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Commonwealth of Australia 

AUST. COMPETITION & 
CONSUMER COMMISSION 

SYDNEY 

2 J A~H 2012; 

Competition and Consumer Act 2010- subsection 93 (1) 

NOTIFICATION OF EXCLUSIVE DEALING 

To the Australian Competition and Consumer Commission: 

Notice is hereby given, in accordance with subsection 93(1) of the Competition and Consumer Act 
2010, of particulars of conduct or of proposed conduct of a kind referred to subsections 47 (2), (3), 
(4), (5), (6), (7), (8) or (9) of that Act in which the person giving notice engages or proposes to 
engage. 

I. Applicant 

a. Name of person giving notice: 

Harvey World Travel Franchises Pty Ltd (HWTF) 
(ACN 059 507 587) 

Level 3 
77 Berry Street 
North Sydney NSW 2060 

b. Short description of business carried on by that person: 

Franchising of retail travel agencies. 

c. Address in Australia for service of documents on that person: 

c/o Mr Sar Katdare 
Partner 
Johnson Winter & Slattery 

Level 25, 20 Bond Street 
Sydney NSW 2000 

Telephone: (02) 8274 9554 
Email: sar.katdare@jws.com.au 

2. Notified arrangement 

a. Description of the goods or services in relation to the supply or acquisition of 
which this notice relates: 

(i) Franchise services supplied by HWTF (HWTF Services) to its franchisees 
(Franchisees); 

(ii) Information technology and telecommunication services (IT Services) 
including hosted voice services, internet connection services, electronic 
hardware systems and technical support supplied by Ethan Group Pty Ltd 
ACN 099 503 456 (Ethan). 
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b. Description of the conduct or proposed conduct: 

HWTF operates the Phoenix loyalty program (Phoenix Program) under which 
Franchisees can cam loyalty points that can be redeemed for cash payments. The 
provision ofloyalty points to Franchisees forms part of the HWTF Services. 

It is proposed that, where a Franchisee chooses not to acquire IT services from 
Ethan, their annual Phoenix Program loyalty points will be reduced by 20%. As 
such, the proposed conduct that is the subject of this notification is: 

(i) HWTF giving or allowing, or offering to give or allow, a discount, 
allowance, rebate or credit in relation to the supply of Phoenix Program 
loyalty points to Franchisees, on the condition that the Franchisee acquires 
IT Services from Ethan. 

(ii) HWTF not giving or allowing a discount, allowance, rebate or credit in 
relation to the supply of Phoenix Program loyalty points to Franchisees, 
for the reason that the Franchisee has not acquired, or has not agreed to 
acquire IT Services from Ethan. 

3. Persons, or classes of persons, affected or likely to be affected by the notified conduct 

a. Class or classes of persons to which the conduct relates: 

Current and future Franchisees. 

b. Number ofthose persons: 

(i) At present time: 270 Franchisees 

(ii) Estimated within the next year: approximately 270 Franchisees 

c. Where number of persons stated in item 3(b)(i) is less than 50, their names 
and addresses: 

Not applicable. 

4. Public benefit claims 

a. Arguments in support of notification: 

The notified conduct will have the following public benefits: 

Lower costs to consumers 

Retail travel agencies, and particularly those of the Franchisees, require highly effective 
and dependable IT Services in order to operate their businesses efficiently. Given the 
nature of travel agencies' work, the IT Services acquired must be of high quality, reliable 
and offer readily available and competent technical support. Retail agencies must therefore 
invest considerable resources seeking out an appropriate provider and negotiating a 
suitable service agreement, often despite business owners and employees lacking the 
necessary knowledge and skills to do so. 
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Further, once identified, the engagement of a quality IT Service provider can be markedly 
expensive, adding significantly to the costs of running the agency's business. Naturally, a 
large part, if not all, of those costs must be passed on to consumers. 

Ethan was selected to provide the IT Services to which this notice relates following receipt 
of a number of tenders from IT Service providers. HWTF considers that Ethan's expertise 
and experience, along with its arrangements with technology and telecommunications 
companies offering complementary services and products, placed it in the best position to 
provide Franchisees with the necessary quality of IT Services. Ethan is also able to provide 
superior technology and services at rates preferable to those of the other tendering 
providers. 

Accordingly, by agreeing with HWTF to acquire IT Services from Ethan, Franchisees will 
make the following savings and benefits: 

(a) The avoided costs of identifying and engaging a suitable IT Service provider; 

(b) Reduced cost of!T Services; and 

(c) The ability to earn increased loyalty points and cash payments under the Phoenix 
Program. 

