations CRO, CRS, EDI and GDS are used in this questionnaire. The
terms are defined as follows:

CRO: Central reservation office. Typically a computer reservation facility operated on behalf of a hotel
group or consortium which provides a centralised point of contact and control for the inventories of all
represented properties.

CRS: Computer reservation system. This generic expression refers to any computer system used for
management of room inventory. More sophisticated CRS include facilities for distribution of room rate or
property information to sales outlets.

EDI:	 Electronic data interchange. This is a means of computer to computer communication which
allows automation of routine transactions such as enquiries, orders and invoices between buyers and
suppliers such as hotels and their food and beverage suppliers. The settlement of hotel bills by corporate
customers, payment of wages to staff or commission to agents could also be automated by this method.

GDS: Global distribution system. A system offering world-wide links between travel agents and the
reservation systems of travel and accommodation providers such as hotel chains, airlines, car hire
companies and other tour and travel related services. The most widely used of these systems in the UK are
Galileo and SABRE.

The term "products" is used to mean "products and services" and includes accommodation, short breaks
and all other products and services typically offered by hotels.
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>999 I500-999200-499100-199

How many of these are:

I

owned and operated by your organisation
operated by but not owned by your organisation

No figures (-4)

Properties
What size are the properties owned and/or operated b your or anisation ?

Number of rooms
Number of properties

<10 10-24 ( 25-49	 50-99

Bookings
1992 

IIf 1993 information is not available please give 1992 figures in the following sections and tick this box. 

What percentage of your organisation's total 1993 room night bookings came : %
direct to hotel direct from guest or tour operators

_

to central reservation office (CRO) from guest or tour operator
direct to hotel from travel or hotel agency
to CRO from travel or hotel agency

What percentage of your total 1993 bookings came via a global distribution system?

Market

How were room nights split between business and leisure markets in 1993?
Business
	 I	 %
	

Leisure
	 I	 %
	

No figures (q)

How were room nights split between UK and overseas custom in 1993? 
UK	 I	 % I	 Overseas	 I	 % 

Promotion
Please indicate all of the means which are used to oromote your ro erties:

Brochure covering only group properties
Tourist board publications
Short break brochures
Media advertising
Please give details:

Promotions on Viewdata or GDS
Please give details:

Other means
Please give details:

I

Do you make use of marketing services offered by GDS or hotel agencies?
Would you ever consider using GDS exclusively for
promotion and doing away with other means? 	 Yes / No
What would be your reasons for this?

Appendix C X



Use of Computer Reservation Systems

Which of the following does your company use? (please tick all which apply) (si)
Computer reservation systems located in hotels
Central reservation office

Howls information communicated between the CRO and hotels

Does your ORO also serve hotels outside the UK?

Do your reservation faculties allow your hotels to share guest information?

Yes / No

Yes / No

National or global distribution systems
If so, which system(s) do you use?

L

Viewdata system operated or accessible by travel agents
If so, which service do you use?

How is information communicated between this and your CRO or hotels?

I

Third party representation service
If so, which service do you use?

How is information communicated between this and your CRO or hotels?

I

Freephone service to CRO
Is this service available internationally? Yes / No

I

For how many years has your company used computer reservation systems?
How many of your properties are served by computer reservation systems ?

General Role of Systems

How important to your organisation is each of the following possible
contributions of global distribution systems?

not used
for this
purpose

used for this
but not

important

used for this
and

considered
important

Source of detailed information to assist long term planning of product, market
and property development.
Route to a world-wide market for distribution and reservations.
Means of integrating and automating information processing to increase
efficiency of property management and operation of hotels.
Means of acquiring, calculating and distributing rate information in conjunction
with yield management system for maximum occupancy.
Source of detailed information to enable provision of high quality service to
guests.
Source of information for negotiating management contracts
Source of sales information for negotiating and administering corporate
discounts, frequent guest or similar schemes.
Source of information for development of international markets.
Other - please specify:

Systems in Use
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Contribution of GDS to Corporate Planning

The following sections are concerned with the more specific uses of information derived from GDS in corporate management
and planning. Please indicate your agreement with the statements.

Market Access and Development
Disagree
Strongly

Disagree No
opinion

Agree Agree
Strongly

World-wide availability of hotel information via GDS has
resulted in increased occupancy.
GDS work in conjunction with brand names to help our
properties to be identified and booked in preference to those of
competitors.
Use of a GDS is necessary for this company to reach its target
markets.
GDS is not the appropriate means of reaching the market
which this hotel serves.
This company has been forced to use GDS by the channels
such as business agents through which we receive business.
Use of GDS has resulted in increased business from agencies
because of easy access to accurate property and availability
information and rapid secure bookings.
GDS make little or no contribution to sales because they
cannot represent our properties or product adequately.
GDS help to win sales by ensuring that our properties are
always listed when an agent is looking for accommodation in

. cities where we operate.

Product Development
Disagree
Strongly

Disagree No
opinion

Agree Agree
Strongly

The ability to reach a wider market using GDS has influenced
this company's product development plans.
Use of GDS has enabled this company to be incorporated into
more holidays by overseas and UK tour operators.
Formation of alliances with travel/financial/other organisations
is of interest to this company.
The availability of detailed information from GDS has enabled
the company to define guest requirements more precisely.
GDS provides detailed guest information (e.g.: preferred
airline; method of payment) which enables the company to
identify appropriate partners for formation of alliances.
Sharing of information necessary to offer joint promotions with
alliance partners e.g. travel principals, credit card companies
etc., would be impossible without GDS.

Cost Competitiveness
Disagree
Strongly

Disagree No
opinion

Agree Agree
Strongly

Channel restructuring using GDS offers potential of direct
sales resulting in reduced costs through elimination of
middlemen.
GDS are attractive because they offer access to world-wide
market without incurring costs of developing and running own
network.
Integration of GDS with own reservation systems eliminates
duplicate data entry and removes a potential source of errors,
speeds up reporting and cuts costs.
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GDS Contribution to Management
Disagree
Strongly

Disagree No
opinion

Agree Agree
Strongly .

Company management specifically and regularly requests
information which can only be obtained from GDS.

,

Information available from GDS is important to the company to
achieve its objectives.
Use of systems is too recent to contribute to management.

—

What is the most significant contribution of GDS to your company's long term planning?

What contribution, if any, do you think that GDS can make to the operational management of your properties?

Occu anc

Please indicate your views on the following ways in which GDS
might have contributed to increased occupancy of your
properties:

Disagree
Strongly

Disagree No
opinion

Agree Agree
Strongly

GDS enable room rates to be adjusted and published rapidly to
ensure that prices suit market conditions.

.

Availability of property details and reliable inventory information
24 hours a day through use of global systems results in
increased bookings.
Integration of systems enables inventory to be made available
on-line rather than through allocations with "last room"
availability resulting in increased bookings.
Ability of systems to provide rapid analysis of information has
resulted in products which reflect our guests' requirements and
are therefore in demand.

Improved Service for Guests and A ents
Disagree
Strongly

Disagree No
opinion

Agree Agree
Strongly

Shared guest information available to all properties gives 'local"
knowledge of frequent guests at all hotels resulting in faster
bookings, easier check-in and better service.
Use of GDS helps administration of commission payments
which improves hotels image, encourages booking by agents
and increases potential business.

Drawbacks of GDS Use
Disagree
Strongly

Disagree No
opinion

Agree Agree
Strongly

Commission costs from bookings via GDS are prohibitive
Commission payments for no-shows booked via GDS are
difficult to control.
Problems arise because agents or our own staff lack expertise
in the use or maintenance of GDS.
The time required to maintain the system is excessive.
GDS use involves excessive training requirement for staff.
The choice of GDS or intermediate systems is bewildering
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Increased Role of Com puter Reservation Systems

Please indicate your views on how GDS use might develop
over the next five years:

Disagree
Strongly

Disagree No
opinion

Agree Agree
Strongly

Membership of a global reservations network will become vital
for all large hotels wishing to remain competitive since those
which do not participate will lose business.
Global systems will allow guests to deal direct with hotels and
eliminate business houses and travel agents from transactions.
Pictorial information systems (presently under development)
will allow properties to be represented more accurately.
Pictorial information systems will eliminate the need for
brochures.

Involvement with GDS Operators
Co-operation between hotel companies and GDS operators is seen as being essential if
developments are to result in systems which meet the requirements of the industry.

Yes No

Has your company been asked by a GDS operator to contribute an opinion on these systems or
requirements for future developments?
If so, which companies have approached you?
Were the companies responsive to your views? I
Some global reservation systems such as SABRE operate a trade forum to allow hotels to discuss
GDS developments and problems.
Does your company participate in a GDS hotel trade forum? I	 1
If part of a forum:
a) Which company operates this:
b) Is membership useful to your company I	 I
c) Please give reasons for your answer to part b)

If not part of a forum:
a) Do you feel that your organisation would benefit from membership of one? I	 I
b) Please give reasons for your answer to part a)

EDI
Please indicate your views on the following statements about
EDI:

Disagree
Strongly

Disagree No
opinion

Agree Agree
Strongly

EDI will be, or is already, of considerable interest and use to
this company in its purchasing and settlement of invoices.
EDI will be, or is already, of use as a means of receiving and
acknowledging reservations.
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I hope to conduct a subsequent survey which will investigate the reaction of hotel operators to planned developments in
computer reservation systems. If you would be willing to participate in this and/or would like a copy of the findings of this
research, please tick the appropriate box(es) and enter your name and other details below.
I would like a copy of the research findings 	

	
II am willing to take part in further research

Name 	  Position 	

Company 	

Address 	

Telephone 	  Fax 	

Which aspect of GDS use do you consider to be most beneficial to your company?

