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ABSTRACT 

Travel agents, traditionally the sector ofi the travel and tourism industry that has held a 

strong position ofi power by providing an important link in the distribution channel 

between principals and consumers, are now finding their business under threat. Rapid 

changes in consumer demand, information technology and business systems are 

impacting on travel agency viability around the world. 

Increasing distribution costs have seen travel principals aimmg to reach their 

customers with distribution that is much more direct than in the past, cutting the travel 

agent out o:fi the system, or at the very least, reducing agency commissions. Strategic 

alliances have also given suppliers - particularly airlines - marketing synergies, and 

again reduced their need to rely on agents to distribute their product. Further 

synergies have come from the use ofi diagonal integration, a process whereby firms 

use information technologies to logically combine services for best productivity and 

most profitability; for example, Internet booking plus electronic ticketing. 

In addition the motivations and consumer behaviour ofi travellers are changing. The 

"new tourists" want experiences, not just a vacation, are more likely to know what 

they want, to do their own pre-purchase research, and to have a stronger preference 

for tailor-made arrangements. This market is independent, and more likely to rely on 



the Internet as a source ofi tourism information than to rely on the services ofi a travel 

agent to plan their trip. 

This thesis analyses the changes in the travel and tourism distribution system that 

point towards the apparent disintermediation ofi travel agents, and makes 

recommendations for new marketing strategies for travel agents, so that they may 

retain their viability into the twenty-first century. 
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1. INTRODUCTION 

1.1 Introduction 

A seminar held at the Asia Travel Market in Singapore in October 1996 had a 

most provocative title: "Travel agents may not be indispensable in the year 

2000" (McMahon, 1996, p. 4). For many in the audience, it was the first time 

that their attention had been drawn to how the means of distributing tourism 

products were beginning to change. Traditionally, the service that a travel agent 

offered was to take the vast amount of information regarding possible travel 

options, filter it down to a manageable size for the client to consider, provide 

expert advice and then liaise with the various operators to create and book an 

itinerary. By choosing to distribute products through intermediaries such as 

travel agencies, principals gained the benefits of wider geographic distribution, 

representation and promotion in return for payment of a sales commission 

(Harris and Howard, 1994, pp. 17-19). However, iincreasing distribution costs 

have seen principals - airlines and hotels in particular - finding alternative ways 

to distribute their product than via the traditional channels, particularly by direct 

booking over the telephone or the Internet. The Australian Federation of Travel 

Agents has identified potential disintermediation and the loss of income from 

traditional sources as the biggest problems currently facing travel agents 

(Marshman, 1999c). 
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1.2 Statement of the problem 

During the late 1990's the Australian Federation of Travel Agents (AFTA) 

became concerned that their members seemed to be under threat, "caught in a 

spiral between declining revenues and increasing costs" (Lenthen, 1998, p. 2T). 

Commission earnings were on average approximately 9.4% of turnover, but 

average travel agency profit before tax was only 2% (Australian Bureau of 

Statistics, 1998, p. 6). Almost 20% of Australian travel agencies did not trade 

profitably in the financial year 1998/9 (Petty, 2000). The way that travel agents 

had traditionally done their business relied on a remuneration system that was 

appropriate in the past, when yields were much higher, but more recently 

suppliers, and airlines in particular, have identified distribution as an area of 

high cost (Travetrade, 1998a, p. 8). Since 1995, when Delta Airlines decided to 

cap agents' commissions at US$50.00 for U.S. domestic flights, major airlines 

have pushed hard for commission reductions (Bailey, 2000, p. 1). Many new 

start-up airlines such as easy Jet have cut the travel agent out of the distribution 

channel entirely, by only accepting direct reservations. The major airlines are 

also at the forefront of the move towards large alliance groups, which give cost 

benefits to members, but more importantly they provide economies of scope in 

marketing and distribution in particular (Marshman, 1997c, p. 7). The growth 

ofloyalty schemes, particularly frequent flier programs that offer reward flights, 

have also impacted on agency profitability. High yields had encouraged a 

culture of discounting, and now that commissions are falling, many agents have 

become trapped in a price-driven market of their own creation. Evidence from 

North America shows that travel agencies there are also experiencing similar 
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problems; with for example air ticket sales figures from the U.S. Airlines 

Reporting Corporation showing a steady decline throughout the 1990's (Bailey, 

2000, pi). Agencies in Europe, Africa and Asia-Pacific all similarly report 

higher costs and reduced incomes. 

In a presentation to the International Hotel and Restaurant Association 

Congress, Cetron (1998, pp 1-4) forecast that technology would continue to 

dominate the global economy and society, directly affecting the way people live 

and work. Information technology (IT) is thought likely to have its greatest 

impact in the core information-intensive functions ofi distribution and sales, 

where travel agents are located (Poon, 1993). Whereas Computer Reservation 

Systems (CRS) have become the ubiquitous travel distribution tool ofi the last 

two decades, the most important technological innovation during the late 1990's 

has been the wider use ofi the Internet. The marketing use ofi the Internet, and 

the World Wide Web in particular, has major implications for the future ofi 

information dissemination in the travel and tourism industry. Electronic 

ticketing (e-ticket) means that airlines no longer rely on travel agents to ticket 

many direct reservations. Not only are direct sales by principals eroding agency 

income, but traditional "bricks and mortar" travel agencies now also have to 

compete against new on-line travel agencies, on-line auction houses (such as 

eBay and Priceline), travel portals like Travelocity and Expedia, and on-line 

travel clubs. In the near future, they will experience competition from shopbots, 

which are intelligent agent programs that browse the Web to find products to 

meet consumers' exact needs (Bayers, 2000). In effect, they can do the job ofi 
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collecting and filtering information that has until now been the job ofi the travel 

agent. 

Whereas forecasters once imagined that computers would make it possible to 

cut the working week and give us more leisure, it would appear instead that time 

is becoming the world's most precious commodity (Cetron, 1998, p. 8; 

Richards, 2000). Hours ofi work are increasing, and leisure time decreasing, in 

many countries (Richards, 2000, pi 27), and time-pressed two-income couples 

are increasingly likely to take regular, short breaks throughout the year, rather 

than one long holiday ofi several weeks duration (Cetron, 1998, p. 10). A new 

breed ofi traveller has been identified (Poon, 1993; O'Sullivan and Spangler, 

1998; Pine and Gilmore, 1999). These "New Tourists" consider their holidays 

to be an extension ofi life, an "experience": they are more likely to know what 

they want, to do their own pre-purchase research, and to have a stronger 

preference for tailor-made arrangements (WTO, 1995, p. 28). Put simply, they 

like to be in control ofi their purchase decisions. Such a customer is therefore 

less likely to be swayed by travel agents towards those "preferred products" 

from which the agent earns a higher level ofi commission, or to those packaged 

products which are cost-efficient because they are quick and easy to sell. The 

"New Tourists" may perceive that the traditional travel agent does not meet 

their needs, and is therefore more likely to look for risk reduction information 

by more independent methods, including the Internet. On the other hand, long 

distance international travel for both business and pleasure is no longer unusual, 

nor is it the preserve ofi the rich and famous (Cetron, 1998, p. 9). Demographic 
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changes in most Western countries, such as an ageing population, decreasing 

household size, and increasing disposable income mean also that more people 

are travelling (WTO, 1995, pp. 24-25). However, the motivations and 

consumer needs and wants of this new generation of travellers are quite 

different to those in the past, and travel agents must be prepared to change to 

meet their needs. 

It is not only the viability of individual agencies, but also the collective strength 

of the travel agency sector that is being called into question. It has been 

claimed that "the once all-powerful American Society of Travel agents no 

longer has any commercial teeth and the same can be said for AFTA and its 

more influential counterparts in other countries" (Ozemail posts travel-site 

deals, 1998). Structural change within the industry, constant improvements in 

technology, changing demand patterns, potential customers who are less likely 

to use an agent, reduced commissions - does this mean that travellers will be 

saying "Bon Voyage" to the travel agent? 

1.3 A Transformation in the Rules ofthe Game 

The changing distribution scenario implies a radical transformation of business 

opportunities available to the various players in the tourism industry, and that it 

is likely that travel agents will be among those tourism organisations most 

affected (Poon, 1993, p. 19). New functions and demands will emerge, and 
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other activities will become less important. Thus the position of each player in 

the value chain will have to be rethought; as the rules of the game change, the 

pressures of cooperation and competition are likely to be more intense. 

Concentration of power ( especially in the areas of strategic alliances, 

information partnerships, and the dissemination of information to the travelling 

public) is likely to become a major issue over the next few years. This study 

will look at the impacts of these and other changes in tourism distribution from 

the perspective of the travel agent. 
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2. RESEARCH AIMS AND METHODOLOGY 

2.1 Introduction 

There has been much discussion of the implications of the current major 

changes within tourism distribution, in the trade press and within the travel 

industry, yet there has been little analysis at the academic level. The aim of the 

research was to investigate the changing situation from the point of view of the 

retail travel agent, and to ascertain whether such intermediaries are likely to 

retain a viable position in the tourism distribution channel. The study 

concentrates on the following specific topics: 

1. Tourism distribution is different 

Marketing for services is quite different to the marketing of goods. The 

intangibility, inseparability, heterogeneity, and perishability of the service 

product means that distribution is concerned with providing the potential 

purchaser with access to information, and the ability to make and confirm 

reservations, rather than physical logistics. Chapter 3 is an introductory section 

that explains the particular circumstances of distribution for travel and tourism 

organisations. 

2. How is tourism demand changingl 

As travel and tourism products are at the more intangible end of the service 

spectrum, it is likely that consumers have a greater perceived risk of making 
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tourism purchases. If this is indeed the case, it follows that prospective tourists 

would have a greater need to search for credible information before making a 

purchase decision. Traditionally, the travel agent has fulfilled the role of 

sourcing and filtering such information regarding tourism services, a position 

that appears to be under challenge. From a supply-side viewpoint, an 

understanding ofi the tourist's information and evaluation needs is fundamental 

to planning distribution channels, and the travel agent's role within those 

channels. For these reasons, an extensive background discussion of distribution 

and consumer behaviour in the travel and tourism industry will be undertaken, 

to provide a perspective for the primary research that follows. Chapter 4 deals 

with the consumer behaviour theory behind travel and tourism purchases, whilst 

recent demographic, psychographic and behavioural changes identifi.ed amongst 

consumers are considered in Chapter 5. 

3. Disintermediation 

Disintermediation is where layers in a distribution channel are removed, 

allowing consumers direct access to the supplier. In tourism, this could mean 

travel agencies being circumvented by deliberate strategies of principals, or as a 

result of other changes in society, such as wider acceptance ofi the Internet. 

Chapter 6 focuses specifically on disintermediation by principals, and covers 

topics such as commission cuts and caps, strategies that encourage consumers to 

book directly with the supplier, the impacts of loyalty schemes and strategic 

alliances, and the growth ofi a new breed of on-line travel agencies. Chapter 10 

analyses the results of a postal survey in which Australian agencies were asked 

whether they felt that they were indeed being disintermediated. 
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4. Should travel agents fear electronic commerce or learn to embrace it? 

There is much media hype that suggests that the Internet and electronic 

commerce will lead to the total disintermediation of intermediaries. On the 

other hand, there seems to have been little thought given to the opportunities 

that e-commerce can provide for travel agencies to compete in the new business 

environment. The survey asked Australian agents how much use they made of 

the Internet in their offices, and the impact it has had on their business. The 

results of these questions are discussed in Chapter 10. 

5. Recommendations to travel agencies 

Chapter 12 makes recommendations to travel agencies for how to survive in this 

so-called "New Economy". An important part of accepting the new business 

paradigm is understanding that the type of business that the agent had 

previously relied on may need to change. Intermediaries such as travel agencies 

are well-positioned; to take advantage of specialised niches and to adopt a 

strong customer focus, which in tum can give rise to re-intermediation. Several 

case studies are presented that illustrate in practice the theory of 

reintermediation gleaned from the literature review. The cases show how a 

number of travel and tourism businesses have designed their products to meet 

the needs of today's travel consumers, whilst also embracing modem 

information technology, thereby gaining a competitive advantage in their 

markets. The final chapter contains concluding thoughts, and emphasises that 

the death knell of the travel agency has not yet been sounded. 



2.2 Literature Review 

An extensive literature review was conducted in the marketing, general 

business, e-commerce, and travel and tourism fields in order to identify trends, 

and to provide a theoretical background to the discussion. Sources used 

included a broad range of academic journals, electronic commerce and 

information technology trade journals. Given the lead time required for the 

publishing of such material, and as the industry and technological situations 

changed continually during the period of research, it was also necessary to rely 

on other sources, including Internet sources such as electronic journals, so

called "e-zines", newsletters, e-mail lists, newsgroups and web-sites. Daily 

newspapers and tourism industry trade papers were another rich source of 

current information. In addition, the author attended several conferences in 

order to obtain the most current research on the topic. Given the large number 

of sources used, a separate literature review chapter seemed inappropriate, and 

these sources instead are discussed extensively in chapters two to nine, under 

appropriate headings. It is acknowledged that this is an unusual approach for a 

thesis. 

