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TRAVEL INDUSTRY
CUTTING COSTS

WITH BACK OFFICE AUTOMATION

With continuing consolidation, intense competition and a global economy seemingly unable to
break free from lackluster growth, there is relentless pressure on travel companies to discover
new ways of: differentiating from competitors; marketing with better results; developing even
more innovative services; and strengthening customer loyalty.

Since all these endeavors cost money, smart companies begin by identifying and eliminating
needless expenses. One of the overlooked places to uncover monetary — and productivity - leaks
are manual workflow activities that can be optimized with back office automation.
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BACK OFFICE OPERATIONS

Back office operations are those which are not customer-facing: e.g.: payroll, accounting, procurement and vendor
management. Surprisingly, many travel companies often fail to give manual, back office, activities a hard look. There
are two likely reasons for this:

1. they misunderstand what's meant by manual activities;

2. if they do understand; they are unfamiliar with how to find them.

Manual activities do not refer to business activities conducted as if it the company was stuck in some pre-automation
mode from the last century. Management making that mistake would read the last paragraph and say, “We're running
good accounting software and its payroll module hasn't caused us a moment’s trouble. Not sure about procurement,
but vendor management is fine — we get decent reports on revenues and margins by the tenth day of the next month.”

What manual activities do refer to are the continual work-arounds done by employees each week, month and quarter to
get past bottlenecks caused — not by an absence of automation — but by data and workflow gaps between
incompatible business process automation systems.

Take, for instance, the vendor performance reports cited in the prior paragraph. It's likely that two or three people spend
ten days between the close of books on the 5th, and report release on the 10th, running excel spreadsheets populated
from various unrelated data sources. Further, it's equally likely that work is so ingrained in office routine no one even
thinks twice about it. Yet, just those manual activities — so seemingly minor as to be almost invisible - are costing the
company at least $24,000 per year.
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FINDING MANUAL ACTIVITIES IN BACK OFFICE OPERATIONS

As we've just seen, a major challenge in finding costly manual activities in back office operations is often their
familiarity. Since those activities exist to knit together various data streams and workflows on a regularly scheduled
basis, they are completely embedded in the operational routine. In order to find them, management needs to know
where to look.
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LAGGING AND INFLEXIBLE ACCOUNT PERFORMANCE REPORTING:

Allocating revenues by account is a relatively easy task for any reputable accounting system: costs,
however, are usually another matter altogether. For example, the cost of sales for corporate accounts is
heavily influenced by skillsets and effort requirements. How many monthly man hours are consumed by the account?
What combination of senior or junior talent was required to generate the prior month’s revenue; what were the actual
payroll costs? If this data must be manually captured in spreadsheets, accurate reporting of the true cost and
profitability of an individual account will be a complex, time-consuming and error-prone activity.
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A corollary to the prior point, successful travel management companies now offer their corporate
accounts Bl-related services that identify areas of untapped savings opportunities. Moving beyond basic
reports, a progressive travel management company (TMC) will use Bl analytics to pull meaning from many data
sources, making the client aware of travel patterns and travel policy compliance gaps which can be addressed to cut
their travel costs. Up against this level of service, the cost to travel companies with unintegrated applications soars
beyond manual labor expense and into the much more significant realm of non-competitiveness and lost revenue.

2 SLOW (OR NO) ADOPTION OF BI-RELATED TRAVEL ACCOUNT SERVICES:

Corporate travel often incurs frequent changes to travel plans and associated re-issued or refunded

tickets. Quick and accurate reconciliations of ARC/BSP reports are essential for timely recognition and
reporting, capture by accounting and use of residual ticket value in future travel. These ticket values are in the scope of
standard monthly account reports to the client and consistent lag times in value recognition and use will damage the
account relationship. In such circumstances, management should immediately focus on the extent of manual activities
within the reconciliation process and arrive at a mitigation strategy.