Which aspect of GDS use causes you most concern?

Please add any comments about the use of CRS in your company or generally. Your views about the relevance or otherwise
of the questions contained in this questionnaire would also be appreciated:

1

Thank you for taking the time to complete this questionnaire. Your contribution to this research is much appreciated. Please
return this questionnaire in the pre-paid envelope provided or send it to

Stuart NI Pringle
Department of Hospitality and Tourism Management
Napier University
10 Colinton Road
Edinburgh
EH10 5DT Telephone: 031 455 2555/2324 Fax: 031 447 8384
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Appendix D: Positions held by respondents to Survey 2

The positions of the respondents to survey 3 are listed below.

Figures in brackets indicate the number of respondents who held the same position.

Accommodations manager
Assistant CRO manager
Central reservations manager (3)
Deputy chairman
Director
Director of accommodations
Finance director
FoH manager
General manager
Group finance director
Group general manager
Info systems director
International financial controller
International reservations manager
Managed house district manager
Manager, UK
Managing director (2)
Marketing manager (3)
Operations controller
Reservations manager Europe, near & middle east, Africa
Retail area manager
Sales and marketing manager
Snr VP reservations and inventory management world-
wide
VP sales & marketing
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Appendix E: Survey 3 questionnaire document

NAPIER UNIVERSITY
EDINBURGH

Global distribution systems

Global distribution systems (GDS) are computer based facilities which offer world-wide links between
travel agents and the reservation systems of travel and accommodation providers such as hotels, airlines,
car hire companies, tour operators and related services. The most widely used GDS are Galileo, SABRE,
WORLDSPAN and Amadeus.

This survey forms part of a PhD investigation of the use of GDS by UK hotels and aims to assess the
significance of these systems in large and medium sized hotels. This research is being conducted by
Napier University, Edinburgh, with no commercial sponsorship.

Your establishment has been chosen on the basis of its size. It is important that hotels either with or
without access to GDS respond to this questionnaire. Replies from hotels which do not use GDS are of
interest as they help to indicate the current situation and allow long term changes in the acceptance and use
of this technology to be observed.

Please complete this questionnaire even if the hotel is group owned since the views of individual managers
at property level are of as much interest as those of group management.

All responses to this survey are very important to the success of the research and your contribution is much
appreciated. Any information which you may supply will be treated as confidential. A summary of the
findings will be made available to all contributors if required.

Thank you in anticipation

Stuart M Pringle

Department of Hospitality and Tourism Management

I

If you have no interest in the use of global distribution systems and do not wish to contribute further
to this survey, please tick the box and return this document in the envelope provided. 
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Number of rooms
A/ I

<25	 I	 25-49 >199 I50-99 100-199

Local i.e. members within 100 mile radius
National / UK
International (European / US / other)
Please specify: 
How many properties are in the group/consortium :

1992

Hotel Size

Hotel Ownership
Is the hotel
Privately owned, unaffiliated
Privately owned, member of a consortium
Group owned
Other - please specify

Group or consortium membership
If the hotel is part of a group or consortium, is this:

1

 If 1993 information is not available for the following section please give 1992 figures
and tick this box. 

Market

How were room nights split between business and leisure markets in 1993?
IBusiness

How were room nights split between UK and overseas custom in 1993? 

UK	 1	 % I Overseas	 % I, Na figures (\l) 

% I Leisure	 I	 % I_ No figures (-V)

Source of Bookings
What percentage of room night bookings in 1993 came from the following sources?

to hotel or central reservation office (CRO) direct from guest.

to hotel or CRO via tourist information centre or travel agent

to hotel or CRO via hotel agency

to hotel or CRO from other sources - please specify:

Don't know (11)

nnn
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Please indicate the computer systems which you use for reservations by ticking all of the
following boxes which apply:-
Do not use any kind of computer reservations system.
No reservations computer in the hotel, use shared central facilities located elsewhere.
Who operates the shared system?
How many properties does the shared facility serve?
How are bookings from this system communicated to your hotel?

Use a computer reservation system located in this hotel.
Is this linked to, or used in conjunction with, other CRS facilities?

If your answer is "Yes":
Who operates the other system(s)? 	
How many properties do the shared facilities serve? 	
How is information transferred between these systems?

Yes / No

Use of GDS
Is the hotel represented on a global distribution system?
If so:
a) What percentage of your 1993 bookings came via GDS?

	 Ok

b) Which GDS systems are used?

C) How is information exchanged between the property and the GDS?
i) through an agency e.g. Utell.

Please specify 	
ii) through an intermediary e.g. HotKey, HotelLink.

Please specify 	
iii) through a facility offered by a consortium

1

It not:
At what point would you envisage making use of the services of a GDS?

Within 3 yearsNot at all Within 1 year

NoYes

P1ease specifv 	

xix
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Please answer the following sections whether or not you make use of a global distribution system at present. Your opinion is
valuable even if it is not based on your experience of using systems. If you do not make use of a GDS, simply indicate the
relative importance of each of the following. 

General Views on GDS
Please indicate your views on the following statements about
GDS .

Disagree
Strongly

Disagree No
opinion

Agree Agree
Strongly

GDS are an increasingly important source of business for
hotels of this size.
GDS will, or have already, become a vital source of information
for product and market development for this hotel.
GDS are of no significance to this hotel or others similar to it.
Use of GDS by agencies is increasing so this hotel needs to
be represented on these systems or else risk losing business.
Electronic mail and trading services to which the GDS network
offers access are potentially useful to this hotel.

, GDS would only be of interest if our competitors used them.

Role of Systems
Please indicate how you would, or already do, make use of global
distribution systems and how important you consider the following functions
to be:

Would not
use for this

purpose

Not
considered
important
but would

use for this.

Considered
important

and use for
this.

Means of access to specific sales outlets e.g.: business agencies.
Way of keeping the hotel's name noticed alongside competitors
Source of information to assist product development.
Method of promoting new products.
Source of information for long term management planning.
Distribution medium for rates calculated using yield management.
Exposure in new or wider markets e.g.: tour operators based overseas.
Source of information for operational management.
Other - please specify:

Potential Benefits

Please indicate your views on the following statements about
GDS.

Disagree
Strongly

Disagree No
opinion

Agree Agree
Strongly

Using a GDS gives the hotel a high profile and helps us to
compete in our chosen market through being noticed.
Use of GDS ensures that reliable property and inventory
information is available to agents resulting in more bookings.
GDS bookings provide detailed information which enables the
hotel to provide high quality service to guests.
Information from GDS can be used by existing systems which
reduces workload and cuts costs of reservation processing.
GDS helps administration of commission payments to agents
which encourages bookings and increases potential business.
Selling via GDS offers the potential of a more direct route to
guest which eliminates overheads associated with middlemen.
Potential of offering "last room" availability on-line through GDS
is attractive since this could increase occupancy.
GDS provides an ideal method for distributing information
subject to change at short notice such as room rates.
Please add your views about potential benefits of GDS:
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If you do not use GDS at present but envisage doing so in the future:
What would be your preferred method of gaining access to a GDS?

i) through an agency e.g. Utell 	
ii) through an intermediary e.g. HotKey, HotelLink 	
iii) through a facility offered by a consortium 	

Would you consider joining a consortium for the sole purpose of GDS access
Yes No

Potential Drawbacks

Please indicate your views on the following statements about
GDS .

Disagree
Strongly

Disagree No
opinion

Agree
—

Agree
Strongly

The available systems can not represent this hotel adequately
or are not appropriate for hotel's product or market.
Commission costs or administrative overheads associated with
GDS bookings are excessive.
It is preferable to deal with guests in person when a reservation
is made rather than to receive information through a computer.
Staff training and maintenance of inventory associated with
GDS makes excessive demands on staff time.
There are alternatives to GDS which are as effective but less
costly. (Please add comment: )

Please add your views about potential drawbacks of GDS:

If you do not envisage using GDS in the future: Disagree
Strongly

Disagree No
opinion

Agree Agree
Strongly

Do you think that your competitors will gain an advantage if
they use GDS.
Do you consider that existing methods are adequate and GDS
would be of no assistance in reaching your market.
Do you feel that your position in your specific market is strong
enough not to require use of GDS for promotion and booking.

What do you consider to be the most significant contribution which GDS could, or do, make to your business?

What contribution can GDS make to your ability to compete effectively?

Which aspect of GDS use causes you most concern?
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Yes
	

No
Are you aware of any such scheme which serves your area?
If there is such a scheme:

Who operates this facility?

Does it offer access to a global distribution system?
Yes 	 / No 	 / Don't Know

Are you a member of this scheme?
If so:
What percentage of your bookings came through this in 1993?

If not:
What are your reasons for choosing not to join?

When would you envisa e joining such a scheme?
Not at all J	 	 Within 1 year

	
Within 3 years

Destination Marketing

The aim of destination marketing is to promote the events, attractions, accommodation and other tourism services and facilities
within a specific area such as a city, region or country. In general, these schemes provide reservation services to allow visitors
to make all holiday arrangements through one point of contact. The BRAVO and HiLine schemes were forms of destination
marketing system.

Electronic data interchange (EDI) is a means of computer to computer communication for handling transactions such as
enquiries, orders and invoices between buyers and suppliers. The handling of accommodation enquiries and reservations could
be automated by this method as could payment of commission to agents.

Yes
	

No
Would you consider EDI to be of use to you now or in the future?
If you do use EDI in your hotel

For what purposes is it used?

