Rocketing
to the

TOP

Sabre fuels up for the next launch:
delivering its brand of scalable technology to
a wider marketplace - and pleasing the market.

by Cheryl D. Krivda

or most casual observers, the

U.S. space shuttle represents the

epitome of aeronautics today.

Sleek and powerful, the spaceships

Atlantis, Discovery and Endeavour gen-

erate the awe of onlookers and the glare
of media attention worldwide.

Beyond the spotlight, however, the vast
majority of the world’s payload is lifted
into space by traditional rockets. With little

fanfare, these workhorses of the aeronautics
industry handle the lion’s share of the satel-
lite launches and other industrial missions
that support state-of-the-art communica-
tions, telephony, and entertainment systems.
Bill Hannigan understands this paradox.
While Wall Street was fawning over last year’s
multitude of dot-com announcements, the
CEO and chairman of Sabre Holdings Cor-

poration quietly has been piloting

some of the most important changes
ever conceived in the travel and trans-
portation industry.

From his seat at the helm of Sabre,
William J. Hannigan controls the world’s
largest computer reservation system, offers
Travelocity.com, the most popular Internet
travel site, and delivers more IT solutions to
airlines than any other company. With a
hand in new electronic marketplaces, hosting
services and other cutting edge endeavors,
Sabre takes pride in driving new technology
and business paradigms in travel services, trav-
el marketing and IT solutions.

Wall Street’s recent dot-com mania over-
shadowed Sabre’s successes, casting the more
mature company’s business and technology vic-

tories as impressive-but-routine achievements.
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solutions

Yet Hannigan seems sure that
Sabre’s trajectory into new economy
technologies and business oppor-
tunities is on target to serve the
needs of both its customers and
stockholders.

“Many smaller companies have
positioned themselves as having new
technology, being more flexible,
and waiting to cherry pick us in the
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market, and Wall Street is enam-
oured of them,” Hannigan explains.

“Often those analysts like the
technology, see an opportunity for
those companies to become niche
players, and assume that their tech-
nology will scale accordingly. But
assuming technology can scale and
actually having scalable technology
are two different things. We know —

we’ve been doing this for a long
time,” he says confidently.

“One of Sabre’s core competencies
is leveraging and scaling technology.
We will expand these emerging
technologies to innovate for our
entire customer set, including air-
lines, railroads, travel agencies and
other customers in other areas. We
don’t define ourselves as serving

“] continue to find roadblocks and barriers
to speed that we now need to blow up. Our
technology team can move faster,
if only we can remove the bureaucracy.”

only travel and transportation,”’
Hannigan states.

Space race

Since its earliest days, Sabre has
been the go-to provider of services for
transportation industries, especially
airlines. As the original reservations
system for American Airlines, in the
1960s Sabre was the largest private
real-time processing system, second
only to the U.S. government.

By the mid-70s, Sabre was ex-
tended to large travel agencies, who
used the system to book travelers’
reservations. Expansions of Sabre to
Canadian and British travel agents
were followed by the introduction
of low-fare search capabilities and
airline yield management features
in the mid-80s, and — by 1992 —
flight scheduling systems. Develop-
ing so much logistical expertise
allowed Sabre to offer software,
consulting and systems manage-
ment services to other airlines and
to expand its transportation
knowledge to rail reservation and
distribution systems.

By 1996, Sabre was ready to
break free from the mother ship.
American Airlines, now known as
AMR Corporation, spun off Sabre as
a separate legal entity, releasing 18

percent of its shares for an initial
public offering. In March of this
year, AMR spun off the remainder
of its interest in Sabre, releasing
more than 107 million shares of
stock to AMR shareholders.

“It’s not every day that an S&P
500 company is hatched,” enthuses
Hannigan. “Now it’s Sabre standing
on its own two feet, competing in
the market, sometimes competing
with our parent company. It’s an
exciting time as far as invigorating
our team and being excited about
those challenges.”

Blasting off

At only 40 years old, Hannigan
has been in the pilot’s chair for less
than a year, hired from telecom
giant SBC Communications, where
he served as president of global
markets. An aviation and history
buff pursuing his pilot’s license — in
competition with his two teenage
children — he felt his professional
plate was full.