2.3 Primary Research 

In an effort to provide a balanced view of this research topic, both qualitative 

and quantitative research was undertaken. Whereas quantitative research takes 
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apart a phenomenon to examine component parts which then become variables 

of the study, qualitative research can describe and examine the meaning of how 

all the parts work together to form a whole, using observations and intuitive 

understanding gained in the field (Winegardner, n.d., p. 2; Easterby-Smith, 

Thorpe and Lowe, 1991, p. 71). Meaning is mediated through the investigator's 

own perceptions, in this case assisted by almost twenty years experience in the 

travel and tourism industry. Typically, the end product of qualitative research is 

narrative and descriptive (Winegardner, n.d. p, 2). 

Qualitative research methods are particularly suited to the qualitative nature of 

the tourism experience (Kelly, 1980 cited in Veal, 1992, p. 94), and 

interviewing is often claimed to be "the best" method (Easterby-Smith et al., 

1991, p. 72) despite its complexity. In this case it was thought that developing a 

small number of case studies of travel and tourism organisations actively 

involved in changes to distribution channels would give more meaningful and 

practical results that could be used as exemplars for the industry. 

The intention of the postal survey was to attempt to quantify the perceptions of 

distribution system changes, as seen through the eyes of Australian travel agents 

themselves. This was done in order to provide a "snap shot" of the current 

situation, upon which recommendations could then be based. Using 

information gleaned from the literature review, a number of hypotheses were 

constructed and a questionnaire designed. Both the qualitative and quantitative 

research methods are explained below. 
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2.3.1 The Case Studies (Qualitative) 

The advantages of the Case Study Method include its applicability to the 

detailed contextual examination of real-life situations, and its ability to form the 

basis for the application of recommendations (The Case Study as a Research 

Method, 1997; Winegardner, n.d., p. 8). The qualitative design chosen here was 

an interpretive case study, which typically involves interviewing, observing and 

analysing documents, although Merriam (1998, cited in Winegardner, n.d., p. 7) 

notes that rarely are all three strategies used equally. One or two predominate 

with the others providing supporting information. 

In-depth, unstructured interviews with selected members of the Australian travel 

industry were undertaken, supported by analysis of transcripts of presentations 

given by these people, and of company documents such as brochures, press 

releases and web-sites. Although it has been suggested that interpretive and 

positivist thinking present a dichotomy of approaches to research (eg. Veal, 

1992, p. 22), a positivist approach to interviewing, with flexibility of 

questioning can allow the views of the interviewee to come through (Easterby

Smith et.al.1991, p. 72). 

It is also possible to use the interpretive case study method with a positivist

style analysis. Here, reflective analysis was used, which describes data based 

on the researcher's intuition and ~udgement, and is ideal for t'hick description 

(Winegardner, n.d., p. 8). Whilst it is acknowledged that reflective analysis is 

generally considered the most subjective of the analytical methods, it is well-
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suited for this type of use. Indeed, the positivist school of qualitative research 

rejects objectivity as a validity criterion, instead focussing on interpretive 

validity as determined by aspects such as the extent to which a case study is 

enlightening, and the use of exceptions to highlight basic findings. Similarly, 

reliability is considered less a function of replicability and more an 

acknowledgment of the researcher's central role, relationship, and biases in the 

research (Winegardner, n.d., pp. 8-9). Merriam (1998, cited in Winegardner, 

n.d., p. 9) comments that: 

"Rigor in qualitative research derives from the researcher's 
presence, the nature of the interaction between researcher 
and participants, the triangulation of data, the interpretation 
of perceptions, and rich, thick description." 

The style of case study reporting chosen was also the reflective method, which 

uses literary devices to bring the cases alive, for example they may be woven 

into a story (Gall et.al., 1966 cited in Winegardner, n.d., p. 9). Here, the case 

studies are intended to highlight various successful responses to the changes in 

the tourism distribution system that have been identified, and use the actual 

words of the interviewees where possible to enhance the richness of the 

information. 

2.3.2 Postal survey o{Australian travel agencies (Quantitative) 

Quantitative studies are those to which numerical outcomes can be attached. 

They are most often based on the responses to structured questionnaires. The 

drawback of such research is that the way the questions are phrased may bias 



14 

the answers given (Middleton, 1988, pp. 110-111). On the other hand, the 

responses may be analysed statistically to ascertain their validity, and can be 

used in conjunction with the more subjective qualitative data to provide a 

balanced picture. Quantitative research is generally used to attempt to prove 

one or more hypotheses that the researcher has established from their secondary 

research (Easterby-Smith et al., 1991; Veal, 1992). 

As at December 1999, there were 4,940 licensed travel agency locations in 

Australia (Traveltrade, 2000, p. 10). Using the random number generating 

function ofi the spreadsheet program Microsoft Excel, a sample ofi five hundred 

businesses from all Australian states and territories was chosen from the listing 

"Travel Agents" on a CD-ROM database o:fi Australian businesses (Desk Top 

Marketing Systems, 2000). A questionnaire was posted to these travel agencies 

in order to obtain a snapshot ofi the agents' own views on their changing place in 

the tourism distribution channel (See Appendix 1). One hundred and fifteen 

completed surveys were returned (23 .5% ), and the responses were analysed. 

(See Hypotheses below, and also Chapter 10 for further detail). Content 

analysis was used with the open-ended questions, particularly Questions 24 and 

25. Binomial z-tests and chi-square tests were used where appropriate; in other 

cases simple percentages were adequate. 

From data uncovered in the literature review, the following hypotheses were 

postulated for examination by the survey: 
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Hypothesis 1: 

Australian travel agencies are being disintermediated by principals' 

encouragement of direct booking. 

Disintermediation is one of the most discussed topics in the industry at present, 

as detailed in Chapter 6 of the thesis. The survey aimed to prove whether 

disintermediation was indeed perceived by travel agents as occurring in the 

Australian market. Questions 11 and 18 of the questionnaire specifically related 

to this hypothesis. Questions 24 and 25 gave the respondent the chance to make 

further comments in their own words regarding the changing tourism 

distribution system, and numerous responses covered the area of 

disintermediation. 

Hypothesis 2: 

Australian travel agencies are changing from a reliance on commission as 

income, to charging service fees. 

The charging of service fees as an alternative to the traditional method of 

commission-based remuneration has often been suggested as suitable strategy 

for travel agencies to follow. Questions 5 to 8 of the survey asked agents 

whether they had introduced fees for service, and if so, the impact of those fees 

on their business. Question 7 gave the respondents the opportunity to explain in 

their own words why they charged service fees. The reason for choosing the 

open-ended question is that the researcher did not want to bias the respondents' 
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answers by providing a pre-meditated list. Again, there were some responses 

from Questions 24 and 25 that were relevant to this hypothesis. 

Hypothesis 3: 

The Australian travel market has accepted the charging ofi service fees by 

travel agents. 

Whilst service fees have often been a recommended strategy, there appears to be 

only anecdotal evidence ofi whether such fees are acceptable to the travel 

consumer or not. Question 8 specifically asked ifi service fees had had any 

impact on the agency's sales, the inference being that ifi fees had been imposed 

and that sales had not declined, that the market had accepted the concept ofi fee 

for service. 

Hypothesis 4: 

Australian travel agencies are introducing value-added products as a 

response to disintermediation. 

In Question 20, agents were asked for their response to loss ofi business to 

principals' web-sites. It was assumed that traditional answers to this question 

would relate to offering discounts and/or advertising and promoting the business 

more. One ofi the major reasons behind asking this question was to see ifi 

agencies are looking for ways to add value to their services; a second reason 

was whether agencies are looking for different market segments to target. Both 
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of these options were presented in the question, as was the opportunity to 

answer in their own words. Some respondents also used Questions 24 and 25 to 

elaborate on these points. 

Hypothesis 5: 

Australian travel agents have embraced electronic commerce. 

Two types oil questions were asked that relate to this hypothesis. Questions 9, 

13, 16 and 21 specifically asked the agents whether they used modem 

information technology and the Internet in their offices. These responses were 

analysed statistically to check their validity. Questions 22 and 23 were 

qualitative questions that allowed multiple responses, and were about how the 

Internet was used, for what purposes, and how they felt about using it. Again, 

the open-ended responses to questions 24 and 25 were relevant. 

2.4 Limitations of the study 

The topic is a moveable feast, and almost impossible to keep up to date with, 

particularly in regard to technological innovations. When this research began in 

1999 only a handful oil airlines had web-sites, but by mid 2001 virtually every 

carrier in the Western world (and many from the Third world) had developed 

such reservation tools. Many frrms from all oil the sectors oil the industry had 

also developed web-sites, including travel agencies. In addition, electronic 
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airline ticketing has gone from being a handy innovation for business people, to 

the standard method of ticket issuance in Australia. 

The author approached the Australian Federation of Travel Agents to distribute 

the written survey to their entire membership, thus providing a large sample size 

of over 2200 travel agencies, and maximising the distribution of the 

questionnaire throughout Australia (AFTA, 2000). Unfortunately, AFTA's 

agreement to participate came too close to the deadline, and given the limited 

budget of this research, the decision was made to proceed with a smaller sample 

of 500 agencies. It is recognised that the smaller sample has probably impacted 

on the reliability of the results. Similarly, the research only involves Australian 

travel agents. Whilst there will obviously be situations in each country that are 

specifc to that place, it is obvious from the literature review that many of the 

problems being encountered by travel agents are similar in many countries. 

These limitations do, however, open up the opportunity for further research into 

this topic, either as a cross-country comparison, or as a longitudinal study in one 

market. 
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2.5 Glossary 

The following is a glossary of words and abbreviations used in this thesis. 

ABS 

ABTA 

Affiliation 

AFTA 

ASTA 

Baby Boomers 

CRS 

Cyber kids 

Australian Bureau of Statistics. 

Association of British Travel Agents. 

A revenue-sharing system where payment of either a 

percentage commission or a flat fee is made for 

sales to customers acquired via an Internet hyperlink 

in another firm's web-site. 

Australian Federation of Travel Agents. 

American Society of Travel Agents. 

The large cohort of people born in the period from 

the end of World War II (1945) until 1964. Baby 

Boomers grew up in prosperous times of full 

employment, and are concerned with individual 

choice and freedom. 

Computer reservation system. 

The cohort of children born since the advent of the 

personal computer in 1982, who have thus spent 

their entire lives in the "information age". Often the 

children of Baby Boomers, and big users of the 

Internet. 

Diagonal integration A process whereby information technologies are 

used to logically combine two or more services for 

best productivity and most profitability, and to 
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provide consumers with an individualized service. 

The removal of business process layers responsible 

for intermediary steps in a given value chain or 

distribution channel. 

Distribution channel The chain of dependent organisations, between the 

Exclusive 

distribution 

Extreme niching 

GDS 

Generation X 

Infomediary 

principal and the consumer, involved in the process 

of making a product or service available. 

Selling through only one intermediary in a given 

geographic area. In travel and tourism this method 

of distribution is generally reserved for premium

priced, luxury products and specialised products 

sold through a single General Sales Agent (GSA), 

although it has been used in other situations (Eg. 

No-frills carrier Impulse Airlines used Flight Centre 

as their exclusive agent). 

Choosing to be an expert in a very specialised area 

of travel, and offering customised trips that suit the 

individual needs of the specialist market. 

Global distribution system; a combination of 

existing CRS technology and the Internet. 

The cohort of children born during social upheavals 

of the 1960s and 1970s. Despite being small in 

number they tend to have a high discretionary 

income, and book travel on-line. 

An information broker; an intermediary who deals 



Intensive 

distribution 

Intermediary 

PNR 

Portal 

Principal 

Mass customisation 
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purely in information, often using the Internet to 

connect consumers and principals. 

Selling through all suitable wholesalers and 

retailers, in order to maximise convenience for the 

purchaser. 

Any third party or organisation between producer 

and consumer that facilitates purchase for the 

consumer, and sales for the principal. 

Passenger name record; a computer file containing 

the relevant personal and travel details of; a 

customer. 

A marketing term used to describe a web-site that is 

intended to be the first place people see when using 

the web; literally a "door" to the Internet; typically 

has a catalogue of; web-sites, a search engine or 

other features to attract people to use the site. 

An owner or operator of; a travel service(s) whose 

products are sold through retail travel agencies. 

The use of; flexible processes and organisational 

structures to produce varied and often individually 

customised products and services at the equivalent 

low cost to a standardised, mass-production system. 

Selective distribution The broad range of; distribution levels between 

exclusive and intensive distribution. 

Shopbot A contraction of; the words shopping and robot; a 



T.C.F. 

Technographic 

segmentation 

Travel agency 

Travel service 

provider 

Reintermediation 

Virtual integration 
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software program that can search the Internet based 

on specific characteristics OD a product or service 

requested by the shopper. 

Travel Compensation Fund - an Australian 

organisation that reimburses consumers who have 

lost money when a travel industry firm goes broke. 

A method OD categorising online consumers based 

on their attitudes, motivations and abilities to use or 

acquire technology. 

An intermediary firm linking travel principals and 

consumers through the provision of a range OD 

services associated with the sales of travel products. 

A suggested term for the new breed of independent, 

fee-charging travel industry organisations that will 

emerge in the twenty-first century, which are not 

limited by sectoral definitions. 

The process by which intermediaries can add value 

to their services by developing cost advantages, 

product leadership or customer focus strategies, and 

regain ( or retain) their position in the distribution 

channel. 