What percentage of the transactions listed above are conducted using EDI ?
How useful would you envisage EDI to be as a means of receiving bookings?
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Please add any comments about the use of GDS in your company or generally. Your views about the relevance or
otherwise of the questions contained in this questionnaire would also be appreciated:

I hope to conduct a subsequent survey which will investigate the reaction of hotel operators to planned developments in
computer reservation systems. If you would be willing to participate in this and/or would like a copy of the findings of this
research, please tick the appropriate box(es) and enter your name and other details below.
I would like a copy of the research findings 	 1 I am willing to take part in further

research 	

Name 	 	 Position 	

Company 	

Address 	

Telephone 	 	 Fax 	

Thank you for taking the time to complete this questionnaire. Your contribution to (Ws research is much appreciated.
Please return this questionnaire in the pre-paid envelope provided or send it to

Stuart M Pringle
Department of Hospitality and Tourism Management
Napier University
10 Colinton Road
Edinburgh
EH10 5DT Telephone: 031 455 255512324 Fax: 031 447 8384
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Appendix F: Instructions for use of Hypertext document

Introduction

The document used to produce the evaluation guide uses html (hyper text mark-up
language). This format of file requires the use of a "browser" program to operate
property.

Browser programs

What is a browser?

A browser program interprets the codes in the html document as instructions for screen
format. It also works on other types of files and provides a method of handling data of
all types through the use of conversion utilities called "viewers".

How to obtain the software

There are many browser programs available, the most common of which is Mosaic and
its successor, Netscape. These programs are now included with operating system
software.

Mosaic is available free to non-commercial users and may be obtained from file transfer
protocol (ftp) sites on the Internet such as ftp.demon.co.uk  or ftp.ncsa.uiuc.edu .
Netscape is available free of charge to non-commercial organisations and is currently
available in beta test form from Netscape Communications Corporation.

Setting up the browser

Browser programs are designed to access resources on the Internet so expect to find
communications software which includes a TCP/IP "stack" to support connection to
remote systems. Browsers are graphical applications which implies that most PC users
will run the version for Microsoft Windows. In this environment it is necessary to use
software which supports the Winsock applications interface. Browser programs are very
particular about the revision levels of this software.

Reading Files

Loading the file

Files are retrieved by means of a Universal Resource Location (URL) which describes
the transfer protocol to be used and the location of the file. Hypertext documents are
normally retrieved using the prefix "http:" which indicates hyper text transfer protocol.
However, if the file is local, i.e. located on the user's PC, the prefix is simply "file:".

There is no need to enter the full path when loading local files using Mosaic and
Netscape since both offer local file load options under the File menu .

The file which is used for the evaluation process is called evaluate.htm and may be
loaded in any directory. It depends on two graphics files, distlogo.gif and distmap0.gif

which must be located in the same directory as the .htm file.
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Moving about in the file

Hypertext enables the reader to move around the document by the use of "hot buttons".
These are indicated by blue text.

Getting there

To jump to an item of interest, the mouse should be moved over the blue text. The
bottom line of the screen changes to indicate the point to which the display will jump.
Clicking the left mouse button once will move the cursor to this point.

Getting back

Browsers programs usually have a "Back" control which takes the back to the hot button
which was pressed to get to where they are now. Some html documents have "return to
beginning" hot buttons to take the reader back to the start. This should not be confused
with the "Home" control which will attempt to take the reader to the software's "home
page" which will normally be an Internet site requiring that the reader is on-line to the
network.

Caution

The evaluation guide contains a reference to a document which provides information
about communications technologies. This document is located at a remote site and
attempts to load this will fail unless the reader has Internet access and is on-line.

Appendix F



Appendix G: Hypertext document listing

<HTML>
<HEAD>
<TITLE>Hotel Distribution Channel Evaluation Guide </TITLE>
</HEAD>
<BODY>
<H1>Hotel Distribution Channel Evaluation Guide </H1>
<HR>
<A HREF = "#Contents"> <img align=top src ="./distlogo.gif"> </A>
<HR>
<1-13><A NAME = Contents></A>Contents</H3>
<DL>
<DT>
<A HREF = WIntroduction">Introduction</A>
<DD>
What the guide is
<DT>
<A HREF = "#How to_use_the_guide">How to use
the guide</A>
<DD>Quick instructions for new users
<DT>
<A HREF = WSchematic">Schematic
diagram of the distribution network</A>
<72.'D>ow guests communicate with properties
<DT>
<A HREF = WBusiness_Needs">Business Needs</A>
<DD>Reasons for considering using a distribution system
<DT>
<A HREF = "#Distr Chan_Func">Distribution Channel Functions</A>
<DD>What the business requires from the channel
<DT>
<A HREF = "#Dist_Chan_Chars">Distribution Channels Characteristics</A>
<DD>Details of the various distribution options
<DT>
<A HREF = "#Considerations_when_assessing_channels">Considerations when
assessing channels</A>
<DD>What needs to be considered when using a channel
<DT>
<A HREF = "#Feasibility">Feasibility</A>
<DD>Intemal and external factors to assist final evaluation of possible solutions
<DT>
<A NAME = Further_information_about_communications></A><A HREF =
"http://www.ipps.lsa.umich.edu/telecom-info.html ">Further information about
communications</A>
<DD>For those who want to know what goes on behind the scenes
</DL>
<HR>
<P>
<A NAME = Introduction></A>
<H2>Introduction</H2>
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Welcome to the on-line guide to hotel distribution channel selection. This facility offers a
method for evaluating the most suitable means of representation and distribution for a
property according to its business aims,<P>
<A HREF =
"#Contents">Return to contents page</A> <P>
<HR>
<A NAME = How_to_use_the_guide></A>
<H2>How to use the guide</H2>
To use the guide, click on the topic of interest. This will present the next stage in the
evaluation process and list the options and factors for consideration.<P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<A NAME = Business_Needs></A>
<H2>Business Needs</H2>
<H2>ls the use of distribution systems necessary?</H2>
The first step is to establish whether the business need to consider using distribution
channels. This will be determined by internal factors, namely what the business does,
what
it plans to do and how the use of distribution systems can contribute to these aims, and
external factors which exert pressure to change.<P>
<H2>What does the business plan to do?</H2>
The specific aims covered to which the use of distribution systems is considered to
contribute most are:<P>

<A HREF = WNew_mkt_1">the development of new markets;</A> <P>
<A HREF = WSpec_lev_1">the achievement of specific levels of business in

existing markets;</A> <P>
<A HREF = "#New_prod_V>the development of new products.</A> <P>

<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
External influences will be exerted by
<ul>
<>Cost of existing channels
<>Volume of business available
<>Behaviour of competitors
<>Current buyer practice
<>Anticipated buyer behaviour
<>Complexity of product information
<>Need for formation of alliances
</ul>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H3><A NAME = New_mkt_1></A>The development of
new markets</H3>
<H4>Characteristics</H4>
New and existing markets may differ in a number of ways. For the purpose of this
guide,
markets are defined as being comprised of guests which are differentiated by the
following
characteristics among others:
<ul>
<>location
<>affluence
<>selection criteria
<>reason for interest in product
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<>buying habits and means of purchasing
</ul>
These factors influence the most suitable method of distribution. A business wishing to
enter a new market must understand all of these characteristics and the influence which
they have on determining the most appropriate means of reaching the market which is to
be developed. These should be borne in mind when considering the necessary
functions
for <A HREF = WNew_mkt_2">developing new markets .</A> <P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H3><A NAME = Spec_lev_1></A>The achievement of
specific levels of business in existing markets</H3>
<H4>Approaches<1H4>
Achieving a specific level may involve increasing market share or retaining the existing
level of business. lt may of course inciude withdrawing from a market but it is unlikely
that the use of a distribution channel would be considered in this case.<P>
The aim of retaining or increasing business can be achieved by the use of several
different
strategies. The methods considered here are
<ul>
<11><A HREF = "#Cost_competitiveness">cost competitiveness</A>
<Ii><A HREF = "#Differentiation">differentiation</A>
<Ii><A HREF = "#Growth_of market">growth of market</A>
</ul>
Each of these imposes a different set of requirements on a business. If distribution
systems are to be used in support of these aims then their characteristics must be
appropriate for the approach taken. Select the topic of interest for a list of information
requirements. <P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H3><A NAME = New_prod_1></A>The development of
new products<1H3>
<H4>Product Development Considerations</H4>
There is a need for the rapid acquisition and accurate processing of information at
various
stages during the process of product development. The most obvious of these are:
<ul>
<>determining the specification of new product
<>refining an existing product
<>monitoring the performance of a product
<>identifying partners for joint venture developments
</ul>
The information available from distribution systems may be limited in detail but can still
make a contribution to certain aspects of <A HREF = WNew_prod_2">new product
development.</A> <P>
<A NAME = Distr_Chan_Func></A><A HREF = "#Contents">Return to contents
page</A>
<P>
<H2>Distribution Channel Functions<1H2>
The possible aims have their own associated requirements.<P>
<H3><A NAME = New_mkt_2></A>Development of new
markets </H3>
<ul>
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<Ii><A HREF = WSupply_of_information">Supply of information to identify and monitor
new markets</A>
<Ii><A HREF = "#Access_to_appropriate_sales_outlets">Access to appropriate sales
outlets</A>
<Ii><A HREF = WInformation_about_buyer behaviour>Information about buyer
behaviour</A>
<Ii><A HREF = WSystem_offers_comprehensive">System offers comprehensive
promotional and sales facilities</A>
<Ii><A HREF = VAbility_to_overcome_time_zone">Ability to overcome time zone and
language barriers in international markets</A>
</ul>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H3>The achievement of specific levels of business in
existing markets<1H3>
<H4><A NAME = Cost_competitiveness></A>Cost
competitiveness</H4>
<ul>
<11><A HREF = "#System_provides_wide_distribution">System provides wide
distribution and has many subscribers</A>
<11><A HREF = VAutomation_of booking_process">Automation of booking
process to reduce demands on staff time</A>
<Ii><A HREF = "#Low cost_of_access_to_system">Low cost of access to
system</A>
<Ii><A HREF = VAccess_to_competitor_information">Access to competitor rate
information</A>
<Ii><A HREF = VAbility_to_provide_detailed_information">Ability to provide
detailed information about own business e.g. product sales</A>
<Ii><A HREF = "#Provicies_orlinks_to_yield_management">Provides or links to
yield management to maximise average room rate</A>
<11><A HREF = "#Facilitates_formation_of alliances">Facilitates formation of
alliances with other service providers</A>
</ul>
<H4><A NAME = Differentiation></A>Differentiation</H4>
<ul>
<Ii><A HREF = WSystem_offers_comprehensive">System offers comprehensive
promotional and sales facilities</A>
<Ii><A HREF = "#Marketing_services_available">Marketing services
available</A>
<Ii><A HREF = "#Facilities_for development of guest_info">Facilities for
development of guest information database</A>
<Ii><A HREF = VAccess_to_competitor information">Access to competitor
information</A>
<Ii><A HREF = WContribution_to_service_quality">Contribution to service
quality</A>
<11><A HREF = WEnhances_image_of product_or buyer>Enhances image of
product or buyer</A>
</ul>
<H4><A NAME = Growth_of_rnarket></A>Growth of market
</H4>