“I wasn’t interested in going
anywhere,” Hannigan remembers.
“I had plenty of challenges in front
of me. But when I heard that Sabre
was going to be fully independent
of AMR, I became intrigued. It
seemed too interesting an opportu-

nity, with too interesting a set of
challenges, not to go for it,” he says.
Hannigan came on as CEO in
December 1999, and was appointed
chairman at the spin-off in March.

Hannigan does not fit the stereo-
type of the flashy, power-wielding,
ego-busting CEO. Self-deprecating
and keenly intelligent, he down-
plays his personal talent for team
building and recognizing technolo-
gy-driven opportunity, preferring
to focus on the glories of Sabre-the-
organization. Every question about
Hannigan is sucked back into the
gravitational orbit of a Sabre-related
discussion, redirected as much to
intensify the focus on his company
as to deflect it from the CEO
personally.

The man who was once a six-year
submariner in the U.S. Navy seems
to have retained his sailor’s sense of
camaraderie and unity of mission,
even while leading the entire crew.
He is upbeat but realistic about the
challenges facing Sabre, clearly
stating the mission ahead.

As a result, the industry buzz on
Hannigan is good. “I don’t know
him well personally,” says Matt
Fassnacht, senior equity research
analyst for JP Morgan in New York
City, “but in my background checks
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I understand he did very well at SBC.
When I have met with him, I come
away with the feeling that he is very
competent, highly focused, and a big
believer in where they are going.”

Three, two, one

Since the March spin-off, Han-
nigan and his team have grabbed
every opportunity to make Sabre
“burn cleaner,” as he says, embrac-
ing new technologies, partnerships
and even revamping the organiza-
tional structure. In June, Hannigan
realigned the organization into
three strategic business units
designed to better serve Sabre’s
customers and markets: Travel
Marketing and Distribution, Out-
sourcing and Software Solutions,
and Emerging Businesses.

Fassnacht approves of the changes.
“They’re taking a look inward, assess-

itinerary and destination informa-
tion for travelers, co-branded with
travel agents.

One key new aspect of Sabre’s
offerings is its direct interface with
travelers. On the consumer side,
Travelocity.com, of which Sabre
owns 70 percent, hosts 18 million
members, claims a 38 percent
market share worldwide, and is 70
percent larger than its nearest
competitor, Expedia. For corporate
travelers, Sabre BTS enables book-
ing of flights, rental cars and hotel
rooms integrated with a company’s
travel policies and expense report-
ing systems.

The second group, the Out-
sourcing and Software Solutions
unit, includes information technol-
ogy outsourcing and such software
solutions as decision support,
consulting and application solution

‘““We want people to understand
that we’re deep, and when
we make a commitment to the

customer, we come through.”

ing their strengths, and aligning their
services to meet client needs. It’s a
very smart move,” he says.

The Travel Marketing and Distri-
bution group leverages Internet
technologies and the global distribu-
tion system, handling travel agency
solutions, Sabre Business Travel
Solutions (BTS), and Sabre Virtually
There, a personalized website with
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provider (ASP) services for
customers in global travel and
transportation industries.

“On the IT solutions side, we’re
number one, but we have a lot of
upside opportunity,’” Hannigan
says. “Airlines outsource their IT to
us more than any other company,
but 80 percent of the services are

still performed in-house. So that’s

a huge opportunity.”

The third group, the Emerging
Businesses unit, is charged with
identifying, investing in and incu-
bating high-potential emerging
businesses both within and outside
of the travel and transportation
industries. Included in this offering
are web hosting services and the
recently announced alliance with
Ariba Technologies to produce
Sabre e-Marketplace, the first Inter-
net-enabled B2B market for the
travel and transportation industry.
Sabre e-Marketplace will help
industry participants drive stream-
lined buying and selling as well as
economies of scale through Sabre-
negotiated contracts.

Sabre chose Ariba, Hannigan
explains, knowing Ariba’s reputation
for innovation in eCommerce tech-
nology. The decision was supported
by a rapid meeting of the minds
among the principals. “We needed to
know: can our guys work together?”
Hannigan says. “Do we have cultures
that allow us to burn clean, move
fast and get the job done? That was
proven out very quickly.”

Within three days, an agreement
was struck and both CEOs were
announcing the partnership from a
CNBC studio. “Ariba’s openness to
working together with strategic part-
ners was very refreshing,” explains
Tom Woods, vice president of Sabre
e-Marketplace. “They want to know
how they can create something that
will benefit both partners, not just
something that helps their goals.”