A strategy of combining a customer focus, supplier 

partnerships and mass customisation usmg 

information technology. 
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2.6 Summary 

The intention of this study was to investigate the changes within the distribution 

system for travel and tourism products, with the intention of making 

recommendations to the travel agency sector for how to cope with their 

changing situation. Three methods of research were used. A literature survey 

was conducted so as to provide background information, and to highlight the 

distribution trends. A quantitative survey of Australian travel agencies was 

conducted using a structured questionnaire, to provide a "snap shot" of the 

perceptions of agents themselves, from within the process of change. Finally, 

in-depth interviews were conducted with selected travel industry personnel 

whose firms have developed exemplary strategies to cope with the change to the 

"new economy". These interviews and other secondary material have been 

woven into case studies that tell a rich story, using the person's own words 

where possible. A full analysis and discussion of the research appears in 

Chapter 10. However for now, Chapter 3 provides a background that explains 

how tourism products have many differences, even from other service products. 

The intangibility, perishability, heterogeneity and inseparability of these 

services means that the distribution channels are quite different, and that these 

variances are the basis for the push by principals to reduce their distribution 

costs, and by doing so, markedly change travel distribution channels. 
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3. DISTRIBUTION 

3.1 Introduction: Distribution is an element of Marketing 

Marketing is a business philosophy where creating customer value and 

satisfaction is at the heart of organisational operation (Kotler, Bowen and 

Makens 1999, p 3; Lewis and Chambers, 2000, p. 4). This is well expressed by 

the American Marketing Association, in its official definition of the term: 

"(Marketing is) the process of planning and executing the 
conception, pricing, promotion, and distribution of ideas, 
goods, and services to create exchanges that satisfy 
individual and organisation goals" 

(Bennett, 1995 in Hsu and Powers, 
2002, p.4) 

Not only does a principal need to create a product or service for sale, but it must 

be one that will suit the needs of the market, it must be appropriately priced and 

importantly, made available for purchase at a time and place that fits the 

requirements of the buyer. Four related activities of marketing are used in 

combination to achieve these goals, and are referred to collectively as the 

marketing mix, or the Four P's: product, price, place and promotion (Kotler, 

et.al. 1999, p5). Place-based utility is commonly referred to as distribution 

(Lovelock, Patterson and Walker, 1998, p. 283), and distribution in the travel 

and tourism industry will be discussed in detail in this chapter. Distribution 

exists to match products with customers, and the organisation of a distribution 

channel is based on the idea that different channel members have different 
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competencies that facilitate this. As a result, the channel members depend on 

each other to create an efficient system (Coupey, 2001, p. 247). 

Lovelock et.al describe services as "deeds, acts or performances" (1998, p. 35) 

which may include tangible elements, however the "service performance itself: 

is basically an intangible" (1998, p. 17). Four distinctive characteristics of: 

service - intangibility, inseparability, perishability and heterogeneity - mean that 

consumers buy either an experience (eg. a holiday) or a performance (eg. an 

airline flight) (Lovelock et. al. 1998, p. 5; Kotler et al. 1999, p. 67). Unlike 

distribution for goods, where logistics is important - the goods are brought to 

the customer - distribution for tourism services often involves bringing the 

customer to the product. In the case of: airline transportation, which can be 

described as a "tangible action upon people's bodies", the customer needs to be 

physically present throughout the service delivery (Lovelock et. al. 1998, p. 35). 

Travel agents, on the other hand, provide a service OD an intangible nature that is 

directed at information processing. Lovelock et. al. (1998, p. 38) suggest that 

"the extent OD customer involvement in such services is often determined more 

by tradition and a personal desire to meet ... face-to-face than by the needs OD 

the operational process". Many customers however, do find it difficult to 

evaluate travel and tourism purchases, and value may be added by creating 

utility (Lovelock et al 1998 p 7). The latter part OD the chapter highlights the 

central role that travel agents have played in traditional tourism distribution 

channels as providers oDutility in terms oDboth "place" and information. 
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3.2 Tourism Marketing is different 

Few service industries are as interdependent as the tourism industry (Kotler et 

al, 1999, p. 11 ), thus the marketing OD travel and tourism services is far more 

complex than the marketing process for manufactured goods; indeed it is 

different even than other services. Service is typically considered to be the 

result OD the interaction between the customer and the service system, which 

includes personnel, equipment, the service environment and facilities (Ross, 

1994, p. 273). In the marketing literature it is generally regarded that this 

interaction results in four interrelated characteristics OD services which makes 

them more difficult to market; intangibility, heterogeneity, inseparability and 

perishability (Middleton, 1983, p. 6; Kotler et al, 1999, p. 42). Tourism 

products represent an infrequent but high value purchase, where the product is 

complex and multi-layered (Swarbrooke and Horner, 1999, p. 48). The tourist 

buys an overall experience rather than a clearly defined product, however the 

consumer only gains access to the activity or facility for a specified amount OD 

time, at a specifred place. The consumer owns nothing at the end OD the 

transaction (Swarbrooke and Horner, 1999, p. 70). 

Intangibility refers to the inability to see, feel or touch the product. Services 

are an experience product, making them hard to conceptualise and evaluate 

before purchase (Zeithaml, 1981 in Murray, 1991, p. 11). This aspect oDservice 

products therefore affects the ways that the prospective purchaser goes about 
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obtaining product information, evaluating the alternatives available, and finally 

making a purchase. Whilst different tourism products have varying degrees of 

intangibility (for example, a hotel room is quite physically tangible, compared 

to a sightseeing tour which is closer to being a pure experience), overall they 

tend to be at the more intangible end of the range of all services. The product 

offered by a travel agent is at the extreme end of the intangibility spectrum, as it 

is the service of collating information about and coordinating the sale of other 

service products. This is a particularly high-involvement situation, and as such 

it can be described as a dramatistic performance, where each party to the 

purchase becomes concerned with the motives of the other (Mowen, 1995, p. 

509). 

Heterogeneity refers to the fact that every service encounter is unique. This 

comes about primarily from the large human element in services (in fact, some 

authors speak of people as a fifth "P"), but is also a consequence of the 

intangibility of the product. As it is difficult for the tourism provider to give the 

same level of service at each consumption event, it becomes very hard for the 

potential customer to judge the potential quality of experience they will gain 

when they purchase the product (Swarbrooke and Homer, 1999, p. 70). A 

related concept is inseparability, wherein tourism services cannot be performed 

without the active participation of the consumer, who co-determines both the 

production and the delivery of the service product (Maser and Weiermair, 1998, 

p. 108). Consumption and production of tourism services occur simultaneously, 
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and the supplier's plant often exists and operates regardless of demand, giving a 

high ratio of fixed costs to total costs (Bull, 1991 ). 

When inseparability is considered, the travel agent's service can be seen as 

somewhat different to other service products, even those within the tourism 

industry. A hotel stay, a sightseeing tour, or a meal eaten on a trip away from 

home are produced and consumed whilst the tourist is actually on the trip. The 

work of the travel agent will have been done over a period leading up to the 

actual trip, and sometimes during and after the trip as well. The planning and 

reservation work completed by the travel agent may be done many months in 

advance of the actual travel itself. Whilst the agents' own service is produced 

and consumed in real time for the customer, the production and consumption of 

the travel products that the agent has sold them will not become reality until 

some time later. It is not until these products have been used that the customer 

can evaluate whether the agent's service was in fact what they hoped to 

purchase. If there is a problem with one of the suppliers, or the itinerary turns 

out to be inappropriate, it may be months after purchase that the problem is 

encountered. Of course, an intangible service product cannot be returned or 

exchanged if it does tum out to have been a bad choice, reinforcing the idea that 

such products are a risky purchase (Swarbrooke and Homer, 1999, p. 73). This 

concept of risk will be discussed in Chapter 4. 
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A second point arises from inseparability and the involvement oil the tourist in 

service production. Simultaneity, together with the inherent variability oil 

service products, leads to the possibility that the level oil service actually 

provided at any time may be quite different from that intended by management 

(Kotler et al, 1999, p43). The travel agency may have a queue oil customers 

waiting to be served since it is lunchtime; a resort hotel may be more· crowded 

during peak school holiday periods; early morning flights are full oil business· 

people. This then, is the fourth characteristic distinguishing the marketing oil 

tourism service products from manufactured goods - the tendency to 

seasonality, or time related irregular demand patterns. In manufacturing, 

imbalances between supply and demand are irregular and temporary, and 

inventories can be employed as a buffer. Unsold hotel rooms, unused restaurant 

tables or halfi-empty flights, however, cannot be held in stock for another time, a 

situation described as perishability (Kotler et al, 1999b, pp. 43-44). 

3.3 Two types of distribution questions in travel and tourism 

Tourism businesses must ask themselves two important questions regarding 

distribution. One is the familiar question about location, and relates to the 

physical accessibility, and desirability oil the place oil business. The location oil 

hotels, for example, can greatly affect the price they can charge, and their 

popularity with the market; a beachfront hotel can price its rooms at a premium 

over a property a few blocks back from the ocean, for example. Similarly, in 

cities with more than one airport, some travellers will prefer to travel with an 
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airline using a specific airport that provides place utility for them. As 

businesses grow, supplementary points of sale away from the initial point of 

production become necessary, however this can be prohibitively expensive if 

the aim is to expand geographical distribution to reach the entire market. The 

main function of a distribution system or channel, however, is to expand the 

number of points of sale or access (Middleton, 1988, p. 188), and so agency 

arrangements with intermediary firms such as travel agencies can be a cost

effective way of achieving this. 

When choosing to use intermediaries, a principal can choose from several levels 

of distribution exposure; exclusive, intensive or selective (McCarthy and 

Perrault, 1987, p. 287). Exclusive distribution is selling through only one 

intermediary in a given geographic area. In travel and tourism this method of 

distribution is generally reserved for premium-priced, luxury products and 

specialised products sold through a single General Sales Agent (GSA), although 

it has been used in other situations (Eg. No-frills carrier Impulse Airlines used 

Flight Centre as their exclusive agent). Selective distribution covers the broad 

area of distribution between exclusive and intensive. Intensive distribution is 

selling through all suitable wholesalers and retailers. One of the reasons for this 

intensity of distribution is to maximise convenience for the purchaser. Indeed, 

in the past much emphasis was put on the physical location of travel agencies or 

the outlets of principals, in the sense that the business was seen as a travel 

"shop". Major concerns included pedestrian access, and the number of people 

who went past the shop and were thus "exposed" to the business, and had the 
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opportunity to buy the products that the agency represented. Intensive 

distribution remams the most common distribution method for travel and 

tourism products and services. On the other hand, with the increasing use of 

electronic communications - telephone, facsimile, electronic mail and the 

Internet- it is possible to "visit" a travel agency or principal and make 

reservations without ever having physically been "there". Similarly the travel 

agent will usually deal with its suppliers by these means, or through their 

computer reservation system (CRS). 

The second distribution question arises from the use of intermediaries, and 

therefore the means by which a supplier gains access to the potential buyers of 

his product. A distribution channel can be thought of as being like a chain of 

firms from supplier to consumer; however, both the length and structure of the 

chain will vary (see Figure 3.1). In practice this means that the distribution 

channel is the "configuration of organisations and individuals between 

the ... marketer and his potential customer which is used to make the product 

more accessible or convenient" (Buttle, 1986, p. 277). Distribution channels, 

though, are more than just a collection of organisations tied together by the flow 

of business; they are complex behavioural systems in which people and 

companies interact to accomplish certain goals (Kotler, 1999a, p. 261). At 

different parts of the distribution system, various types of power may exist. 

Reward power exists in a relationship where a financial gain is provided; a 

profit or commission paid to a retailer, for example. The converse is coercive 

power, where a strong retailer may refuse to sell a principal's products. 
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Legitimate power reflects an authority to direct the behaviour of another party in 

the relationship, for example in the case of a franchise agreement or contract. 

When one party has particular skills or knowledge that are of use to another 

party, expert power exists (Coupey, 2001, p. 250). The location and extent of 

the power expressed in distribution channels will have an impact on their design 

and efficacy. 

Often, parallel distribution channels will exist, where a variety of different 

distribution methods provides the target market with the maximum opportunity 

to access the product. Put simply, there is a location and/or style of purchasing 

available that suits all segments in the target market. Travel and tourism has 

particularly unusual interrelationships between the various different types of 

organisations in the industry, and the owners and managers of tourism 

companies often underestimate the importance of this when considering how to 

attract customers (Garcia-Falcon and Medina-Munoz, 1999, p. 102). 

3.3.1 Four mafor types of distribution channels 

Principals may use any one or any combination of, the following four typical 

distribution channels to sell its products and services to consumers. These 

distribution channels are shown detailed in Figure 3.1. 

1. Direct distribution system 

In this system the supplier communicates directly with customers to provide 

them with information and to sell products and services. Depending on the 
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service in question, either the customer comes to the principal's premises (Eg. 

attractions, airline offices), or deals with the customer remotely (Eg. toll-free 

telephone numbers, the Internet). 

2. Indirect distribution with one intermediary. 

This system involves a retail travel agency or a specialty retail distributor (such 

as meeting and convention planners, or tour organisers) interacting with both 

the supplier and the traveller. The principal pays a commission to the agent for 

handling the customer's business. 

Figure 3.1 Typical distribution channels in travel & tourism 
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3. Indirect distribution with two intermediaries. 

This system follows the pattern of: the one intermediary system, but there is also 

a wholesaler who on-sells to retail travel agencies and specialty retail 

distributors after having bought in bulk from the principal at a discount. 

Examples include airfare consolidators and tour wholesalers. Travel agents 

deduct their commission before forwarding a net amount to the wholesaler. 

4. Indirect distribution with three intermediaries. 

A wholesaler sells the product to travel agencies, which in tum sell on to 

specialty retail intermediaries. This is simply a longer version of: the above 

channel. 