3 DELAYED OR LOST RESIDUAL TICKET VALUE:

Debits memos are triggered for reasons as minor as missing data or as expensive as violating ticket

pricing use requirements. Usually several people are involved in the research and resolution of the debit
memo. Consistently slow resolution times are indicative of manual activities: people relying on hand-carried
distribution through the office; confusing hand-written documentation and unreported bottlenecks. Further, if the debit
memo requires payment, manual activities may not place the expense into the accounting system for a charge-back
allocation to the appropriate client.

SERVICE SUPPLIER COMMISSIONS:
Calculating outstanding commissions from service suppliers such as hotels and car agencies; reconciling

payments against outstanding commissions and collecting any shortfalls is a major unautomated activity
for many travel companies. A manual approach is often used because a sophisticated enterprise resource planning
system is required to: utilize algorithms for arriving at outstanding commissions; apply payments to the proper
accounts; trigger any internal commissions in the payroll system, and notify accounts of remaining delinquent
accounts.

l DEBIT MEMOS -SLOW RESOLUTION AND/OR UNALLOCATED:

Management should look closely at the expense and effectiveness of any manual activities in this commission area.
Certainly one reason is to reduce expenses wherever possible. But a larger reason has to do with future growth. If this
process is primarily manual, the larger cost to the company may well be lack of scalability.

For example, investment in services and products may lead to a reasonable forecast of 15% annual growth over the
next five years. But a reliance on a manual commission process could lead to an unmanageable workload, and erosion
in account margins, if the manual process cannot match operational growth with its own equally strong increase in
productivity.
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AUTOMATING BACK OFFICE OPERATIONS WITH ERP

An enterprise resource planning system has the capability to deliver an integrated suite of applications for front office,
mid-office and back office business processes. The heart of the system's value proposition is a common data model
and standardized processes across such primary software applications as: accounting, payroll; HR; supply chain, CRM
& procurement.
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Since their emergence in the 90’s, these enterprise resource planning systems have evolved from monolithic, costly to
customize, implementations into smaller, nimbler systems targeted at specific industries: the travel industry being a
case in point. These systems are aimed at small to mid-sized companies, both in terms of range of functionality and
also investment cost.

The two graphics in this document show the high level distinction between (first graphic) a non-integrated group of
applications, typically acquired independently and over time, with an (second graphic) enterprise resource planning
suite of travel-specific applications designed to work smoothly and interchangeably with each other.
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The non-integrated graphic shows the three most likely areas of significant manual activity — reporting; porting payroll
information into the travel accounting systems, and procurement/vendor management. The prior example of
complexities in commission reconciliation and collection show why many travel companies have little or no software
functionality in the procurement/vendor management area at all.

The most important values these systems bring to travel automation is a common data model and standardized
processes, because it is lack of one or both that drives the majority of manual activities in non-integrated systems. With
common data structures, information can be designed for use once and updated with minor tweaks going forward;
reporting becomes quick and flexible; Bl is a reality and a competitive weapon. With standard processes, structured
data can flow in a smooth automated workflow from one application to another: for example, payroll into account
costing.

The most important action for Travel management to take is a hard look at manual activities, then endeavor to place a
reasonable estimate on their direct and indirect (i.e. loss of revenue, competitiveness or both) costs. This information
will be needed for a proper ROIl-based decision for an automation investment. Too often travel management
underestimate the cost of their manual work and overestimate what an automated back office solution could cost. The
increasingly competitive nature of the travel industry calls for bold vision and objective decisions.
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About dcs plus

dcs plus is a global leading IT solutions provider for the travel and tourism industry. Founded in 2002, dcs plus operates
worldwide, offering adaptable, cutting-edge resources and tools for hundreds of travel and tourism professionals. The
company is focused on delivering innovation and, through its solutions, aims to provide excellence to travel industry
players, regardless of size, business model or market. The solutions offered by dcs plus translate into stability and
boosted efficiency for the most demanding leaders in the industry.
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CONTACT

Address: 215 Mihai Bravu Road, 5th floor,District 2, 021323, Bucharest, Romania
Telephone number: +40 (0) 21 302 31 32
E-mail: office@dcsplus.net / sales@dcsplus.net
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