Launching Sabre e-Marketplace
Sabre used Ariba’s B2B eCom-

merce platform to power the new
Sabre e-Marketplace. By deliver-
ing a procurement portal to its part-
ners — including more than 45,000
connected travel agencies, railroads,
10 cruise lines, 50 rental car compa-
nies, and 45,000 hotel properties —
Sabre hopes to help buyers realize
savings of 10 to 15 percent through
global economies of scale and
streamlined buying and selling
practices.

“Sabre e-Marketplace is a great
opportunity to take Ariba technology
and Sabre’s market dominance and
create a fantastic offering for not
only travel agencies but also airlines
worldwide,” says Devin Anthony
Malone, account manager for Ariba.
“There is Sabre product in almost

every airline. The touch, the reach
they have is tremendous.”

Using Ariba technology, Malone
continues, can help airlines generate
huge savings. “Airlines have a high
percentage of non-contract spend-
ing for non-fuel and non-catering
procurement. Using Sabre e-Mar-
ketplace, these companies can buy
products whose prices have been
pre-negotiated on volume purchases
by Sabre. The savings potential is
significant,” he says.

“With Sabre e-Marketplace, we
are leveraging Sabre’s domain
presence, industry knowledge and
reputation and making purchase
contracts with suppliers that can be
offered to our customer base,” agrees
Woods. “By leveraging the Ariba plat-

form for workflow and automated
ordering, our customers can take
advantage of the Sabre-negotiated
prices and save on both prices and
process.”

Teaming with Ariba enables Sabre
to add e-procurement services to its
expansive breadth of outsourced
decision support offerings, which will
help customers achieve the benefits
of e-procurement, he explains. In
addition, Sabre views the Ariba
technology as the framework for
providing customers with portal-
based access to a broad range of
eCommerce services and solutions.

Hannigan believes the organiza-
tional changes and new technology
such as Sabre e-Marketplace will help
his company move more directly into
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the eBusiness orbit. “The bottom line
is that we wanted to create a structure
around our strategy that allows us
to be faster in the marketplace,”
Hannigan says. “Sabre has been very
successful, but we know we can’t rest
on ideas that worked before. To para-
phrase Einstein, the thinking that got
you where you are today has created
problems that the same thinking
won’t solve.”

Initiatives such as the Ariba
partnership will help Sabre’s core
customer sets — travel and trans-
portation professionals — find a new
niche in the New Economy. With
travel agents feeling squeezed by
consumer access to Internet-based
travel services and transportation
companies at the mercy of industries

trying to reduce the role of so-called
“middlemen,” Sabre sees an oppor-
tunity to help both customer sets by
delivering valuable tools.

For example, Sabre’s Virtually
There, the personalized web site that
offers itinerary and destination
information to travelers, is branded
with both the travel agent’s name
and the Sabre logo. In a survey of
Virtually There users, Sabre found
that 75 percent were left with a
favorable impression of their travel
agent. “Think about how powerful
that is to a travel agent who is scram-
bling to continue to create value,”
says Hannigan.

Mission critical
Today, Sabre’s most critical mis-

sion is attracting recognition from
Wall Street. “We have three distinct
markets with three sets of customers.
That gives headaches to analysts
looking for a pure play,” Hannigan
says. “At the same time, it’s hard for
us to apologize for being number
one in three key areas and having a
lot of upside there.”

Sabre stocks are undervalued by
the market largely because investors
don’t always understand Sabre’s
strengths and strategies, says JP
Morgan’s Fassnacht. “Sabre has
some of the best travel and trans-
portation technology out there. For
years they’ve been plowing invest-
ments into developing techno-
logies. I think that part of the story is
not completely understood by the
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market,” he says.

Fassnacht adds, however, that
under Hannigan, Sabre is getting
better at communicating the details
of its plans. To enhance the compa-
ny’s market perception, he says,
“Sabre should better articulate
details of its new IT services and
strategy. What do they have and
why would companies need their
services?”