Large principals sometimes use a vertical marketing system, a fifth distribution 

arrangement whereby the channel is treated as a co-ordinated, integrated unit 

(Stanton et al., 1991, p. 680). For example, an airline such as Qantas Airways 

also owns a tour wholesaler (Qantas Holidays), and a chain o:f:outlets that offer 

the same basic services as a travel agency (Qantas Travel Centres). In this 

manner, the principal has greater control over the sale o:f:their core product, 

airline seats. 

As travel agencies are the most common form of: intermediary used by travel 

and tourism principals (Beddingfield, 1997, p. 51; Ryan and Cliff~ 1997, p. 2) 

their role will be considered in detail below. 
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3.4 What is a travel agent? 

Traditionally, a travel agency has been described as " an intermediary firm 

linking travel principals and consumers through the provision of a range of 

services associated with the sales of travel products" (Harris and Howard, 1994, 

p. 16), and has played a central role in the marketing of travel and tourism 

products (Ryan and Cliff, 1997, p. 2; Le Blanc, 1992, p. 10). The travel agent's 

key role in simplifying often-complex travel decisions involves them in a 

number of activities which provide utility in problem solving and information 

provision, such as (Lovelock, 1998; Ryan and Cliff, 1997, pp. 2-3; Lam and 

Zhang, 1999, p. 341): 

• Understanding client travel needs and expectations 

• Disseminating relevant travel information 

• Matching client needs and attributes of travel 

• Scheduling a pleasant and convenient itinerary 

• Collecting payment 

• Issuing documents and vouchers for travel 

Some agents also assist their clients with obtaining visas, theatre tickets, 

foreign currency and travellers' cheques, travellers' medical information and 

travel insurance. It is not the role of retail travel agents to purchase travel 

products so that they may be later sold to the potential tourist, rather they 

purchase the products at the specific request of the potential tourist 
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(Holloway, 1994), operating as a broker or facilitator. The travel agent 

provides "one-stop shopping", convenience oflocation, advice, knowledge of 

the destination and trip planning expertise to the prospective tourist. Figure 

3.2 explains the position and tasks of the travel agent within the distribution 

channel. Amongst the most prominent functions of agency staff is their 

product knowledge (Ross, 1997, p.10) and destination expertise. It is 

impossible for any one person to know everything that a customer may ask, 

but rather well trained agency staff should know how and where to obtain the 

information required by their customers. In fact, the service that a travel 

agent has traditionally offered the traveller has been to take the vast amount 

of information existing regarding possible travel options, filter it down to a 

manageable size for the client to consider, and then to liaise with the various 

suppliers to create and book an itinerary. In some cases this will simply 

involve buying an "off-the-shelf' package deal or a simple point-to-point 

airfare, but in many cases the travel agent sources information about various 

destination and product alternatives, and bundles them together to create a 

customised trip for the individual traveller. 

By choosing to distribute its products through travel agencies, a principal 

gains the benefits of wider geographic distribution, representation and 

promotion in return for payment of a commission, which is usually expressed 

as a percentage of sales (Harris and Howard, 1994, pp. 17-19). In most cases, 
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this commission is deducted by the agent prior to forwarding a net payment to 

the principal, so the traveller pays the same price as if he or she had made the 

booking directly, but the supplier receives less for the sale. When 

competition is fierce, many travel agencies use discounting of their 

commission as a way of differentiating their service (Lam and Zhang, 1999, 

p. 348), so buying through an agent may in fact be cheaper. Principals have, 

in the past, relied heavily on travel agencies to make sales of their products in 

the tourist generating regions where their markets exist, rather than taking on 

the expense of setting up their own outlets. Agencies may perform functions 

similar to those of a sales office of the principal, in that they make 
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reservations, collect monies and provide advice on the supplier's product. In 

fact, travel agents issue approximately 80% of all airline tickets 

(Beddingfeld, 1997, p. 51 ). Point of sale displays and advertising by travel 

agencies generally includes promotion of products, which also enhances 

whatever promotion is undertaken by the principal (Harris and Howard, 1994, 

p. 19). Some principals require agents to enter into a contractual agreement, 

known as accreditation, before giving the agent permission to act as a 

distributor of their product. In return, the agent is provided with stocks of 

tickets or vouchers which can be issued on the spot in the agent's premises, 

which is an added convenience for clients. The benefit for the agent is the 

ability to deduct their commission immediately. In 1996-97 total commission 

income for all Australian travel agencies was $Al ,980 million, with 65% of 

the total in the form o:ficommission on air ticket sales (ABS, 1996, p. 3). 

Travel agencies may be classified as full-service, commercial, in-plant, and 

group and incentive agencies (Garcia-Falcon and Medina-Munoz, 1999). 

Full-service agencies offer a wide variety of services to suit a variety of 

consumers, and slightly over half of their business would be expected to come 

from leisure travellers booking airline tickets and hotel rooms. The customer 

mix is generally 60% leisure, 40% business travel (Howell, 1993 in Garcia

Falcon and Medina-Munoz, 1999). Commercial, or corporate travel agencies, 

specialise in dealing with the specific needs of business travellers. In-plants 

are a branch office of corporate agencies that are located within the premises 

oflarge corporate customers so that business can be done immediately, and in 
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person. Group and incentive agencies specialise in designing travel programs 

for groups and corporations, such as annual conferences and reward trips for 

employees. Other types of agency businesses include travel clubs that 

provide reduced rates for members, and direct-response agencies that do not 

have street front offices for walk-in customers, such as Thomas Cook Direct. 

3.5 Summary 

The marketing of travel and tourism products is different to many other 

products, given the intangible nature of the service product provided. This 

intangibility also means that in many cases, production and consumption of 

the service is simultaneous, and thus unused capacity means lost revenue. 

The actual service received by the customer may also not be exactly what the 

principal intended, given the inherent variability of individual employees' 

services. Similarly, travel and tourism distribution is not so much concerned 

about logistics, but rather with two questions - where do we sell? and how do 

we sell? Travel agencies have figured importantly in answering these 

questions, as they have traditionally been part of the parallel distribution 

channels used by principals to give consumers access to their products. 

The role of travel agencies has been to extend the geographical reach of 

principals within their markets, whilst also providing consumers with place 

and time utility: convenience and "one-stop shopping". The basic service a 

travel agent provides is advice and expertise that assists the prospective 
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traveller to make sense of the complex decision-making required m a · 

marketplace that is overwhelming in its choice. 

In order to determine whether changing tourism distribution systems will 

have an impact on the business of travel agencies, it is necessary first to 

consider the consumer behaviour of potential travellers. Purchasing an 

intangible product such as travel has a high level of personal involvement, 

and a high-perceived risk, and the implications of this will be considered in 

Chapter 4 of the thesis. 
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4. THE CONSUMER BEHAVIOUR OF TOURISTS 

4.1 Introduction 

Marketers are managers of demand according to Buttle (1986, p. 75), and 

demand is a form of behaviour. An understanding of the evaluation and 

purchasing behaviour of customers can give travel agents an insight into 

creating better strategies. Much of the consumer behaviour literature (Buttle, 

1986, p. 79; Kotler et al., 1999; Schiffman and Kanuk, 1994, p. 562; 

Swarbrooke and Homer, 1999, p. 47) suggests that consumers go through a 

decision process when they consider making a purchase. Especially when the 

trip is for leisure purposes, purchasing behaviour is part of a psychic journey 

which is much longer than the holiday itself, and begins with planning and 

ends with recollection and re-elaboration (Parrinello, 2000, p. 240). 

Initially, the individual becomes aware of an unfulfilled need, experiences a 

state of disequilibrium (Crompton 1979), and then embarks on a search for 

information regarding the options available to meet that need. Once the 

alternatives have been investigated, an evaluation will be taken, and a 

purchase may be made. After the product or service has been consumed, a 

further evaluation will be made that feeds back into the consumer's internal 

store of knowledge, to be used for the next similar purchase. Consumers 

develop unique strategies for reducing the perceived risk of the purchase; 
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some of: the more common risk reducing strategies include an extensive 

information search, buying a well-known brand or from a reputable retailer, 

buying the most expensive option, or seeking reassurance (Schiffman and 

Kanuk, 1994, p. 563). It is the search for information that can be treated as 

one of: the most, or even the most important factor influencing and 

determining consumer behaviour (Assael, 1987 in Maser and Weiermair, 

1998, p. 107). This chapter will discuss how prospective travellers weigh up 

the perceived risk of: the purchase, and how this affects their search and 

purchasing habits. 

4.2 Perceived risk 

Consumers evaluate information about service products in a more complex 

and distinctive way than they do for the purchase of: manufactured goods, and 

they often demand an increased amount of: information before purchasing 

(Zeithaml, 1981, in Murray, 1991, p. 11; Mitra et al., 1999, p. 211). This 

comes about because of: the varying perceptions of: risk associated with the 

purchase by the buyer when the product cannot be trialed in advance. The 

component that defines the functional aspects of: information search is 

consumer uncertainty (Vogt and Fesenmaier, 1998, p. 555). 

Perceived risk, defined as the risk individuals are willing to accept about the 

ability of: a product or brand to satisfy their needs (Murray, 1991 ), is the 
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Figure: 4. 1 Factors relating to increased,pre-purchase search behaviour 

Complex prodµct 

Level ofi education 

Occupation 

(Adapted from: Schiffman and Kanuk, 1994, p. 570; Mitra et al., 1999, p. 222; Mowen, 1995, p. 447) 
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likelihood ofi negative consequences occurnng, and represents consumer 

uncertainty about loss or gain in a particular transaction. Perceived risk exists 

either when the consumer is uncertain about the consequences ofi the 

purchase, or about the decision itselfi The literature typically identifies six 

components ofi risk: financial, performance, social, psychological, safety and 

time/convenience loss (Murray, 1991, p. 11; Maser and Weiermair, 1998, p. 

109; Vogt and Fesenmaier, 1998 p. 552; Mitra et al., 1999, p. 211). The 

amount and nature ofi perceived risk will define consumers' information 

needs and consumers will seek out the sources, types, and amounts ofi 

information most likely to meet their particular information needs (Murray, 

1991, p. 12). A number ofi factors are also likely to increase pre-purchase 

search which may include those relating to the product itselfi to situational 

factors ofi the purchase, or to personal characteristics ofi the consumer. (Refer 

to Figure 4.1 on previous page) A vacation purchase for example, is 

infrequent and relatively costly, with many and varied alternatives for the 

buyer to choose from, making it a high-risk purchase. Being a first-time 

traveller, or one with a lack ofi selfi-confidence, adds further to the likelihood 

that the purchase will be seen as a high risk. 

Information helps to reduce uncertainty, and the more information possessed 

the lower the perceived risk. Thus consumers "will seek out information 

considered to be most relevant to the type and level ofi uncertainty they are 

attempting to manage" (Vogt and Fesenmaier, 1998, p. 556). Murray (1991, 

p. 11 ), further comments that: 



"though varying degrees of perceived risk characterise all 
consumer purchases, evidence suggests that by their 
fundamental nature services may be perceived to be 
particularly risky. Furthermore, because of the transitory 
and varied nature of services, product evaluation may 
occur primarily after purchase and consumption, 
heightening pre-purchase uncertainty." 

4.3 Trip planning 

45 

In the case of tourism, the information search and evaluation portions of the 

consumer decision-making process can be considered to equate with "trip 

planning". Planning, particularly for a vacation trip, is part of a complex 

decision process involving many determinants. "The trip planning function is 

essential in order to reduce uncertainty and increase tourist satisfaction 

through added excitement, expectation, foreseeable pleasure, anticipation and 

the like", according to Zalatan (1996, p. 123). The consumer has a set of 

preferences that will modify buying behaviour and the decision processes. 

Given the tourist's amount of knowledge (information, capability with regard 

to problem solving, as well as attitude towards risk) he will try to reach a 

certain level of planning commensurate with his personality traits as well as 

age, education and other contextual variables. The process is partly dependent 

on what is available in the market, and partly on what the consumer considers 

to be ideal products or services, such as comparing destinations and obtaining 

information on prices, exchange rates and the many other details of the trip. 

(Zalatan, 1996; Fodness and Murray, 1997, p. 503 in Maser and Weiermair, 

1998, p. 107). The perceived costs and benefits of obtaining information may 
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also be a consideration (Fodness and Murray, 1999, p. 3). In view of the 

intangible, ephemeral, and experiential nature of services, there will usually be 

few opportunities for risk reduction, suggesting a prolonged consumer 

adoption process for services (Murray, 1991). 

4.4 Involvement 

Not all products have equal significance to the consumer; some have a high 

personal relevance, some not. Purchases of minimal personal importance are 

referred to as "low involvement", whilst complex, search-oriented purchases 

are considered to be "high involvement" purchases. The involvement level 

reflects the importance of the purchase to the buyer in terms of perceived risk: 

the higher the perceived risk, the greater the level of involvement (Buttle, 

1986, p. 78; Schiffman and Kanuk, 1994, p. 221). 

"Involvement is usually characterised as an unobservable 
state of motivation, arousal or interest, which is evoked 
by a particular stimulus or situation, and which has drive 
properties. Its typical consequences are particular types 
of search, information processing and decision-making, 
whereby high involvement implies a high intensity in 
search processes." 