Creation of new market segments: combines <A HREF =
"#New_mkt 2">product<A> and <A HREF = "#New mkt_2">market</A>
development<P>

Expansion into new geographical areas: similar to <A HREF =
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WNew_mkt_2">new market</A> development.<P>
<A NAME = New_prod_2></A><A HREF = "#Contents">Return to contents page</A>
<P>
<HR>
<H3>Development of new products </I-13>
<ul>
<Ii><A HREF = WAbility_to_provide_detailed_information">Ability to provide
detailed information about own business e.g. product sales</A>
<Ii><A HREF = "#Facilitates_formation_of_alliances">Facilitates formation of
alliances with other service providers</A>
<Ii><A HREF = WSupply_of information">Supply of information to identify and
monitor new rnarkets</A>
<11><A HREF = VAccess_to_appropriate_sales_outlets">Access to appropriate
sales outlets</A>
<11><A HREF = "ffinformation_about_buyer_behaviour>Information about buyer
behaviour</A>
<Ii><A HREF = "#System_offers_comprehensive">System offers comprehensive
promotional and sales facilities</A>
</ul>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H2>Requirements imposed by aims </H2>
<P>
<H5><A NAME = Ability_to_overcome_time_zone></A>Ability to
overcome time zone and language barriers in international markets</H5>
Requires 24 hour service - some representation services offer this but
computerised facilities such as <A HREF = "#GDS">GDS</A> and <A HREF =
"#Destination_Marketing_System">DMS</A> may overcome this most
effectively. This can be used most achieved most effectively by the use of
integrated systems in coniunction with automateci <9>
<A NAME = Ability_to_provide_detailed_information></A><A HREF =
"#Contents">Return to contents page</A> <P>
<HR>
<H5>Ability to provide detailed information about own business e.g. Product
sales</H5>
Raw data may be supplied by <A HREF = WGDS">GDS</A> or other
distribution service. This is often limited so a hotel may need to implement its own
data processing if detailed analysis is required. The collection of data will also
generally be the responsibility of the hotel operator.<P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H5><A NAME = Access_to_appropriate_sales_outlets></A>Access to
appropriate sales outlets</H5>
<A HREF = "#GDS">GDS</A> typically offer distribution through business
travel houses which may not be appropriate for some products while <A HREF =
WViewdata">viewdata</A> services are more usually accessed by leisure agents.
There is increasing communication between these services but it is more effective
to choose the channel preferred by sales outlets in the target market. <P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H5><A NAME = Access_to_competitor information></A>Access to
competitor information</H5>
This information is available to anyone with access to the distribution service
which a competitor uses. Confidential agreed rates will not be displayed. <A
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HREF = WIntermediary">Intermediaries<A> can supply this information to their
clients if requested.<P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H5><A NAME = Automation_of booking_process></A>Automation of
booking process to reduce demands on staff time</H5>
Full automation demands integration of property or central reservation and
distribution systems. It may require the services of <A HREF =
WSwitch_companies">switch companies</A> to link systems. Some staff time
may still be needed to check the operation of this.<P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H5><A NAME = Contribution_to_service_quality></A>Contribution to
service quality<H5>
This can be achieved by freeing staff to enable them to spend more time with
guests or by compiling detailed guest information databases to provide tailored
service based on better knowledge of requirements.<P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H5><A NAME = Enhances_image_of product_or buyer></A>Enhances
image of product or buyer</H5>
The use of <A HREF = WGDS">GDS</A> may give a hotel a more professional
appearance. Inclusion in promotions targeted at specific markets may give the
buyer an enhanced image of the property and the benefits of being associated with
it. <P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H5><A NAME = Facilitates_formation_of_alliances></A>Facilitates
formation of alliances with other service providers</H5>
The use of information from systems such as <A HREF = WGDS">GDS</A> can
identify other service providers which can be approached as potential partners in
joint ventures or alliances. The same systems can then be used to alert agencies of
special promotions involving partner businesses. Agencies may also form alliances
with hotels through the creation of representation services.<P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H5><A NAME = Facilitiesfor development_of_guest_info></A>Facilities
for development of guest information database</H5>
The current <A HREF = "#GDS">GDS</A> do not offer guest information
database facilities for hotels. The information available through these services is
limited and supplementary data collection and processing will usually need to be
undertaken by the hotel or a representation or marketing service if this facility is
necessary. <P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H5><A NAME = Information_about_buyer_behaviour></A>Information
about buyer behaviour</H5>
It is important to identify correctly the channels which buyers use to book
accommodation. This is significant at present as agencies move increasingly
towards the use of <A HREF = WGDS">GDS</A> as the referred means of
booking hotels.<P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H5><A NAME = Low_cost_of_access_to_system></A>Low cost of access
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to system</H5>
For some hotels, the volume of business obtained through a <A HREF =
"#GDS">GDS</A> may not be sufficient to cover the cost of annual fees and
commission charges. Hotels which wish to connect their own systems to a <A
HREF = "#GDS">GDS</A> may also incur charges from switch companies.
Intermediaries operate by pooling the reservations traffic for a number of hotels
and pay only one membership fee which can be split between all of the properties
represented. <P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H5><A NAME = Marketing_services_available></A>Marketing services
available</H5>
Many representation companies offer marketing and promotional services as well
as providing access to <A HREF = "#GDS">GDS</A> or other distribution
systems. <A HREF = WIntermediary">Intermediaries</A> offer representation
on <A HREF = "#GDS">GDS</A> and handle the transfer of data between this
and the property but often do not provide any other services in order to keep their
costs down. If it is envisaged that marketing services will be required, this will
either limit the number of possible routes or require that the services of a
marketing company be engaged in addition to those of an intermediary.<P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H5><A NAME = Provides_or links_to_yield_management></A>Provides
or links to yield management to maximise average room rate<1H5>
The use of yield management (YM) practices with distribution services can offer
rapid distribution of revised rates to a global market in order to attract buyers
seeking lowest cost accommodation. Full integration of computerised YM with
reservation and distribution systems can provide a facility which will automatically
calculate and publish rates in response to any changes in market.<P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H5><A NAME = Supply_of_information></A>Supply of information to
identify and monitor new markets</H5>
The information supplied by <A HREF = WGDS">GDS</A> and <A HREF =
"#CCRS">CCRS</A> will include guest name, address, company, travel agency
and payment details. The former will also identify the carrier. This information
may be analysed to identify partners for alliances, to monitor the success of
initiatives or to determine the worth of launching a promotion in a particular area
or country. More information may be available from the distribution system
operator but the extent and ease of use of this should be investigated if it is
anticipated that detailed information will be required for marketing purposes as the
services of a marketing company my be required.<P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H5><A NAME = System_offers_comprehensive></A>System offers
comprehensive promotional and sales facilities</H5>
Some services such as <A HREF = WGDS">GDS</A> offer sign on messages
and will sell advertising space to enable active promotions to be launched.
Distribution systems can be used to operate incentive based promotional schemes
where agents are rewarded for booking with a chain or brand. Product
information is text based on most distribution services but some companies offer
pictorial databases to provide more detailed information. This is becoming more
common with <A HREF = WRepresentation_company">representation
companies</A> , <A HREF = "ffintermediary">intermediaries</A> and <A
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HREF = "#Destination_Marketing_System">DMS</A> which recognise the need
to enhance hotel details with more material which conveys more about a
property. <P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H5><A NAME = System_provides_wide_distribution></A>System
provides wide distribution and has many subscribers</H5>
This is significant for two reasons, the first of which is that the use of a distribution
service normally results from the wish to reach as wide a market as possible.
Systems with large numbers of users offer more potential custom which should
result in lower net costs as the higher level of business offsets the commission and
membership. The second reason is that the long term future of the service depends
on its profitability and if it has a small market it may need to compensate by
charging high levels of commission. This is likely to prevent service providers
from signing up. Their absence will deter subscribers leading to a vicious circle
which will result in failure.<P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H2><A NAME = Dist_Chan_Chars></A>Distribution
Channel Characteristics </H2>
<H3><A NAME = Agents></A>Agents</H3>
<H4>Function</H4>
Sales to corporate or leisure markets; Reservation and consultancy service for
travelers; representation of properties; compilation of inclusive travel<P>
<P>
<H4>Operation</H4>
Link between traveler and service provider.<P>
<P>
<H4>Benefits</H4>
Experience of market; large number of outlets; ability to promote<P>
<P>
<H4>Drawbacks</H4>
Alliance may restrict business from other sources. Dependent on sales staff
awareness.<P>