Collectively, these savings and benefits will contribute to a notable reduction in the costs 
to the Franchisees' businesses, which, given the highly competitive nature of the retail 
travel agency industry, will in tum be likely to result in lower charges to consumers. 

Increased competition between retail travel agents and services they provide 

It follows from the above that the costs savings to Franchisees will more readily permit and 
provide incentives for them to engage in more vigorous competition with both inter-brand 
and intra-brand rivals. 

In addition to competition on price, the costs savings will enable Franchisees to invest in 
new and more innovative competitive strategies to the benefit of consumers. These may 
include improved efficiencies and other initiatives to provide higher quality, more timely 
and added value services. 

Increased competition in the provi;ion o(JT Services 

The notified conduct will itself create incentives for other providers of IT Services to offer 
improved services at more attractive prices in an effort to win back business from 
Franchisees. That incentive will also arise to prevent lost sales in other franchise 
businesses, should arrangements similar to the notified conduct be taken up by HWTF' s 
competitors or in other industries. 

Because Franchisees are not required to acquire Ethan services, the lower prices on offer 
from Ethan, in conjunction with the other savings, will improve the bargaining power of 
Franchisees when seeking IT Services from competitors of Ethan. 
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Better and more reliable services to consumers 

In addition to the economic/competitive benefits, providing Franchisees with an incentive 
to acquire their IT Services from Ethan will add a major public benefit by significantly 
reducing the risk to consumers of encountering complications and inconveniences with 
respect to their travels. An IT Service offering superior reliability minimises the prospects 
of bookings being "lost", travel arrangements being inadequately arranged and the 
forfeited deposits and additional costs that these events can cause. 

b. Facts and Evidence relied upon in support of these claims 

The relevant facts and evidence are relied upon in support of these claims are incorporated 
into the above arguments. 

At this stage, documentary evidence is not readily available and is unlikely to add 
materially to the assessment of this notification. 

5. Market definition 

For the purposes of this notification, the relevant markets or market segments that may be 
affected by the proposed conduct include: 

a. The market for the supply of retail travel franchises. 

There are a number of significant suppliers of retail travel franchises in Australia including 
Escape Travel, Jetset Travel world and Flight Centre. 

Each of these franchisors offers services that are actually or potentially substitutable with 
one another. 

b. The market for the supply of retail travel services to consumers. 

There are a number of significant franchised suppliers of retail travel services in Australia 
including Escape Travel, Jetset Travelworld, Flight Centre and travel agents operated by 
major airlines. There are also a significant number of online travel services available to 
consumers through businesses such as Webjet, Best Flights, Direct Flights and Cheap 
Flights as well as direct providers of travel services (such as hotels). A number of 
independent travel agents (often operating in discrete segments) also operate. 

Each of these retail agencies offers services that are actually or potentially substitutable 
with one another. 

c. The market for the supply of IT Services and related products and services to 
retailers. 

There are a number of significant information technology and telecommunications service 
and hardware suppliers. A number of more specialised and "boutique" providers are also in 
operation. While suppliers such as Telstra and Optus offer comprehensive services, smaller 
operators with more limited offerings have established "partnership" arrangements with 
providers of complementary services in order to offer complete and tailored solutions to 
customers. 
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Subject to tbe availability of"partners" offering complementary goods and services, each 
of these businesses offers goods and services that are actually or potentially substitutable 
with one another. 

6. Public detriments 

a. Detriments to the public resulting or likely to result from the notification, in 
particular the likely effect of the notified conduct on the prices of the goods or 
services described at 2 (a) above and the prices of goods or services in other 
affected markets: 

The notified conduct will not lessen competition in any relevant market and is unlikely to 
result in any public detriment. 

There is no compulsion on Franchisees to acquire services from Ethan or, should tbey so 
choose, any other preferred HWTF supplier. Where a Franchisee chooses not to acquire IT 
Services from Ethan, their annual Phoenix Program loyalty points will merely be reduced 
by20%. 

For the reasons outlined above, the notified conduct will result in efficiencies, cost savings 
and benefits that will be passed on to consumers. 

b. Facts and evidence relevant to these detriments: 

Nil. 

7. Further information 

N arne, postal address and contact telephone details of the person authorised to 
provide additional information in relation to this notification: 

Mr Sar Katdare 
Partner 
Johnson Winter & Slattery 

Level 25, 20 Bond Street 
Sydney NSW 2000 

Telephone: (02) 8274 9554 
Email address: sar.katdare@jws.com.au 
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Dated: 22 APf/.JL- 2.012-

Signed on behalf of the applicant 

............................................................................. (Signature) 

Sar Katdare 

Johnson Winter & Slattery 
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