(Reid and Crompton, 1993, in Maser and 
Weiermair, 1998, p. 110) 

Under higher levels of involvement, consumers begin to process information 

in more depth and to give more diligent consideration to information relevant 
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to the particular decision (Mowen, 1995, pp. 77-78). The literature suggests 

that many travel and tourism purchases necessarily equate with high 

involvement decisions (Swarbrooke and Biorner, 1999, p. 71 Maser and 

Weiermair, 1998, p. 110). This process is shown in Figure 4.2 below. 

Figure 4.2 The complexitv of consumer behaviour in tourism - the demand 
side 

(Source: Swarbrooke and Homer, 1999, p. 72) 

Duke and Persia found that amongst U.S. travellers, travel agents were used 

more for overseas travel, and less for domestic travel. International travellers 

were found to undertake a more total information search using different types 

ofiinformation, due to the higher perceived risk ofithe purchase (1993, pp. 49, 

52). An international vacation will involve extensive problem solving for 

many tourists, as such a trip is a non-essential purchase with a high value, has 

http://SLJIv.ll
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a low frequency ofi purchase, and consumers tend "shop around" for 

information. Bitner and Booms (1989, p. 31) found that people were more 

likely to go to their usual travel agent for a common destination, but for 

unusual destinations they would go to the agency which placed the 

advertisement they saw. It seems reasonable to conclude therefore, that 

prospective tourists use travel agents as a credible source ofi information in 

order to reduce the perceived risk ofi the purchase ofi their trip, and that 

specialist agents are presumed to be more likely to reduce risk in their area ofi 

expertise. 

On the other hand, in the industrialised world, international travel is no longer 

just for the lucky few and the distribution ofi travel products is widespread. It 

is reasonable, therefore, to agree with Fodness and Murray (1999, p. 3) when 

they say that the leisure traveller may be involved in routine, limited or 

extended problem-solving, depending on the actual purchase being 

considered. Day trips, or regular visits to friends and relatives ( even ifi this is 

to another country) may not need a lot ofi pre-planning. Limited decision 

making may occur when the traveller plans variations to regular travel 

behaviour such as taking a new route or engaging in a new activity at a 

familiar destination. When extensive problem solving is required however, 

considerable time and effort will indeed be devoted to the information search. 

It might also be expected that the traveller undertaking extensive problem 

solving would rely heavily on external sources, using at least one decisive 

source, such as a travel agent or knowledgeable friend, as well as on a variety 
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ofi contributory sources to reduce the perceived risks. Regular business 

travellers usually develop a set ofi preferences for certain products or brands 

as a way ofi reducing perceived risk. This is a choice that is often reinforced 

by membership ofi hotel, airline and car rental loyalty schemes, thus making 

much ofi their travel decision making quite routine. This is despite the fact 

that the financial transactions involved may be much greater than those for 

leisure travel. In many cases, the implementation ofi a corporate travel policy, 

or the out-sourcing ofi the decision making to a travel management firm 

further avoids the perceived risk for business travellers, although it may also 

limit their need for a travel agent's advice. 

4.5 The Search for information 

Fodness and Murray (1999, p. 2) identified three distinct strategies for 

information search. The spatial dimension ofi information search strategy 

concerns whether consumers access the information internally or from the 

environment. The temporal dimension represents the timing ofi search 

activity. Search may be ongoing, building a knowledge base for possible 

future purchase decisions, or in response to a current purchase decision. The 

third dimension is operational, reflecting the conduct ofi the search and 

focuses on the particular sources used and their relative effectiveness. 

Internal search occurs when consumers search through their memory for 

information about alternatives for solving a problem (Mowen, 1995, p. 442). 
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This happens before external search. Low involvement purchases have quite 

low internal search. For higher involvement purchases, the consumer will 

first draw on the information in their own memory regarding past purchases, 

especially experiences with products that were used in an attempt to satisfy 

this, or a similar need (Murray, 1991, p. 19). An example ofithis might be a 

brand name, such as Singapore Airlines or Shangri-la Hotels. 

Information will be sought from exogenous as well as endogenous sources 

(Vogt and Fesenmaier, 1996, p. 555). Acquiring product knowledge is a 

means to gain information to assist in the decision-making processes and to 

enhance one's own internal memory. Information sought by external search 

might include the availability ofi alternative products or brands (Mowen, 

1995, p. 444). External information search represents a motivated and 

conscious decision by the consumer to seek new information from the 

environment (Murray, 1991, p. 11), which may be from sources that are either 

marketer-dominated, or from personal contacts. Mitra et al. (1999, p212) cite 

Andreasen's (1968) findings that information sources can be classified into 

four categories: 

1. Impersonal advocate (print media and broadcast advertising) 

2. Impersonal independent (popular articles and broadcast programming) 

3. Personal advocate (salespersons; travel agents) 

4. Personal independent (friends and relatives) 
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The role ofi personal information sources in the purchase ofi services appears 

to be noteworthy; such sources are treated with greater confidence, and 

preferred over impersonal sources ofiinformation (Murray, 1991, p. 19; Mitra 

et al., 1999, p. 213). Furthermore, personal independent sources, or word ofi 

mouth discussion, were found to be more effective in reducing perceived risk 

given that service products are largely subjective and experiential (Murray, 

1991, p. 21). On the whole, the higher the magnitude ofiperceived risk in a 

purchase decision, the greater the importance ofi personal sources ofi 

information in making the decision (Mitra et al., 1999, p. 213). In the field ofi 

tourism marketing, numerous studies have shown the importance ofi 

recommendations from reference groups as the dominant resource m 

destination decisions and planning (Vogt and Fesenmaier, 1998, p. 561; 

Morgan and Pritchard, 2000, p. 228). A critical dimension in the information 

search process is the consumers' subjective assessment ofi reliability and 

trustworthiness ofi information sources (Maser and Weiermair, 1998, p. 110; 

Parrinello, 1993, p. 240). 

"Beyond consumers' general proclivity for personal 
sources ofi information, those sources are even more 
preferred and appear to have an even greater degree ofi 
consumer confidence than impersonal sources in the 
context ofi service purchases than in purchase contexts 
involving goods. Personal independent sources are 
particularly more effective for services other than goods." 

(Murray, 1991, p. 20) 

The importance ofi personal information sources for service products cannot 

be denied. Word ofi mouth and personal experience are perceived as being 

much more reliable than other sources. In their 1999 study, Fodness and 
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Murray found that commercial guidebooks, state travel guides and brochures 

all tended to be used in conjunction with three or more other sources by 

vacationers, whereas personal experience, travel agencies, and friends and 

relatives were the three information sources most likely to be used alone. 

Printed sources served to complement other sources, and to contribute to trip 

planning. The more personal sources "appeared to be decisive, in that they 

were used as sole sources oD information on where to go, what to do, where to 

eat, where to stay, and so on." (Fodness and Murray, 1999, p. 2) Murray also 

concluded that "consumers desire subjective and experiential information" 

(1991, p. 21). Travel agents can use this knowledge to great effect, 

particularly iD they are seen as independent sources OD information, not just 

representatives oDprincipals. According to Murray (1991, p.21): 

"Managers should not only train and equip service 
employees to carry out their service functions per se, but 
also to ensure their knowledgeability and understanding oD 
the service product and process .... these positive effects are 
achieved by service providers who are prepared and able to 
offer word oDmouth information to customers." 

By asking experts such as travel agency starn about service products, the 

consumer can obtain information vicariously about the experience qualities OD 

products that they are otherwise unable to experience before purchase 

(Zeithaml, 1981 in Lovelock, 1998, p. 65). After the purchase however, 

customer satisfaction depends not only on the technical quality dimensions 

(ie. did things go right?), but also on the interpersonal quality dimensions 

perceived. As Gronroos points out (cited in Powers, 1997, p. 179), "even 

when an excellent solution is achieved, the firm may be unsuccessful, iD the 
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excellence in technical quality is counteracted by badly managed buyer-seller 

interactions." Human beings like "high touch", personal service. 

4. 6 The spectrum of information search behaviours for travel and 

tourism services 

Stigler's 1961 "Economics o:fi Information" theory (in Vogt and Fesenmaier, 

1996, p. 556) suggests that information search will continue as long as 

consumers feel that the benefits o:fi acquiring data outweigh the financial cost. 

The assumption is questionable for travel and tourism service products, on 

several grounds. Firstly, for many people the pre-planning activities o:fi their 

trip can be just as an important part o:fi the overall tourism experience as the 

actual travel (Vogt and Fesenmaier, 1996, pp. 557-558), so they may actually 

prolong the information search period. Furthermore, Murray stresses that his 

research found that prospective service purchasers will go to great lengths to 

assuage their uncertainties and are inclined to seek additional pre-purchase 

information. Mitra et al. (1999, pp. 222-223) agree, suggesting that for 

services high in credence attributes, such as travel, not only do potential 

consumers rely heavily on personal information sources, but they also utilise 

higher levels o:fi impersonal information than for services at the more tangible 

end o:fi the spectrum. This perhaps suggests that even though the service 

cannot be evaluated, purchasers gather more information anyway, in an 

attempt to reduce the amount o:fi inherent risk. Furthermore, consumers 

operate in a less than perfect world, in which they can not necessarily 
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maximise their decisions in terms of: economic considerations, opting for 

choices that are satisfactory (Schiffman and Kanuk, 1994, pp. 556-7). Rather 

than simply consulting others for opinions or recommendations, consumers 

often relinquish control of: all or part of: the decision process to external 

experts, agents or surrogates (Solomon 1986 in Klenosky and Gitelson, 1998, 

p. 662; Schiffinan and Kanuk, 1994, p. 559). As noted earlier the major 

function of: the distribution channel is to provide time and place utility, that is 

to make the product or service available when and where required by the 

purchaser (Buttle, 1986, p. 277). Zalatan comments that (1996, p. 129): 

"time scarcity is part of: the Post-Keynsian consumption 
function, and has received recent emphasis. Travel 
agencies are not only 'facilitators' or travel brokers, but 
also 'money and time savers'. They should be more 
concerned with the vacation than with the destination, and 
the element of: more efficient planning should be clearly 
highlighted in their publicity." 

Snepenger et al. (1990, in Zalatan, 1996, p. 124) identified major factors 

which influence information search behaviour in the tourism context, and 

grouped tourism consumers into three segments according to the sources of: 

information used: 

1. Travel agent only 

2. Travel agent and other sources 

3. Sources other than travel agents 
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More recently, Cook (1999) commented that today the travel consumer is 

presented with "too much information", and so has three alternatives to 

manage this information: to refine their own information search skills, 

including independent use of the Internet; to use infomediaries, such as on

line travel agents and travel portals; or to use consumer advocates, such as 

travel agents. A fourth option exists, which is a mixture of these. From this 

it can be concluded that there is a spectrum of information search behaviour 

for travel and tourism services; whilst some people attend to all the details 

and make the decisions themselves, the range continues along to those who 

allow an agent to "do it all" (Zalatan, 1996, pp. 124-5; Klenosky and 

Gitelson, 1998, p. 623). 

Hamilton-Smith (1987, cited in Zalatan, 1996) found that travel agents were 

used by at least one third of travellers studied, but also suggested that handing 

over arrangements entirely to a travel agent was not always a positive thing, 

and could lead to situations in which the tourist is "quickly subordinated to 

the ready availability of prepackaged opportunities" and raises the issue of 

establishing "policies to increase customer power in the decision process." If 

prospective tourists are to use travel agents as a credible source of 

information in order to reduce the perceived risk of their trip, it follows that 

the agent must be seen as offering truly independent, timely and accurate 

advice that is appropriate to the customer (Swarbrooke and Homer, 1999, p. 

71; Maser and Weiermair, 1998, p. 110). If this is not the case, then the 

tourist will fall back on other remedies. 
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A number of studies have attempted to find if relationships exist between 

personal characteristics of the tourist and their search behaviour. Maser and 

Weiermair (1998, p. 113) concluded that different risk perceptions could not 

be explained by "personal, travel-specific or life-style influences", but that a 

relationship did exist between the type of information looked for and the 

decision-makers' lifestyle at home (p. 117). Whilst the results are somewhat 

inconclusive, other authors do claim to have found some evidence that there 

may be a relationship (Zalatan, 1996; Decrop, 1999; Bonn et al .1998; 1999). 

Zalatan (1996, p. 125) found that relationships exist between the attributes of 

the trip, the attitudes of the individual and the socioeconomic characteristics 

of the tourist, and that these inter-reactions affect the level of planning. 

Prior product experience is a key personal factor influencing both the nature 

of vacation sub-decisions and aspects of the decision-making processes 

(Decrop, 1999, p. 64). Familiarity and previous visits are negatively 

correlated with planning time, as tourists frequently have limited knowledge 

about a destination that they have not been to before. Snepenger et al. (1990) 

found travel agents to be the principal source of destination information for 

"destination-naive" pleasure travellers. In other words, familiarity is related 

to less information seeking, which in tum can be reasonably equated with less 

planning time. The distance of the destination also has a definite influence on 

the travel decision-making, according to Rao et al. (1992 in Zalatan, 1996, p. 

128), a fact confirmed by U.S. outbound travel data. Decrop (1999) agrees 

that the greater the distance involved the longer the trip-planning horizon, but 
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beyond a certain distance the rate of: increase in planning time tends to 

diminish or at least remain constant. Travel agents can play a role in reducing 

planning time as well as uncertainty, particularly for distant destinations 

(Hamilton-Smith, 1987, cited in Zalatan, 1996). 

As a generalisation, age is positively correlated with planning time; the older 

the tourist, the more planning time is required (Zalatan, 1996, p. 128). For 

example, a person who is familiar with a destination and has a risk-taking 

attitude because of: their youth might invest less time in planning a trip. 