<P>
<H4>Most suitable for</H4>
Hotels with record of business from agencies/E corporate clients<P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H3><A NAME = Direct_sales></A>Direct sales</H3>
<H4>Function</H4>
Sales to home market; May offer informational programmes or criteria based
selection to suggest options.<P>
<P>
<H4>Operation</H4>
Teletext using phone for booking. Direct link from traveler via interactive TV or
dial-up computer services<P>
<ID>
<H4>Benefits</H4>
Generally available 24 hours, world-wide for computer services. Lower costs from
reduced overheads. Newer services offer good means of promotion, text based
facilities very limited.<P>
<P>
<H4>Drawbacks</H4>
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Competitors also listed. Need to differentiate property. Interactive methods not
yet in regular use in UK.<P>
<P>
<H4>Most suitable for</H4>
Leisure market, late availability offers. <P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H3><A NAME = GDS></A>Global Distribution
Systems</H3>
<H4>Function</H4>
Reservation processing and inventory information distribution; Primarily product
information distribution and reservation routing but may also offer limited
marketing and promotion facibtjes.<P>
<P>
<H4>Operation</H4>
Product database accessed by sales agents; connection to service provider or
representative inventory information <P>
<P>
<H4>Benefits</H4>
Access to large number of sales outlets world wide; removes need for own
network; focused market<P>
<ID>
<H4>Drawbacks</H4>
Membership and commission costs, demands on staff, need for switch services,
ability to represent property, need for own systems in addition; historical
insignificance of hotels<P>
<P>
<H4>Most suitable for</H4>
Business travel market<P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H3><A NAME = Viewdata></A>Viewdata</H3>
<H4>Function</H4>
Means of access to product information and reservation systems; distribution and
reservation although limited promotional facilities exist. <P>
<P>
<H4>Operation</H4>
Link between service provider computer systems and travel agents<P>
<P>
<H4>Benefits</H4>
Low access cost, well defined market, widely used<P>
<P>
<H4>Drawbacks</H4>
Need to use own or third party CCRS with cost and administrative overheads<P>
<P>
<H4>Most suitable for</H4>
Leisure market<P>
<A NAME = CCRS></A><A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H3>CCRS</H3>
<H4>Function</H4>
central handling of reservations; maintenance of property details for distribution;
third party services may provide marketing and promotional services<P>
<P>
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<H4>Operation</H4>
inventory and property details database usually connected to GDS or viewdata
network. May be owned and operated exclusively by one hotel company or shared
with other hotels <P>
<P>
<H4>Benefits</H4>
single point of access and maintenance; lessens property staff workload; offer
potential of automated reservations processing <P>
<P>
<H4>Drawbacks</H4>
operational costs if own system; vulnerability of information and if third party<P>
<P>
<H4>Most suitable for</H4>
Most markets through wide range of services<P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H3><A NAME =
Representation_company></A>Representation
company</H3>
<H4>Function</H4>
Representation of hotels on distribution systems or sales offices; Direct sales;
Inventory maintenance; Representation and reservation processing e.g. direct
connection; GDS or viewdata access; Marketing and promotional services
common<P>
<P>
<H4>Operation</H4>
Company brand used to represent subscriber hotels with bookings pooled for
distribution system access<P>
<P>
<H4>Benefits</H4>
Relieve hotel management of responsibility; Experience; <P>
<p>
<H4>Drawbacks</H4>
Cost; inaccuracies; large number of represented properties limits importance of
small operators;<P>
<P>
<H4>Most suitable for</H4>
Entrance into new market, especially overseas. Representation on GDS.<P>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H3><A NAME = Intermediary></A>Intermediary</H3>
<H4>Function</H4>
Representation on GDS; Inventory maintenance; Representation and reservation
processing e.g. direct connection or GDS message to fax conversion;<P>
<P>
<H4>Operation<1H4>
Pools bookings from number of low volume hotel operations and represents under
single code. Handles exchange of reservations between property and distribution
system<P>
<ID>
<H4>Benefits</H4>
Low cost; geared to small operations; offer entry level service and progression to
full automation; Versatile: can switch distribution channels if need be<P>
<P>
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<H4>Drawbacks</H4>
Inventory maintenance and reservations handling still makes demands on hotel staff
unless fully automated link is used <P>
<P>
<H4>Most suitable for</H4>
Small operators in business market<P>
<A HREF = "#Contents">Retum to contents page</A> <P>
<HR>
<H3><A NAME =
Destination_Marketing_System></A>Destination
Marketing System</H3>
<H4>Function</H4>
Representation of geographical area; Marketing; promotion; distribution; <P>
<ID>
<H4>Operation</H4>
Database of accommodation, attractions; reservation facilities for services and
events; own wide area coverage or connection to global facilities <P>
<P>
<H4>Benefits</H4>
Low cost of membership; emergence of large scale multi-media services promises
powerful alternative to GDS and viewdata services<P>
<P>
<H4>Drawbacks</H4>
Local competition represented alongside. System may have small distribution
range unless allied to GDS or similar. Historically vulnerable unless publicly
funded. <P>
<P>
<H4>Most suitable for</H4>
Hotels seeking association with specific area for tourist trade<P>
<A HREF = "#Contents">Retum to contents page</A> <P>
<HR>
<H3><A NAME = Switch_companies></A>Switch
companies</H3>
<H4>Function</H4>
Link between PMS or CCRS and GDS; May track transactions for commission
billing;<P>
<P>
<H4>Operation</H4>
Converts message format to enable communication between different systems<P>
<ID>
<H4>Benefits</H4>
Enables connection to GDS without development costs <P>
<P>
<H4>Drawbacks</H4>
Another layer of complexity and commission; hotel still needs own system with
complexity and administrative overheads<P>
<P>
<H4>Most suitable for</H4>
Hotels with PMS or CCRS wishing to automate reservation process from agent to
property or CRO<P>
<A HREF = "#Contents">Retum to contents page</A> <P>
<HR>
<H2><A NAME =
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Considerations_when_assessing_channels></A>Considerations when assessing
channels</H2>
<H3>System Demands on Users</H3>
<ul>
<>Direct costs - representation fees, commission
<>Indirect costs - training, initial demands on staff
<>Operational complexity
<>Cost of obtaining additional information from operators
<>Need to install supplementary management systems
<>Demands of routine maintenance of information
<>Need for system support and maintenance
<>Need to conduct own marketing or promotion
<>Need to understand system operation &amp subscribers in order to
maximise return on investment
<>Need to assess if level of business justifies use of channel
<>Damage caused by loss of personal contact in the course of
reservations
<>Need to recruit staff with system experience
<>Need to educate agents about features of hotel and availability through new
channels
<>Need to understand role of system well enough to be able to assess success
of operation
</ul>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<A NAME = Feasibility></A>
<H2>Feasibility</H2>
<H3>Internal Factors</H3>
<ul>
<>Requirement for information sharing within property, group, consortium
<>Availability of backing - management support and staff willingness
<>Available finances
<>Current promotional practices: business needs, costs, contracts
<>Membership of organisations with conflicting interests
<>Ability to assess and guarantee return on investment
<>Ability to assess effective operation, audit, check accuracy
<>Availability of support from backers - shareholders, banks etc.
<>Fit of channel with present and future business objectives
</ul>
<A HREF = "#Contents">Return to contents page</A> <P>
<HR>
<H3>External Factors</H3>
<ul>
<>Initiatives - EU funding for tourism etc.
<>Cost of money - current interest rate, volatility
<>Levels of occupancy - state of economy
<>Current and future buying patterns and methods
<>Legislation - are systems fair?
<>Incentives - offset taxation, capital allowances
<>Rate of development of systems - obsolescence, possible future developments,
costs of inaction
<>Competitor actions - does system use give advantage or is it necessary to stay
competitive
<>Market - stage in life cycle: growing, mature etc.
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</ul>
<A HREF = "#Contents">Retum to contents page</A> <ID>
<HR>
Copyright 1994 Stuart M Pringle<P>
<A NAME = Schematic></A><IMG SRC = "./distmap0.gif" ><P>
<A HREF = WContents">Return to contents page</A> <P>
<HR>
Copyright 1994 Stuart M Pringle<P>
</BODY>
</HTML>
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Appendix II: Electronic Document Interchange

The following is a copy of a paper presented at the Hotel Information Technology

Association Conference held in Dallas, Texas, USA between 18 and 20 June 1994.
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Abstract

Electronic data interchange (EDI) is a service which allows the electronic exchange of

data between separate organisations using agreed standards.

EDI has been in existence for around 30 years but the development of codified

standards did not take place until the middle 70's. Although banks and manufacturing

industries adopted EDI many years ago, its acceptance by companies in the service

sector has so far been limited. However, there appear to be many suitable uses for EDI

within the hotel trade.

This paper considers how the hotel industry in the UK could benefit from the use of EDI.

The current and possible future uses of EDI for this sector are described.

Introduction

Research has recently been conducted to investigate the use of global distribution

systems (GDS) and associated communications technology in approximately 1000 UK

hotels (Pringle, unpublished work). The information which independent hotels supplied

as part of this is of partticukar tinterest for two reasons. First, unaffiliated hotels account

for 60% of total UK hotel room stock (Slattery, 1992) so the views and practices of the

management of these establishments are of considerable significance. The second

interesting aspect stems from hotels' of this class being denied many of the economies

of scale available to group owned or consortia members. The adoption of cost cutting or

efficiency improving methods is of particular importance to unaffiliated properties.