In addition, Fassnacht continues,
Sabre would do well to alleviate
investor fears about airlines slashing
distribution costs by explaining how
the industry may emerge and how
Sabre can play a role in it. “Investors
are scared about the future sustain-
ability of the business in general,
fears which I think are overblown.

record for an S&P 500 company,” he
says. “But last year we grew at just
over five percent with earnings
growth around 11 percent. That is
not satisfactory. As an organization,
all of our work now is wrapped
around growing this company in
double digits again.”

Employees are clearly on board
with Hannigan’s changes. “It’s a
challenge for mature companies to
continually reinvent themselves
and remain nimble in a greatly
changing business environment. I
think we’re attacking it in the right
way, says Woods.

Moon shot
To facilitate Sabre’s growth,
Hannigan continues to reach for

‘“We attract innovators and we

keep them. Our competitors

would kill for the intellectual

capital we have in this company.”

But Sabre needs to do a better job of
explaining how the industry might
evolve and benefit” under the
company’s leadership, he says.
Hannigan also realizes that the
company must grow faster to
attract the market’s interest.
“Traditionally we grew at a double-
digit rate from the top-line revenue
perspective and our earnings have
risen more than 15 percent year-
over-year. That’s not a bad track
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new efficiencies while supporting
customers with reliable service. “I
continue to find roadblocks and
barriers to speed that we now
need to blow up. Our technology
team can move faster, if only we
can remove the bureaucracy,” he
explains.

So far, Sabre employees have
welcomed the changes. “Bill has
made it very clear that Sabre needs
to be a more nimble company that

reacts quickly to marketplace
opportunities,” says Woods. “We
need to allow employees to make
decisions and not be held up by
bureaucracy. Our reorganization
into strategic business units is
indicative of that shift, as is the
speed with which we completed the
Ariba deal. That would have been
impossible prior to Bill.”

Sensing that the conversation
has shifted too far toward his
personal contributions, Hannigan
quickly restates the importance of
the Sabre team to the corporation’s
success. “We have 11,000 people
in 45 countries. Of that, 6,500 are
technologists, extremely bright
people who are very committed to
their customer sets. We have the
right people to pull this
off,” he says. “And by sup-
porting our team with the
right corporate strategy, I
like our chances.”

He is especially proud of
the creativity and technical
prowess displayed by the
Sabre team, innovations he
expects will carry the com-
pany into future success. At
Sabre’s annual inventors
lunch last spring, nine Sabre em-
ployees were recognized with patents
for their creations. “We attract
innovators and we keep them. Our
competitors would kill for the
intellectual capital we have in this
company,” Hannigan says proudly.

Lifting off

Asked to envision how he may be
viewed after five years on the job,
the new CEO deflects the question

and focuses instead on Sabre’s future.
“I want Sabre to be perceived as a
great place to work, a place where
employees are constantly learning,
where we’re burning clean — where
we have zero tolerance for internal
politics, we take issues head on, and
at the same time, we treat each other
with respect and hold each other
accountable,” Hannigan says.

After years serving as the arm of a
massive corporation, employees rec-
ognize that Sabre is evolving as an
independent corporate culture. “As
the VP of the Sabre e-Marketplace,
I’'d have to say that 'm part of the
demonstrated nimbleness that Sabre
is shooting for,” says Woods. “T've
had no barriers inhibiting my con-
tribution to Sabre’s success. Being

part of that makes it a very fun place
to come to work!”

The CEO also wants competitors
to fear Sabre, recognizing that the
company is superior in terms of
technology, customer relationship
management, and staff resources.
“We want people to understand that
were deep, and when we make a
commitment to the customer, we
come through,” he adds.

In time, even the market will
come to understand and value
Sabre’s new direction, raising the
company’s stock prices and reward-
ing shareholders, Hannigan says
with quiet confidence. “It won’t be
long before the street sees that we’ve
had many consecutive quarters of
performing to expectations, invested

in the business, continued to pursue
the right merger and acquisition
choices, and aligned with the best
partners, such as Ariba. At that
point, we can rightfully claim being
one of the most admired corpora-
tions from all of those key measures
of success,” he says.

Hannigan knows it’s an ambi-
tious mission, but with the right
technology and talent behind him,
he and Sabre are plainly ready for
lift-off. A

Cheryl D. Krivda is a freelance techni-
cal journalist specializing in IT topics.
She has contributed to a variety
of publications, including Fortune,
Managing Automation, and ENT.
Contact her at ckrivda@cmkcom.com.
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