Compare this with an older tourist seeking an unfamiliar destination and 

staying a longer period, who may do little planning themselves if: they can 

delegate the work to a travel agent. A number of: studies cited by Le Blanc 

(1992, p. 10) looked at the market segments that use travel agents to make 

reservations. Although Gitelson and Crompton (1983) found people over 

fifty years of: age more likely to use travel agents, both Shoemaker (1984) and 

Capella and Greco (1987) found that while agents do not influence 

destination choice for older people, they are consulted for things such as 

travel modes, attractions and lodging. 

Zalatan (1996, pp. 128-9) suggested that higher levels of: education extend 

planning time, because educated tourists require more information and more 

time to reach travel decisions: "for these tourists a trip yields utility which in 

tum is a function of: the importance of: the decision to travel." This is a 
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rational, economic argument, and assumes that the educated tourist will try to 

obtain the maximum return from their trip, and therefore will devote time and 

effort to ensure that their trip is well organised. On the other hand, many 

people in industrialised countries these days are "time poor, money rich", and 

seek experiences, not just utility or the "best value" in economic terms, from 

their holiday. Zalatan (1996) also points out that a higher level of. education 

is inversely related to vacation satisfaction, which is probably due to the size. 

of. the gap between expectations and realisation. It could, however, also be 

related to imperfections in tourism supply, which relate to misinformation and 

disequilibrium between the needs of.the more educated tourist and the current 

offerings of. the travel industry. Consequently, planning time would reduce 

uncertainty and improve the 'potential' level of. satisfaction of. the tourist. 

Fodness and Murray (1999, p. 3) found that the travelling party composition 

affects information search, as the product is jointly consumed. This is 

especially the case for leisure travel, where travelling with children, aged or 

disabled family members imposes special information needs. Decrop (1999, 

p. 62) argues that along with age and family, occupation is also a major 

demographic determinant in a vacationer's decision making process. The 

overall impact of. socioeconomic status on decision making is not entirely 

clear, however. "Travellers at lower income levels might be expected to 

engage in more search due to higher levels of. perceived risk, but on the other 

hand, higher income levels have been found to be positively associated with 

greater levels of. information search" (Fodness and Murray, 1999, p. 5). 
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Higher income and occupation level may be linked to higher levels of 

education. These findings are also supported by Mowen (1995, p. 205). 

Those on lower incomes were found to use friends and relatives as sources, 

whilst those on higher incomes use greater amounts of external information to 

get the best out of their vacation time, according to Fodness and Murray 

(1999, p. 9). Trip purpose is arguably the greatest influence on decision 

making behaviour (Morrison 1996, in Fodness and Murray 1999, p. 4) due to 

the differing wants and needs of, for example, business travellers and 

vacationers. The mode of travel will also have some impact, with those 

driving their own car less likely to use travel agencies as a source of 

information. 

It is interesting to consider if those who use travel agents can be categorised 

as a discrete market segment, as heavy users of many products are in fact 

responsible for a greater proportion of sales than their numbers would 

indicate (Kotler et al., 1996 in Goldsmith and Litvin, 1999, pi27). In 

Woodside and Rokainen's 1980 study, those who used travel agents 

extensively tended to be "up scale white-collar travellers and those travelling 

by air". In a survey conducted by Goldsmith, Flynn and Boon (1994 cited in 

Goldsmith and Litvin, 1999) in Florida, 15% of leisure travellers were 

described as "heavy users" of travel agency services. This group of frequent 

users were "more involved (more enthusiastic and excited about) ... vacation 

travel, they were more innovative and knowledgeable, they were more likely 

to be opinion leaders for vacation travel ... and reported taking more trips and 
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gathering more information about vacation travel from all media sources." A 

second, similar survey conducted in Singapore by Goldsmith and Litvin 

(1999) found that "heavy users" constituted a similar percentage o:fi the 

market, and fitted similar key psychographic characteristics. Their original 

survey was unable to support the argument that frequent users ofi travel 

agencies had identifiable demographic characteristics, and indeed it has been 

suggested (Clancy and Shulman, 1994 in Goldsmith and Litvin, 1999) that 

targeting heavy users is in fact not a profitable way to segment the market, 

since they are more likely to be price conscious, deal prone, and may be more 

heterogeneous than homogeneous. The Singapore survey however, did 

conclude that age, income and education levels were found to con-elate with 

usage segmentation in that particular market. On the other hand, Bonn et al. 

(1998; 1999) found that those who used the Internet to source tourism 

information were also likely to be highly educated, have higher household 

incomes, and tended to collect even more information than other people, 

before making their purchase decision (Bonn et al., 1998, p. 303). In addition 

these people were also more likely to use commercial lodging and to travel by 

air, thus making them good prospects for travel agencies to target. 
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4.7 Summary 

Consumers o£travel and tourism services evaluate information about products 

in a more complex manner than they do for manufactured goods, and 

therefore an understanding OD consumer behaviour is important for any 

principal to plan their distribution strategy. Principals must know the level oD 

risk perceived in purchasing their product, the level OD customer involvement 

in that purchase, and who is likely to be seen as a credible source OD 

information by the consumer. In fact, the information search prior to 

purchase is often extensive, as the purchase itse1£ is perceived as being one oD 

high risk, due to the intangible nature oD the product. The literature typically 

identifies six possible components oD risk: financial, performance, social, 

psychological, safety and time/convenience loss. The amount and nature oD 

the perceived risk will define consumers' information needs, and may relate 

to product factors, factors surrounding the purchase, or the personal 

characteristics oD the buyer. The typical search behaviours exhibited by 

potential travellers can be best summed up thus: 

"The intangible nature OD tourism products and services 
means that the consumer can often have high levels oD 
insecurity during purchase. They cannot try out the 
product or service before purchase and will therefore be 
looking around for reassurance about their choices. This 
will mean that their behaviour will be very complex and 
will probably involve many people and agencies. The 
individual may take advice from their friends, family, 
travel agent and TV holiday programmes, for example, 
before making their choice oDannual holiday." 

(Swarbrooke and Homer, 1999, p. 72) 
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High involvement decisions may well involve seeking the advice of a travel 

agent, however there is conflicting evidence on whether heavy users of travel 

agents can be categorised as a discrete market segment. The research has 

shown that those who do use agents extensively are more likely to have a 

high income, a higher level of education and to collect even more information 

prior to their trip than other people. 

The following chapter looks more specifically at the buying behaviours of 

major demographic groups, in order to understand how social trends might 

affect the business of travel agents. 
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5. CHANGING DEMAND PATTERNS FOR TRAVEL SERVICES 

5.1 Introduction 

An understanding of the behaviour of potential customers in their travel 

choices is essential to give marketers an insight into creating more 

appropriate products, and improving consumers' access to purchasing them 

(Buttle, 1986, p. 75). The motivations for travel are highly complex and 

depend on a range of factors including the personality and lifestyle of the 

potential tourist, their past experiences, who they are planning to take the trip 

with, and their demographic characteristics (Swarbrooke and Homer, 1999, p. 

61). This chapter will focus on two aspects of the changing demand for 

tourism. Firstly, three major demographic groups (the "Baby-boomers", 

"Generation X" and the "Cyber Kids") are considered, and their buying 

behaviours discussed. Changes to family buying behaviour as a result of the 

growing numbers of women in the workforce follows. The chapter concludes 

with an overview of the "New Tourism", which is due in part to technical 

aspects of the products themselves, but also to social and cultural change. 

The new travel patterns reflect changes not only in the economic strength of 

source markets, the availability of new destinations, and political 

realignments across the world (Jones, 1998, p. 2), but most importantly in 

demographics, attitudes and values, and therefore in the resultant consumer 

behaviour (Poon, 1993; Jones, 1998; Swarbrooke and Homer, 1999). 
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5.2 The "Bahy-hoomers" 

During the Great Depression of the 1930' s, the number of children born to the 

average United States woman (ie. the fertility rate) dropped to the 

replacement level of 2.1 births, and total births dropped 25%. A low birth 

rate continued throughout the 1939-1945 World War II period, but this was 

followed by a post- war "baby boom". Between 1946 and the early 1960's* 

there was a huge increase in the population in the entire Western World 

(Schiffman and Kanuk, 1994, p. 460). By 1959, the birthrate in the United 

States had increased to four children per average woman (Loverseed, 1997, p. 

46). At the peak of the boom, the Australian birth rate was 3.55 (Gunn, 1999, 

p. 22). So large was this group of people that as their tastes and preferences 

changed so did the fortunes of suppliers of goods and services (Mowen, 1995, 

p. 742). In the mid-nineteen nineties, this group comprised approximately 

45% of the population of the United States, and is half as large again as the 

generations that both precede and follow it (O'Sullivan and Spangler, 1998, 

p. 83; Schiffman and Kanuk, 1994, p. 60). Cleaver et al. (2000, p. 276) found 

that the lives and experiences of "Baby-boomers" across countries such as the 

United States, Canada, Australia and New Zealand are similar. Since these 

people are expected to retire "earlier, wealthier and healthier" (McCarthur 

and Read, 1997a), they are seen by marketers as a most valuable market. The 

retirement of the "baby-boomers" however, is unlikely to involve the sort of 

passive leisure activities that their parents were involved in. Mackay (1999a) 

comments that they are more physically active and involved in leisure-time 

• Most US authors give the baby-boom period as 1946 to 1964 (Eg. Schiffman & Kanuk, 1994, p. 460; Mowen, 1996, 
p. 661; O'Sullivan & Spangler, 1998), although in Australia 1961 marked the end of the boom. 
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pursuits than previous generations. For many "baby-boomers", age is a state 

of mind; they feel, think and "do" younger than their chronological age 

(Swarbrooke and Homer, 1999, p. 467). They were the mass travellers of the 

1950's and 1960's, then during the 1960's and 1970's some of the older 

cohort of the baby boom generation took adventurous holidays; backpacking 

through Europe or Asia, working on kibbutzim in Israel or ashrams in India. 

Now they are sophisticated and discerning travellers who seek the same kind 

of "escapist fantasy" experience, but in shorter bites, and more comfortably 

than in their youth (Loverseed, 1997, p. 46; Jefferson, 1995, p. 101). 

According to O'Sullivan and Spangler (1998, p. 79), the "baby-boomers" 

who coined the phrase "do not trust anyone over 30" are not going to take to 

being labelled "Senior Citizens" as they mature. They have the means and 

will to travel (Jefferson, 1995, pp. 101-102) and are now interested m 

experiences and personal challenges that appeal to their sense of 

individuality, as opposed to the accumulation of possessions (McCarthur and 

Read,. 1997a; Mackay, 1999a), quality over quantity, uniqueness and inner 

satisfaction in their purchases (O'Sullivan and Spangler, 1998, p. 84). 

Jefferson says that the baby-boomers are increasingly active in "green" issues 

and they are preoccupied with lifestyle (1995, p. 101). The older "boomers" 

are good prospects for soft adventure vacations as well as new age 

alternatives with a mix of sport and culture thrown m, according to 

O'Sullivan and Spangler (1998, p. 100). 
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Younger boomers, those born in the early 1960's, have found life more 

difficult however, growing up through times of high inflation and 

unemployment in the 1970's and 1980's. This trailing edge of the "baby

boom" shares many of the values of "Generation X" (Schiffman and Kanuk, 

1994, p. 461; O'Sullivan and Spangler, 1998, p. 84). Although the younger 

cohort of "Baby-boomers" are seen as being less idealistic and more cynical 

than their older siblings, they nonetheless share many similarities - a 

consumer mentality, an ability to use and be swayed by the media 

(particularly television) and a tendency to both set and follow trends 

(Loverseed, 1997, p. 47). They are good candidates for active, go-for

growth-oriented vacations such as packages with all encompassing prices so 

that they can "bring the kids along", according to O'Sullivan and Spangler 

(1998, p. 100). 

What seems certain is that the "baby-boomers" are likely to maintain an 

independent mindset as they age (O'Sullivan and Spangler, 1998, p. 84). 

Loverseed (1997, p. 48) points out that despite their tendency to follow 

fashion, "boomers" like to think of themselves as fiercely independent. This 

is displayed in their travel choices - many travel independently, but when 

they do use the travel industry, they choose to book with companies that 

provide extra service and make them feel "special", or to take themed trips 

with a strong element of escapism. "Boomers" like to "discover" new and 

off-the-beaten track destinations, although it is also true to some extent that 

they are less destination-oriented than experience-oriented in their decision-
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making (Loverseed, 1997, p. 57). For example, World Expeditions has 

offered a range o:fi tours titled "Adventures for over-50's" since the mid-

1990's, where the emphasis is on "delivering a mix o:fi cultural and wildlife 

experiences" (Petty, 1999d, p. 10). The tours may focus on special interests 

such as bird watching, geology, astronomy, religion, cuisine and horticulture; 

the regions visited include the Australian Outback, Jordan, Syria, Vietnam 

and far-western China. Loverseed (1997, p. 59) predicted that independent 

travel will become more common, but that packages will retain their 

popularity (based on their low price), provided they are targeted to meet the 

needs o:fithe "baby boom" generation. 

5.3 Generation X 

"As soon as they think you're trying to sell them 
something, they tum offi and walk away." 