Computer systems are frequently promoted on their ability to assist with achieving a

better result at lower cost. The interest which these hotels showed in GDS and

associated systems was therefore seen to be of considerable importance.
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The hotels which took part in the research indicated an interest in using GDS to reach

wider markets but felt that many present systems were inappropriate and that the costs

of use outweighed the benefits on offer. The cost of developing new systems or even

tailoring existing computerised reservation facilities is not a realistic option for smaller

properties. Even consortia of large companies with considerable experience in this field

have met with failure (Travel Trade Gazette 1992, Koss 1992). However, appropriate

computerisation could result in considerable benefits for many properties.

The seeming reluctance to join one of the existing GDS conceals a degree of interest in

electronic communications technology of some form. The need for cost effecetive

access to global distribution channels is acknowledged by most hoteliers but the most

suitable means is not obvious. It would appear that a general data communications

method which serves more than one purpose could fill this niche. Electronic data

interchange has the potential to offer this.

Background

EDI Defined

Electronic data interchange (EDI) is defined as "the movement of business data

electronically between or within firms in a structured, machine-retrievable data format

that permits data to be transferred without rekeying from a business application in one

location to a business application in another location" (Ferguson and Hill 1989). In its

simplest form, EDI can be regarded as a computerised means of exchanging fixed

format documents. Unlike electronic mail (e-mail) which is a person to person

messaging facility, EDI is a computer to computer communications service although its

true usefulness can best be exploited when it is used for application to application

communications.

A computer receiving an EDI message is generally programmed to acknowledge receipt,

extract the data held in the message then process this or pass it on for further action by

another program or machine. EDI has the potential to eliminate the need for human

intervention in routine data transfer.
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The Emergence of Standards

The information which a message contains can only be extracted correctly if its format

conforms to a standard agreed between sender and recipient.

EDI use originated in industries such as motor manufacturing which had a routine

requirement to exchange large volumes of information in a standard format.

Manufacturers and parts suppliers discovered that communication of the millions of

documents which they exchanged annually could be handled more efficiently and

accurately using electronic means. Other large scale users include insurance

companies, banks and major retail companies with each sector having its own message

definitions. In the UK these standards include Odette for the motor industry, Brokernet

for insurance and Tradacoms for retailers and wholesalers. None of these formats is

compatible any other, a consequence of the disparate groups responsible for the growth

of EDI. The companies which were the first to adopt EDI generally dealt only with firms

in their own sector. The standard messages which they developed were inevitably

industry specific and as there was limited requirement for communication between

different user groups, this presented few problems.

However, for the service to increase its coverage and scope, it is vital for standards to

be agreed and recognised internationally. Formal standards are necessary to facilitate

communication between diverse groups and across networks world-wide. Ease ot use is

an important factor in attracting new users and new services. The difficulties which arise

from a lack of international standards can act as a deterrent to use and therefore hinder

growth.
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International Standards

EDIFACT (EDI for administration, commerce and transport) is an emerging

internationally agreed standard which is receiving wide acceptance. It is known as "the

Esperanto of the EDI world" and is seen by the industry as being the most likely means

of providing a unified EDI service. Adoption of EDIFACT as part of the US ANSI X12

EDI standard and increasing use of X400 and X435, the international communications

standards covering the format of e-mail and EDI messages respectively, look likely to

facilitate the spread of EDI (Young , 1993). There are still differences between the

messages generated using EDIFACT and X12 standards, however, as described by

Wayland (1993).

Benefits and Drawbacks of EDI

In common with most technologies, EDI offers benefits but at a cost. The extent of its

use is limited and there are still some sectors where it is unknown but already it is

apparent that while it can offer much, it may make considerable demands in return.

General Benefits of EDI

Some of what EDI offers can be accomplished by existing electronic methods in use

within companies or between trading partners. However, the potential strength of EDI

results from the combination of its increasingly utilitarian nature and the ease with which

routine processes can be automated to process and act upon information contained in

the fixed format messages. Its open nature gives EDI the ability to provide a link

between disparate companies and industries with the same ease of use offered by

telephone or fax without compromising its general purpose role.

The major benefit of EDI is that it is not a fixed function service; it is already versatile

and with the passage of time is becoming more like a general purpose utility. The

advantages associated with its use are available to users regardless of the industry in

which they operate. These include: elimination of the need to re-key data associated

with a transaction; time saving from reduced data entry; decreased risk of transcription

and data entry errors; consequent increase in speed and accuracy of data handling and

communication; increased potential for cost cutting through automation; integrated
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security and audit facilities; more closely linked processing and transmission of data,

resulting in faster processing and reduced delays.

The savings associated with the reduction in the time required for data handling

operations have been found to be substantial as the table below indicates (Whitehouse,

1992).

Transaction type performed by EDI Typical Saving

Routine paper transaction $25-50

Misplaced paperwork $75

Erroneous key entry $85

However, cost savings are not always the primary goal of businesses using EDI

(Cummings, 1993). Rather, strategic gains from improved quality were seen as more

important. Even so, EDI is a technology which is probably best seen as a means of co-

operating rather than competing as suggested by Swatman and Swatman (1992).

It is becoming seen that "EDI applications, rather than being a competitive weapon, are

increasingly a necessary way of doing business" (Benjamin et al. 1990). EDI is probably

put to best use by organisations which view it as a utility with its role in the integration of

systems being one of its most important contributions to a business. Brophy and

Souder (1992) talk of the many benefits and indicate the need of technology such as

EDI to help management to cope with the anticipated avalanche of information which

evolving information technology will result in. Senn (1990) talks of the strategic benefits

resulting from the compressed business cycle enabled by EDI while Mische (1992) cites

an example of how consolidation of systems using EDI has resulted in the replacement

of 30 systems by one integrated facility.
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The Costs of EDI Use

Inevitably, there are drawbacks associated with the evolution of EDI to form a new utility.

In common with most emerging communications media, EDI has suffered from the

development of multiple incompatible formats. This can give rise to problems between

potential trading partners which have already adopted the de facto EDI standards for the

industries with which they already trade. Inevitably, companies wishing to move into

new markets will at some point find themselves wishing to trade with firms using an

incompatible EDI standard. One or other business can adopt multiple EDI standards to

overcome this but there may add cost or lead to dispute. This problem highlights the

need for a unifying international standard and for a means to bridge the compatibility

gap between the various existing trading standards. If EDI is ever to serve as a utility,

this complexity must be eliminated.

Once businesses start to trade, the matter of admissibility of messages as legal

documents as well as the verification of source and receipt of messages can present

problems. The possibility of introducing a third party to act as an independent

intermediary who would be a trusted keeper of messages has been suggested (Wright

1990). Although this would be expensive, it could solve a problem where a permanent

record of an electronic document must be kept an unalterable form. However this is to

be achieved, there is a requirement for audit information and control procedures to

become part of each transaction (Wright 1993).

Rules exist in the form of the UNCID and EC TEDIS documents covering the procedures

to be followed by EDI trading partners and detailing the responsibilities of each party

(Baum 1993). To date, most EDI business has been between companies which were

already used to trading with each other using traditional means and had developed a

trusting relationship. This may minimise the likelihood of legal action between them in

the event of problems. However, as companies which are unknown to each other

become electronic trading partners, it is probably only a matter of time until the

applicability and strength of the regulations governing EDI are tested.

As dependence on EDI services increases, so does the need for guaranteed service

quality and reliable back up. Ideally the service should be operated in the same way as
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other utilities. This would mean offering one point of contact for all problems in order to

simplify the initial installation and integration of services and to facilitate trouble shooting

and problem resolution (Brown 1990).

Without the reassurance that bridging between industries is available and that both

quality and security safeguards are in place, many companies will be reluctant to make

full use of the service. Mische (1992) describes some of the standardisation and

security problems inherent in using EDI between US and European businesses.

EDI adoption is not without problems if its full potential is to be exploited. Research

described by Swatman and Swatman (1991) indicates that only companies which take a

strategic view of EDI stand to benefit fully from its use. Mtegrat)on of systems is

necessary to take maximum advantage of the benefits on offer. Implementation and

subsequent support costs can be considerable and are ongoing (Senn 1990).

EDI in Purchasing

Conventional Purchasing

Many businesses carry out all of their trade by mail or telephone, recording the details

in ledgers or perhaps on computer. However, there are many potential problems

associated with this way of working: delays from engaged lines and difficulties locating a

contact within a company and data transcription errors are frequent. Uncertainties and

frustration can result, often being compounded where international communication is

involved, with language and time zone differences adding to the problems. Audit

requirements dictate that each transaction should have an associated record of dates,

prices, quantities and supplier information. Subsequent tasks associated with each

order include modification of stock levels, updating accounts and generation of cheques

and receipts. Delays arise from the time required to process every stage of the

paperwork and on top of this is the potential cash flow problem arising from the delay

while "the cheque is in the post".
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EDI Transactions

The attractiveness of an alternative, more automated means of conducting routine

business is obvious. The steps in an integrated EDI transaction would typically be as

follows:

1: The purchaser decides on requirements; a purchase order is
entered through a standard form on screen and through the
EDI network to the supplier. A copy is sent internally to an
accounts payable system.

2: The supplier's computer interprets the EDI message and
passes this data to an order entry system. This system
initiates the supply process and automatically passes
information to an invoicing system. Status reports can also be
generated periodically during this stage.