(Mowen, 1995, p741) 

After the "baby-boom" was another "baby-bust", this time caused by social 

changes in the 1960's and 1970's such as liberalised divorce laws, 

improvements in contraceptive technology ("the pill"), and the growth in the 

number ofi working women (O'Sullivan and Spangler, 1998, p. 85; Mowen, 

1995, p. 741). The U.S. fertility rate had dropped to 1.8 by 1976. Those 

children born between 1965 and the late seventies or early 1980's are 

generally referred to as "Generation X" (Mowen, 1995, p. 741). A 1990 

Fortune magazine cover story called them Y{jjjes, which stands for young, 
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individualistic, freedom minded, and few. Despite being small in number, 

this group has a high discretionary income, but they are also notoriously 

difficult for marketers to reach. Klewin (2000) describers Gen Xers as being 

"both sceptical and savvy about being sold anything". According to Ritchie 

(1995, p. 6): 

"it is important for marketers to remember that 
Generation X comes out o:fi a different history, with a 
different set o:fi life experiences. Xers have therefore 
learned to cope using new skills and a different set o:fi 
expectations. They are living their lives differently than 
the way Boomers lived their lives at the same age, and 
that the marketing implications which arise from that fact 
are important for us to note and to understand." 

This group seems to spend an extended period o:fi time as working, unmarried 

adults, giving them discretionary income to spend. When they do get 

married, it tends to be at an older age than their parents were (Howard, 1999; 

Mowen, 1995, p. 662; Ritchie, 1995, p. 6). Travel is high on the list o:fi 

products they do buy, especially for the better educated Gen Xers, and they 

use travel agents, and fly business class at least as much as the "boomers" 

currently do (Ritchie, 1995, pp. 6-7). Beirne (2000), however, comments that 

Gen X business travellers have "a tendency to book travel plans online and an 

aversion to overt marketing schemes". O'Sullivan and Spangler (1998, p. 

100) suggest that this group are not willing or likely to let money, study, or 

career stand in the way o:fi pursuing affordable but independent jaunts and 

activities. It is also true that motherhood is a declining trend for women in 

this age cohort, as they concentrate on careers (Horin, 2000, p. 3). Gen Xers 
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perceive work as having a different role in their lives and they are more 

interested in seeking a balance between work and play (O'Sullivan and 

Spangler, 1998, p. 85; Richards, 2000; Is the Boomer. .. (2000). They look 

for work that is challenging, provides for freedom and flexibility, and allows 

them to enjoy their free time (Dunn, 1993 in O'Sullivan and Spangler, 1998, 

p. 85; Richards, 2000). For Gen X, "lifestyle comes first", but "work is 

important" (HR Focus, 2000). 

Generation X has been exposed to a myriad oil external stimulation during 

their lives, with a "high-speed, excitement-filled, action-packed orientation" 

that carries over into their purchasing preferences. For entertainment they go 

"grazing", the act oil wandering from place to place such as from one bar to a 

coffeehouse. They socialise in groups and this emphasis draws them to sports 

bars, coffee salons, team sports and special interest clubs (O'Sullivan and 

Spangler, 1998, p. 85). Another important fact about this group is that they 

are networked to one-another through e-mail and the Internet. O'Sullivan and 

Spangler (1998, p. 86) have called Gen X "the initial population oMhe global 

village", suggesting that this interconnectivity gives them a great deal in 

common with other young adults throughout the world. Ritchie (1995, p. 7) 

comments that "as they travel abroad, Xers find kindred souls in similar age 

groups wherever they go." As a group they perceive technology and 

convenience as a given (Klewin, 2000) and are savvy about communications 

and the media (HR Focus, 2000), and are likely to make use oMhe Internet to 

research their travel. 
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US research suggests that whilst "Baby-boomers" have long prided 

themselves on their nonconformity and independent thinking, Generation X is 

more concerned with what other people think. Conformity, especially for the 

strivers in Generation X however, does not represent blind adherence to the 

standards of a homogeneous mass (Ritchie, 1995, p. 2). Klewin suggests that 

Gen-X want to be in control and make decisions for themselves, although 

they also embrace a service-based, educational approach to help them make 

their decisions. They are not interested in the "one size fits all/take it or leave 

it" approach to business and are likely to use the Internet to research their 

travel purchases (Klewin, 2000). 

5.4 The Cyber-kids 

"Make way for the 1990's version of the baby boom. If 
you think you've been seeing strollers everywhere it's 
not your imagination." 

(O'Sullivan and Spangler, 1998, p. 86) 

The influence of both the "Baby-boomer" generation and "Generation X" is 

expected to give way to a highly technology-literate "Generation Y" in the 

early 21st century. The so-called "cyber-kids" or "echo boomers", children 

born since the invention of the personal computer, have spent all their lives in 

the information age. They exhibit stark differences in behaviour and opinions 

to their "baby-boomer" parents, although the cyber-kids have retained some 

of their parents' beliefs, such as a general distrust for authority, and have 

experienced their parents' lack of time. In the USA, this generation is more 
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racially diverse: one is three is not Caucasian (Neuborne, 1999, p.2). These 

kids have a big impact on family spending, due to a number OD factors: there 

are fewer children per household; their parents are older and more likely to be 

dual-career couples (O'Sullivan and Spangler, 1998, p. 87; Neuborne, 1998, 

p. 2). Shepherdson (2000, p. 1) suggests that: 

"Generation X helped popularise the Internet by making 
it more accessible; Gen Y will define how we integrate it 
into everyday life ... as teens they used the Web because 
it was cool. As adults, they'll use the Web whichever 
way fits into their lives. And that has implications for all 
sorts ODmarketers." 

The cyber-kids are used to the immediate gratifrcation of:instant access to 

information via the Internet, and they believe that they can organise their 

lives better through the smart use of:technology. The younger members OD 

Generation Y are more technology savvy than any other group. A July 1999 

survey by ISP Global Internet found two-thirds OD Children under the age OD 

11 first used a computer before they were 5, while less than a quarter of:those 

over 11 did so (Liu, 1999). Plunkett (1997, p. 80) quotes a US study where 

52% ofaespondents in this demographic said that they could do without a 

VCR, 30% without a TV, but only 18% could do without a computer. 

Figures cited by Shepherdson (2000, p. 4) also point to a decline in television 

viewing by this group. Generation Y is sceptical about the media, believing 

that it "skews reality and exaggerates events" (Liu, 1999). Hemphill, (in 

Shepherdson, 2000, p. 2) says that time is her most valuable commodity, and 

"fast" is the one adjective that describes her needs, from retail purchases to 
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research. US research also shows that the "cyber kids" prefer shopping in 

places where "the five senses are engaged" and where there are 

"experimentation and hang-out areas", mostly because they feel time 

pressed, and want to be able to do several things at once (Shepherdson, 2000, 

p. 4). 

This cohort is likely to have seen as many as 20,000 commercials every year 

since they were old enough to sit up and as such have become desensitised to 

advertising. They tend not to respond to traditional advertisements, 

preferring those that are disarmingly honest (Neuborne, 1999, p.2). 

Generation Y rather is looking for anything that makes their lives easier- "the 

most effective advertising is not an interrupter, but a facilitator" (Shepherson, 

2000, p. 2). Celebrity endorsements, established market-leader brand names 

(Boulton, 1999; Neubourne, 1999, p. 7), and promotional hype have less 

impact on these young people (Shepherdson, 2000, p. 3; Smith, 2000, p. 2). 

The Internet is an important source of: information, but then so is word of: 

mouth, and smart marketers have already begun using "street teams" of: 

young people to talk to others about their products (Neuborne, 1999, p. 7). 

The "Baby-boomers" think of: themselves as individuals, but in reality they 

are extremely brand loyal fashion followers (Loverseed, 1997, p. 48). Their 

children, however, have taken strongly to the idea of: mass customisation 

(Pine and Gilmore, 1999, p. 72). In all sorts of:markets, customers soon will 
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.(if they have not already) be able to describe exactly what they want, and 

suppliers will deliver the desired product or service without compromise or 

delay by providing individualised services using computer and Internet 

technologies. Poon (1993) calls this process diagonal integration. 

Slywotzky (2000, p. 40) calls interactive, on-line systems that allow 

individual customers to design their own products by choosing from a menu 

of attributes, components, prices and delivery options a choiceboard. He 

makes the point that the choiceboard changes the customer from "a passive 

recipient to an active designer" of their purchase (2000, p. 40). The Cyber 

kids may have already progressed from their Mattel "My Design Barbie" 

dolls to their first customised Dell computer systems, both built to their 

personal specifications after being chosen on-line via a choiceboard. This is 

supported by Internet research organisation Jupiter Communications, who say 

that purchasing online has been growing as a trend; up to 67 percent of 

thirteen to eighteen-year-olds and 37 percent of five to twelve-year-olds in the 

US have researched or bought products online. Jupiter estimates that the 

Generation Y impact on e-commerce will be $1.3 billion in 2002 (Liu, 1999). 

Cyber-kids are used to being in control of their purchases, and will want to 

remain so. The CEO of online magazine Alloy.com, Matt Diamond, is 

quoted by Lessley (sic) Anderson (1999) speaking about Gen Y's reaction to 

his publication: 

http://Alloy.com


"At first we had a what's hot and what's not column, and 
they reamed us for telling them what was hot. Now we 
let them tell us." 
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"'Bred' on the web, these kids are informed and marketing-shrewd," 

according to Morgan and Pritchard (2000, p. 161). When they buy, they 

don't just wander into the nearest store, they research the product and brands, 

often using the Internet, or by e-mailing each other. Not for this generation is 

the mass tourism ofi old; they will expect mass customisation in their travel 

purchases, just as they do when making other purchases. Masters claims that 

"one message is clear: more than any preceding generation, the 'Ys' crave 

individuality - the personalised approach." (in Smith, 2000, p. 1) 

5.5 The working woman and the dual-income family 

"Baby-boomer" women are more likely to have worked outside the home 

than their mothers, especially after marriage. Their Gen X sisters and Gen Y 

daughters consider paid work a right and an obligation, not a privilege. 

Schiffman and Kanuk (1994, pp. 468-9) have identified working women as an 

increasingly large (and growing) market segment. Working women spend 

less time shopping than non-working women; they are also more likely to 

shop during evening late-opening shopping times, on the weekend, and use 

catalogues to buy, given the "time economy" ofi these methods (Mowen, 

1995, p. 662; Schiffman and Kanuk, 1994, pp. 468-9). Dual-income families 

spend similar amounts on food to single-income families, but spending on 

discretionary items, such as services is much higher when the wife works 
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(Mowen, 1995, p. 661). Women have become one of: the Internet's most 

sought after markets, according to the Microsoft Network (MSN), as they are 

one of: the fastest growing user groups, and are brand loyal (Reuters, 1999). 

The after-hours accessibility of: Internet merchants is likely to be a major 

reason for working women to use electronic commerce. 

US figures (Mowen, 1995, p. 661) show that between 1990 and 2000 the 

household segment projected to grow fastest was married couples with no 

children living at home. This is mainly due to Baby-boomers who are 

"empty-nesters"; the household segment with the greatest buying power is 

childless couples 45 to 64 - the peak earning years. However, it is also in 

part due to the decline in the birthrate amongst younger women. The overall 

birth rate in Australia was 1.85 in 1994, and by 2000 it had dropped to 

approximately 1.73, according to a paper published by the Centre for 

Population and Urban Research at Monash University (Horin, 2000, p. 3). 

Merlo and Rowland (in Horin, 2000, p. 3) say that about 20% of: Australian 

women aged between 20 and 25 in 1996 will never have children, about 

double the rate for women who were born in the 1940's. Australia's birth 

rate, however, is still higher than in some European countries, including 

Germany (1.3), Italy (1.2) and Spain (1.1) (Gunn, 1999, p. 22). Marriage and 

child bearing is also being delayed for those who do decide to have a family. 

Mowen's US figures (1995, p. 662) give the average age at marriage for a 

male in 1966 as 22.8 years. By the late 1980's this had risen to 25.8 years. 

For women, the equivalent ages were 20.5 and 23.6. The decision to delay or 
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forgo marnage and child bearing is often popularly attributed to "young 

women (who) forge high-powered careers, develop a taste for overseas 

holidays and Italian shoes, and ignore the ticking OD their biological clock 

until it is too late" (Gunn, 1999, pp. 19, 22) however, many women are 

actively choosing not to have children (Gunn, 1999; Horin, 2000). They want 

to feel in control OD their lives. The increasing number OD childless couples, 

and those who are single either by choice or due to such social changes as 

divorce, means that the average household is becoming much smaller 

(Mowen, 1995, p. 662), which changes demand patterns for all types OD 

products and services. In the case OD tourism, the changing lifestyles and 

changing demographics have created a demand for more targeted and 

customised holidays (Poon, 1993, p. 11). 

5.6 Lifestyle changes lead to changes in demand 

The generational changes outlined in the previous section mean that 

consumer behaviour is changing over time, as attitudes to work, leisure, 

technology and purchasing are different for Generations X and Y than their 

parents. Richards comments (2000, p. 125) that the relationship between 

leisure and work in the industrialised world is not just changing in terms OD 

the quantitative distribution OD time devoted to certain activities, but also in 

terms OD the values which are attached to the concepts. The sharp distinctions 

between work and leisure that have defined Western capitalism may be 

disappearing (Richards, 2000, p. 125), and many people are developing an 
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interest in so-called post-material values, rather than material acquisitiveness 

(Mackay, 1999a). It is interesting to note that whilst there are some overall 

trends in this area, there is also the movement of individuals towards 

membership of sub-cultures, as Swarbrooke and Homer (1999, p. 221) 

suggest: 

"Post-modernism represents the end of the structured and 
ordered state of society and signifies the replacement of 
the belief in progress based on scientific rationality by an 
emphasis on choice, the plurality of ideas and 
viewpoints." 