3: The supplier's invoice system generates an invoice which is
converted to EDI message format and sent through to the
purchaser.

4: The purchaser's EDI system interprets the invoice message
and passes to the accounts payable system.

5: The incoming invoice is checked electronically against goods
ordered and goods received. The invoice details are passed
to an electronic settlement application which sends uses
EDI/EFT to pay supplier's bank. The supplier is notified of
payment by bank or by purchaser using EDI message, buyer's
credit status updated.

The automation and integration of these various stages minimises the need for operator

intervention and eliminates many of the delays and errors which affect conventional

purchasing procedures.
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Information Flow in the Hospitality Industry

Requirements

The hospitality industry, in common with other travel and tourism related suppliers,

depends on the rapid and reliable transfer of information around the world. Information

which is unreliable is more of a liability than an asset. The speed of delivery of a

message and the accuracy of its contents are most important if the recipient wishes to

derive maximum advantage from it.

Routine Hotel Transactions by Conventional Methods

The process of making a typical hotel room reservation has a high information content.

Locating a property which meets certain criteria, searching for special offers, querying

availability, supplying agency and customer details, and receiving final confirmation of

the booking all require exchanges of data about the guest and the hotel. This

information may be routed through one or more intermediaries on its way between the

guest, the agent and the reservations staff, whether in a hotel, a central reservations

office or a representation service. Regardless of its route, accuracy and rapid delivery

are vital.

Food and beverage stock ordering can be a repetitive and time consumtirvg tasItc,

involving considerable transfer of data. The purchase of a single commodity can involve

obtaining a quote for price and delivery from various suppliers, placing an order,

receiving goods, updating stock records and authorising payment for goods. This a

lengthy process although each stage involves little processing.

"Open Purchasing" using EDI

While ordering goods using EDI is common in manufacturing, this usually depends on

agreements covering pricing, delivery schedules and shipment quantities which are

drawn up in advance. However, EDI also has the potential to allow purchasers to obtain

prices or invite tenders from a number of suppliers in less time than would be needed

using conventional methods such as mail, fax or telephone.
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Details of goods or services required are entered on computer using a standard input

display. Regular supplier information and descriptions of stock items are held on

computer to be selected from a list instead of being entered in full each time. Once the

form is filled in, it is converted to an EDI message which is then sent via the ED) network

to a number of potential suppliers. Each can then quote for price, delivery or other

conditions. The messages can either be delivered directly to the destination computers

or, if this is not possible immediately, held in a mailbox on the network until it can be

processed. Even suppliers which do not use ED) can be contacted through intermediate

services such as the UK Post Office's EDIPost. (Young 1993, EDI Update, 1993)

Upon receipt, which may be a matter of seconds from time of dispatch, the supplier's

computer can process the message to extract the details of the requirements, including

particulars of the establishment which placed it. It can then check the account and

credit status of the purchaser, check that the items are in stock in the quantities required

- generating an order to replenish the supplier's own stock if necessary - and generate a

picking list for warehouse staff along with a delivery schedule.

An acknowledgement can then be returned to the purchaser with details of the delivery

and of any problems with the quantities or items required. This can all be done in a

matter of minutes rather than days. Notification of inability to supply goods can be acted

upon immediately and another supplier contacted if necessary. The purchaser can

decide which supplier's offer is the best and use the same basic information to place the

order, transmitting this to the appropriate destination.

The date and time of all message transmissions and deliveries can be recorded and this

information can be used to produce an audit trail. In trading relationships between

trusted partners the use of EDI in the stock ordering process has even led to the

introduction of automatic restocking and self billing agreements (Taylor, 1992).

A transaction which included a request for prices information would be similar to the

example given previously but would involve extra stages to allow for an initial exchange

of price and availability information. This process would still lend itself well to the fixed

format message constraints but would allow the flexibility necessary to support the

potential applications of EDI in the hospitality industry.
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ED! in the Hospitality Industry

The obvious application of EDI in the hospitality industry is its conventional role in stock

purchasing. However, extending the use of EDI to allow it to form part of the

reservations process is also feasible.

Stock Management

The above example of automated inventory maintenance involving electronic ordering,

invoicing and stock monitoring is applicable to most retail and wholesale trades.

Within hotels, the integration of systems could result in full automation of food and

beverage inventory. Some property management systems already offer integrated stock

management facilities. As items are removed from store, computerised checking of

remaining stock against minimum levels could be used to initiate automated ordering

using a process similar to that described earlier. This would require operator input only

in the case of discrepancies between the goods ordered and delivered or to authorise

invoice payment.

The use of EDI in this example has several benefits. The service allows the hotel to

communicate with any other subscriber so many suppliers can be contacted for quotes

nearly simultaneously. Messages follow a standard format agreed between partners,

reducing the risk of ambiguous or misleading information and therefore saving time.

The EDI transactions can be recorded for audit purposes while a combination of system

security and encryption of messages protects sensitive information.

The Booking Process

The stages involved in making a hotel reservation are similar to those in the purchase

procedure except that the role of the hotel changes from buyer to supplier. While its use

in place of telephone or fax could offer benefits to both parties involved in the booking,

this application of EDI has not yet been adopted in the UK hospitality sector. The

potential benefits which it could bring to this industry on both domestic and international

levels are considerable.
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Present EDI transmissions use direct communication between companies or value

added networks (VANs) as their carrying medium. The use of VANs makes EDI

relatively inexpensive to use and offers widespread access to a diverse range of

industries. These networks can carry traffic between guests and hotels via travel

agencies, representation companies, central reservation services and global distribution

systems or by direct communication with the property provided the appropriate links are

in place between these and the EDI network.

The booking process depends on the routine communication of a standard set of details

from an inquirer - either the guest or an agent - to a number of possible suppliers. The

EDI booking process would involve filling in a form on screen which would contain the

usual basic information associated with a hotel reservation such as city, dates, rate limit,

preferred class and possibly brand for a general enquiry. This information would then

be sent as an EDI message via the network to agencies, reservation systems or direct to

properties.

The use of standard forms would allow the remote computerised reservation facility to

decipher the incoming message and match requirements against availability. This would

then be used to generate a reply message which would again be transmitted through the

EDI network. The contents of the message would be of agreed format and would be

interpreted by the inquirer's system to provide the requested room availability and rate

information.

Once a booking is made, the inventory at the property would be updated automatically.

This process could also trigger a warning to reservations staff or management as

overbooking approached set limits. If a booking is made by EDI, the message contains

all necessary guest details so these do not need to be re-entered by hotel staff. This

information could then be used to generate reservation acknowledgements, prepare

check-in forms for signature, calculate accounts and render these to companies or credit

card operators with only minimal human intervention.

Finally, EDI could also be used for the automation of commission payment to agents.

Authorisation for payment would be sent to the hotel's bank once guests booked

through agencies had checked in. This application comes under the heading of

electronic funds transfer (EFT) which could be regarded as a specific form of EDI.
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While there is no evidence of companies in the hospitality sector making widespread

use of EDI in the booking process, there are signs of interest in its use as a means of

conducting routine purchasing. Examples of EDI use elsewhere in the travel industry or

in other industries indicate that there is no basic technological hurdle to be overcome

before the potential integration described above could become a reality, albeit on a

limited scale. These examples are described later in this document.

Limitations of EDI in the hospitality industry

Conventional EDI was developed in an environment where the use of batch transactions

was acceptable. Communications between buyer and supplier could be conducted

using single point to single point connections. Close interaction between systems was

not a requirement and the structure of the messages in common use reflected this since

each message contained a header, a message and a trailer.

However, many routine transactions in the tourism and travel industries are such that

the formats and communication methods used in EDI exchanges in the manufacturing or

retail sectors are not suitable. The overhead associated with the format of these

messages made EDI less efficient than proprietary communications protocols. The

resultant cost hindered the uptake of this technology.

Interactive EDI

A movement has been established within the UN/EDIFACT movement to develop a

revised form of EDI to eliminate this problem. The intention of interactive EDI (I-EDI) is

to replace the batch mode syntax with a more efficient means of conducting interactions.

If a complete message in batch mode EDI is comparable to a letter then the aim of I-EDI

is to offer a facility which is similar to the telephone service. The different mechanisms

are illustrated in appendix 1. The requester initiates the conversation with the use of a

header and a dialogue is maintained for as long as is required. The communication is

then terminated by the exchange of trailers. Headers and trailers associated with each

exchange are still required to ensure that the integrity of the message is maintained but

these are much shorter than those used in traditional EDI. The removal of the overhead
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of a header and trailer associated with each request or reply reduces traffic, saves time

and cuts costs.

The Need for I-EDI in Travel Applications

The role of EDI in the travel, tourism and leisure industries is recognised as being

different from those of manufacturing or retailing. A travel agent making a booking may

need to retrieve information from many systems before an initial decision is made about

which airline to use and this process may need to be repeated several times for hotel

accommodation, car hire or other services. For EDI to be useful to the travel trade, it

must support the conversations which take place as information is sought and acted

upon.

Traditional EDI messages contained much information which was repeated during every

transmission. In the course of a lengthy conversation, this amounted to a considerable

overhead which wasted time and money. this made it unattractive to travel agents trying

to survive on typically low margins where speed and low cost are of the essence.

I-EDI appears to address the problems of traditional EDI through its ability to act as a

low overhead two way medium. Its use may help overcome the initial objections which

the travel trade had about EDI. If this happens and agents use I-EDI to communicate

with distribution systems, other travel and leisure sectors may adopt EDI as part of

commission payment and account settlement plans.

General Management and Group Communications

Many hotel chains and consortia use wide area networks to link units to head offices or

headquarters. The use of EDI networks for this communication could offer this facility to

smaller groups and perhaps provide a lower cost alternative to private operation.

The information from all transactions, consolidated locally, can be sent through the EDI

network to a central office for period reporting. The same service can be used to send

this information to an accountant or bank. Salary details can also be sent to the bank

for payment direct to staff accounts. All of these operations benefit from the security

and speed of transaction offered by EDI. The increasing adoption of internationally
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agreed standards will eventually make EDI use as easy for properties spread across

continents as for those grouped locally.

Reaching Overseas Markets

Hotels hoping to attract foreign visitors through promoting their properties overseas can

face problems. The barriers caused by language and time zones differences can be

considerable. It appears that a hotel needs to provide a multi-lingual 24 hour service to

overcome these. An international computerised reservation facility which uses the EDI

network for its communications would seem to offer a solution which meets both of

these requirements.

The EDI network is a 24 hour a day facility. Its use of internationally recognised

standard protocols such as X25 allows easy communication between different countries.

The standardisation of message formats for EDI use provides a solution to the language

barrier. The screen display can be altered to suit the country in which a booking is being

made, with instructions being displayed in the appropriate language. However, the

underlying information fields always conform to a format agreecl between tradiru

partners. This means that regardless of the message's country of origin, the data

contained in a particular field will always have a specific meaning, such as the client's

surname, for example. This use of standard messages with local translations removes

any ambiguity or uncertainty caused by language difficulties on the part of operators.

A hotel may have a limited requirement to handle overseas bookings so the need to

provide an automated reservations service may seem unnecessary. However,

developments in the field of personal computing may lead to domestic customers

imposing demands which are similar to those of overseas customers and which may

have to be met in the same way. The use of "agents", programs instructed to perform

routine tasks for their operators, may soon give rise to a situation where a computer user

can ask an agent program to book a hotel room. (Horizon, 1993) The user's

preferences and budget are known to the machine which contacts hotels directly or via

agency computers to find the most suitable room at the best price. If a hotel is not in a

position where it can be contacted computer to computer, it is not in the running for this

business. Not only must availability and price information be available on-line, the
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system should ideally allow the computerised agent to make a reservation and confirm

this.

This level of automation can only be achieved with the use of standard message

formats, either within a closed system such as a conventional GDS, or as part of a more

open group on an EDI network.

EDI use in UK Hotels

EDI is already in use within UK hotels but this is limited. In the survey cited previously,

less than 5% of respondents reported making use of EDI. In these cases it was used for

the settlement of supplier invoices and payment of staff wages. This is a general

purpose application of EDI and involves communication with banks rather than other

hotels or their suppliers and as such can be made use of by any sector.

Interest in EDI

In the same survey, 64% of respondents indicated that they thought that EDI was of

interest and they would consider using it. Considering that almost 60% of these

properties received 60% or more of their bookings direct from their guests by phone,

initial interest in the use of EDI may be for settlement of transactions and payment of

wages rather than as a means of communication with guests and agencies.

Introducing EDI into hotels

If EDI is to make inroads into the UK hotel industry, it appears that it should be

perceived as being a useful, general purpose utility. EDI operators recognise the need

to win over SMEs if the service is to achieve the levels of use which it needs to function

as a utility and be truly successful (OVUM, 1990).

There are products available which allow fax users to become part of the EDI network.

Given the hospitality industry's increasing use of fax, this may be a means by which the

network operators generate interest in their services (EDI Update, 1993a).
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Incentives and inducements are used by some organisations to persuade their suppliers

to use EDI. As long ago as 1988, early EDI users UK Customs warned that any import

shipments not accompanied by documents in EDI form were likely to experience delays

(Guest 1988).

Some travel and hotel booking agencies are already warning that they will only book

hotels which are available through GDS. Perhaps with the increasing use of EDI, hotels

which can access offer their inventory through this service will also be included.

Thomson holidays showed how powerful computer to computer communication could be

when they stopped taking telephone bookings for their package tours and obliged all

travel agents to use Viewdata instead (Holloway, 1990). Now agents might force hotels

to take part in a similar scheme. The advent of automated agents to perform bookings

may also spur some hotels to use an EDI service. The plan to use EDI as the basis for

the ill fated GTI scheme indicates the faith which the travel trade majors have in the

future of the technology.

The ability simply to automate routine processes is unlikely to be a sufficient incentive

for most hotels. SMEs have shown an initial lack of interest in computer reservation

systems of all sorts. Their experiences with these may unfortunately have frightened

hotels away from technology which could be beneficial if applied correctly. The ability of

EDI to combine cost and time saving with a means of reaching new markets may attract

business.

While the EDI industry depends on SME business to maintain its growth, it appears that

the hotel sector needs a large, powerful EDI user to introduce the service and drive

development of suitable message formats. If this happens, EDI may be seen as being a

good thing and smaller hotels may then want to use it in preference to conventional

means of communication. In the hotel industry, it is not only the financial savings which

are significant. The staff time freed by increased automation can be put to good use in

improving the quality of customer service.
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EDI elsewhere in the travel trade

There are notable examples of the successful use of EDI in the travel industry and these

may inspire businesses in this sector to take an interest in this technology

SITA Network

The SITA (Societe Internationale de Telecommunications Aeronautiques) network which

is used to carry reservation requests and confirmations between booking agencies and

the world's airlines is an example of EDI in the travel and tourism sector. This makes

use of a high speed network with transaction processing and security being of

paramount importance. Hilton International hotels recently announced that it was to use

this network as part of its international central reservations facility.

Airline Settlement Procedures

EDI is in use as part of the Australian bank settlement plan (BSP) operated on behalf of

airlines and travel agents. The aim of this scheme is to ensure the rapid settlement of

travel agent and airline transactions in a reliable and timely fashion.

In this case, EDI forms the link between the airline ticketing systems and the standard

IATA BSP run by the Commonwealth Bank of Australia. While the extent of use of this

system has been limited by software problems involving travel agents and the BSP itself,

it is expected that 1993 figures will show that 80% of all Australian BSP data deliveries

were handled by EDI. (Chapman 1991)

The FERRIES system.

Elsewhere in the travel trade, the FERRIES system, operated jointly by several

European North Sea ferry companies, allows travel agents to book ferry tickets more

quickly and easily than using direct access links to the individual companies. The

system allows the agent to enter search criteria on a computer screen entry form. The

initial entry form is always the same regardless of the carrier selected. These details are
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converted to an EDI message which is sent initially to the preferred ferry operator. If this

company cannot accept the booking, the details are sent to the other ferry companies

automatically until one is found which meets the criteria. This automated re-use of

information is the essence of EDI and has proved successful in this application. This

should serve as a good example to the hospitality industry of the potential uses and

benefits of EDI in the reservations process.

GDS as an alternative to EDI

For many hotels, their first experience of conducting transactions electronically may be

through the use of GDS. However, GDS may offer limited potential for automating

transactions at present since many operate only as reservation processing services with

closed user groups. While commission payments and other accounting functions are

offered as part of many systems, GDS does not yet offer two way communication

between hotels and many of the suppliers with which these would wish to trade.

EDI, on the other hand, is intended to operate as a two way link and to be offered as an

open service, available to subscribers operating in all industries. This makes it suitable

for communication with suppliers as well as a means of exchanging booking information.

Summary

EDI is still a relatively new technology. It started life under the guidance of large

powerful companies which could force suppliers to adopt it. It may be that a similar

situation needs to arise in the hospitality industry for EDI use to become widespread.

Current problems include international standardisation issues, security, authentication of

records and overheads associated with conventional EDI messages.

While the benefits which could result from the use of EDI in an integrated reservations

and trading system are easy to envisage, the changes which would be necessary to

make this technology useful to the hospitality industry are also very evident.

However, there is considerable interest in the technology within the UK hotel sector.

Information is recognised as being a vital component of the hospitality industry. Its
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accurate and timely delivery can help to secure bookings, achieve quick settlements and

guarantee steady cash flow. The reliability and availability of EDI as a delivery

mechanism combined with the potential to integrate the service with existing

management systems should make it of increasing use and interest as the number of

users grows. The introduction of I-EDI will remove much of the speed and cost

overhead which previously detracted from the appeal of EDI in the travel, tourism and

leisure sector.

Conclusions

The growth of EDI outside the hospitality industry will continue. It seems likely that

hotels will adopt the technology as a utility to assist with payments and ordering but this

will depend on general purpose networks.

Once the potential benefits are appreciated, there is no reason why EDI should not

eventually become a widely used utility within the hospitality industry, replacing fax and

telephone for much business communication.
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Tag Data element

Sending Application

Send request

IH + MH + D + MT + IT >>>

Responding Application

Receive request

Send response

IH + MH + D + MT + IT

Receive request

Send response

IH + MH + D + MT + IT

Appendix 1

1) Components of an EDI transmission 

Complete transmission:

Interchange header (IH)
	

Message(s)
	

Interchange trailer (IT)

Message(s):

Message header (MH)
	

Data Segments (D)
	

Message trailer (MT)

Segment format:

All headers, trailers and data segments have the same segment format

2) Transmission sequences 

Traditional EDI:

Receiving Application

Receive data

Fast Batch EDI:

Requesting Application

Send request

IH + MH + D + MT + IT

Receive response

Send request

IH + MH + D + MT + IT

Receive response
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Request termination

Send IT

Dialogue terminated

Initiator

Request dialogue

Send IH

Send request

MH + D + MT

Send request

MH + D + MT

Confirm termination

Send IT

Responder

Confirm dialogue

Send IH

Process request and send reply

MH + D + MT

Process request and send reply

MH + D + MT

Interactive EDI (I-EDI):
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