Many authors have identified that the pace of life is increasing m the 

industrialised world (Mackay, 1999a; Hewett, 1999; Richards, 2000; 

Sullivan, 1999; Long, 1999, p. 18). Sullivan (1999, p. 1) writing about James 

Gleick's book "Fstr: the acceleration of everything" (sic) cites examples of 

workers no longer taking coffee breaks; where a broken "close door" button 

is the most common fault in elevators; and fast food restaurants implementing 

express lanes. Gleick calls it "the plague of hurry sickness". Rosenfield 

(2000, p. 18) writes of "overload and stress" being seen as a part of normal 

life. Dann (1981, in Fluker and Turner, 2000, p. 2) suggests that factors such 

as the desire to escape from a busy work life may create a motivational 

"push" for a travel experience. From a consumer behaviour standpoint, this 

points to a trend of purchasing based on experiential self indulgence 

(Rosenfield, 2000, p. 18) to compensate for the "busyness" of modem life. 

Such shifts are common across Western countries, and Mackay (1999a) 
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suggests that "whatever the cause, the signs point to a culture shift in favour 

of experience as a personal frame of reference." 

The traditional view of consumption has been that of mass-produced products 

demanded at a low price. In the travel and tourism industry this equates to 

the development of mass-market package tour products based on realising 

economies of scale (Swarbrooke and Homer, 1999, p. 221). However, what 

we have come to understand as 'modem' tourism is beginning to be replaced 

by a "more fragmented and defuse 'postmodern' or 'postindustrial' form of 

tourism consumption" (Richards, 2000, p. 124). Postmodemism is concerned 

with "lived expenences and fragmented realities, spectacles and 

visualisations", and emphasises "culture over economy, and consumption 

over production" (Venkatesh et al., 1993, p. 217). Tourism is developing into 

a series of "tourisms" (Parrinello, 1993, p. 239): the search for novelty and 

alternative experience is emphasised as the consumer becomes more 

discerning and sophisticated (Ioannides and Debbage, 1998). Go et al. (1999, 

p. 13) note the growing individualisation and market power of the consumer. 

Post-industrial societies are characterised by a dominant service sector, and 

the production of knowledge. Technology, information, the speed of change 

and a projection towards the future are all commonly accepted as features of 

post-industrial societies, according to Parrinello (1993, p. 238). Whereas in 

the recent past, tourism expansion was driven by the broadening of 

participation and universal access to leisure time, post-industrial tourism 

relies more on growth in specific areas: niche markets, short breaks and 
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second or third holidays (Richards, 2000, p. 132; Hewitt, 1996; Jones, 1998; 

Swarbrooke and Homer, 1999, p. 260; O'Sullivan and Spangler, 1998, p. 

100). These follow along more personalised lines and adapt to the new 

awareness OD nature and self1 as well as the search for new forms OD 

subjectivity and old and new forms OD culture (Parrinello, 1993, p. 239). 

Bloch et al. (1996, p. 2 cited in Go et al., 1999, p. 13) state that: 

"Consumers wish for more frequent, but shorter travel, 
last minute reservations, global advice, service quality, 
market transparency, and a certain self~service mentality 
- eg. 'modem' travellers begin to gather recreational 
micro-services on their own and form their customised 
holiday package. This leads to an elimination OD non 
value-adding stages ( ... but particularly non value-adding 
players) in the tourist service systems." 

This suggests that a different type OD tourism, and therefore a different type OD 

tourist, is emerging. 

According to Parrinello, (1993, p. 243) "it 1s a well-established fact in 

industrial and post-industrial countries that the consumption OD tourism 

follows its own particular pattern, which is quite different from those for 

other consumer goods. At a certain level OD discretionary income, there are 

non-economic variables that intervene." Richards (2000) quotes research 

from the US (Godbey, 1997) and the Netherlands (Lampert, 1998) that point 

towards a division in leisure consumption styles between the economic 

"haves" and the "have-nots". Similarly, Schiffman and Kanuk (1994, p. 402) 

have found the choice OD recreational and leisure time activities to be closely 
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related to social-class. This is because the way people at different levels of: 

economic well-being view their world leads to differences in consumption. 

Those people from a lower socio-economic background focus more on the 

present and the past, are concerned with the security of: their family and 

themselves (Mowen, 1995, p. 764) and "are more traditional, and undertake 

far more of: their leisure in and around the home" (Richards, 2000, p. 130). 

These people are comfortable with the value afforded by mass tourism. 

In contrast, the middle classes tend to focus on the future, are self: confident 

and take risks, believing that they are in _control of: their own fate. These 

people have economic power, and tend to work longer hours seeking a 

"stimulating, exciting life through career development and intensive leisure 

activities" (Richards, 2000, p. 130). Typical of: these tourists is a group 

identified by Sharpley (1996, in Swarbrooke and Homer, 1999, p. 221) as the 

"petit-bourgeous", who seek experiences that were previously only on offer to 

the upper classes, but at a more affordable price. These well educated, often 

two-income families are leading a split in the middle class as they move 

upwards, creating a fractured economy (Mowen, 1995, p. 758). These "New 

Tourists" exhibit different behaviour patterns than mass tourists; they require 

a much more individualist approach, with more variety and quality. Tourists 

now want experiences and personal challenges as opposed to the 

accumulation of: possessions, quality over quantity, uniqueness and inner 

satisfaction in their purchases (O'Sullivan and Spangler, 1998, p. 84; 
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Mackay, 1999a). Thus, the "post modem" tourist may well remove the 

impetus for mass-market standardisation in tourism services. 

In Australia, almost one-third ofi the full-time workforce - and halfi ofi all 

managers and professionals -now work 49 hours per week or more (Long, 

1999, p. 18). Consistent with this, Jones (1998, p. 2) found that there is a 

trend away from long trips towards a preference for several short breaks 

throughout the year, increasing the demand for leisure facilities close to 

source markets. These "extra" holidays are likely to be more active and more 

specialist in nature; they can be seen as intense short leisure experiences as an 

antidote to everyday life (Swarbrooke and Homer, 1999, p. 260; Poon, 1993, 

p. 18). "This has been reflected in the success ofi close-in artificial 

environment resorts in Europe (95% +/- occupancy) while some long haul 

resort products are in difficulty" (Jones, 1998, p. 2). An example ofi this is 

the "Short Breaks" program offered by Tourism New South Wales; the 

advertising tag line is "Within three hours. Within three days" (Tourism 

NSW, 2000) - in other words, a destination within three hours drive ofi 

Sydney, where one can have a short break vacation. The increasing 

propensity to short-break holidays and the rising number ofi affluent "Baby

boomers" who own their own weekenders is pushing a trend to the extended 

weekend in Australia (Macken, 2000, p. 9). In addition to the short break 

trend, Jones has also identified a counter trend towards high yield and 

extended vacations, which are purpose driven by education, wellness, or other 

forms ofi programmed selfi-improvement. Some authors (Dowling, 1997) 
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suggest that all tourism is either mass tourism, or "alternative" ( or 

specialised) tourism. Richards suggests that it is therefore likely that the 

postindustrial tourism market will be polarised between the cut-price, mass 

market product and more individual luxury holidays (2000, p. 130). 

5.7 Who is the "New Tourist"? 

In 1993, Poon foresaw a changing type of tourism that she identified as 

coming about from two internal forces of change - new consumers and new 

technologies. She identifed a new consumer of travel and tourism services, 

as described above, whose previous travel experiences had made them more 

conscious of quality, more confident, independent and who demanded 

flexibility in their arrangements. The idea of mass tourism was not appealing 

to these "New Tourists"; for them it is the opportunity to engage in 

experiences that motivates leisure travel. In comparison, for Poon's "old" 

type of tourist it mattered less where they went, rather that they had been, and 

could prove it to others with their winter suntan, destination t-shirt or slides 

and home movies (Poon, 1993, pp. 9-11). This section will compare the 

requirements of both types of tourists in terms of the product and also its 

delivery. (Refer to Fig. 5.1 on next page) 

"New Tourists" want their vacation to be an extension of their life. They 

prefer to experience "something different". As Ross (1999, p. 85) puts it 
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"being sentenced to a week at a resort would see many climbing the walls". 

"New Tourists" are more interested in experiences, and for many people this 

means active pursuits such as scuba diving (in safety cages) with great white 

sharks, whitewater rafting, trekking, or kayaking near the North Pole (Petty 

1999c ). Many of these activities are undertaken in destinations that are not 

part of the usual tourist trail. Ross (1999, p. 85) quotes Kevin Deacon, 

director of Sydney-based Dive 2000 - "You have to remember that a lot of 

the adventure travel around now is the stuff we used to watch documentaries 

on, in places that were inaccessible." In 1998 Deacon was also part of the 

Figure 5.1 Old and New Tourists Compared 

Adventurous 

(Adapted from Poon, 1993, p IO; Jones 1998, p7; Jefferson, I 995) 
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first recreational dive off Antarctica. Divers from all over the world paid 

$A10,000.00 each. "People come back tired but revitalised. They feel like 

Jacques Cousteau." (Ross, 1999, p. 85). That tourists are becoming much 

more adventurous about where they travel is confirmed by World Tourism 

Organisation figures (Adamson, 2000). Jones (1998, p. 2) found that 

traditional travel patterns have started to change from a Northern Hemisphere, 

Atlantic dominance to an Asia-Pacific and Southern hemisphere dominance. 

(Refer to Figure 5.2) Destinations such as Australia and the Pacific, Indo

China, Mexico, Central and South America, the Middle East, North Africa, 

and Eastern Europe are becoming more popular than the traditional European 

and North American destinations (p3). For example, comparing 1999 arrivals 

numbers over the previous year, travel to the Middle East is up 17 .5%; to 

Argentina up by 22.8%; to East Asia and the Pacific 7.5% and to Africa 9% 

(Adamson, 2000). 

Figure 5.2 Changing Travel Patterns 

East-west flows North-south flows 

Travel barriers Free trade 

(Adapted from Jones, I 998.) 
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Some countries experienced large growth in percentage terms as they became 

safer, better marketed, or were "discovered" by people willing to take a little 

more risk, according to Adamson. The trips themselves are becoming 

shorter, and have a multi-activity orientation; for example an itinerary that 

includes many cultural aspects ofi a destination, rather than a simple beach 

holiday. Eco-tourism (so-called "green" tourism) continues to be popular 

(Swarbrooke and Homer, 1999). These all fit with the concept ofithe "Baby

boomers" looking for new destinations further from home, and tourists in 

general looking to take more experiential trips. 

Vacations are becoming more than ~ust an escape, because seasoned 

travellers are bored with the standardised, overcrowded environments ofi 

traditional tourist destinations, and being processed through an impersonal, 

non-interactive system according to Poon (in Gillespie, 2000). The new 

consumers want to learn new experiences, to interact with the community, 

and to learn about and appreciate the destination at more than a superficial 

level, to be involved participants, rather than passive consumers. New forms 

ofi tourism that are targeted to consumers' individual needs and special 

interests can replace one-dimensional tourism (Refer to Fig. 5.3, p.88). 

Swarbrooke and Homer (1999, pp. 257-262) listed types ofi experiential 

holidays that are becoming popular, or are expected to within the next few 

years. They include: 

1. Holiday resorts that "stretch your mind and change your life" 

2. Political travel 

3. Volunteer vacations [Eg. working on ecological projects in National 

Parks (Gillespie, 2000), on archaeological digs, or with famine-reliefi 

organisations] 

4. Staying with an ordinary family in another culture 
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5. Ethical holidays 

6. Cruises aboard freighter or sailing ships 

7. New ways to visit old destinations - new, off1-beat experiences 

8. Virtual reality and fantasy tourism 

Gillespie (2000) also mentions educational travel, for example learning a 

foreign language whilst being immersed in the culture ofi the country at the same 

time, and cooking schools. Visiting sites that were used for film or television 

locations is also growing (Riley et al., 1998). 

Quality and value for money are a premium for the "New Tourist". Unlike their 

predecessors, they are spontaneous and unpredictable (Poon, 1993, p. 12), 

hybrid in nature and do not consume along "linear predictable lines" (sic). The 

hybrid consumer may want to purchase different tourism services in different 

price categories for the same trip. For example, a traveller may choose to fly in 

economy class on a discount airline, but use the money saved on the fare to pay 

for a deluxe room in a luxury hotel chosen because ofi its specific location, or 

ambience. Another example is renting a luxury or sports car to drive on their 

short break. This fits with the concept ofithe "petit-bourgeois" tourist identified 

by Sharpley (1996, in Swarbrooke and Horner, 1999, p.221), who wants to 

experience those things previously available only to the rich, even ifi only for a 

day or two. The "New Tourist" feels the need to be treated as an individual, and 

to feel a positive interaction with their physical and social environment. 
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Most importantly, the "New Tourists" want to feel that they are in control of 

their own decision-making. Many believe that travel agents are biased in the 

products they sell (Buhalis, 1998, p. 416), and where preferred supplier 

agreements exist, this is indeed true. If the client wishes to travel to an unusual 

destination (Wheeler and Wheeler, 1998), or to buy a specialised product, they 

may in fact be more knowledgeable than the travel consultant serving them. 

This has led to a perception that agency staff merely manage information and 

make bookings, rather than provide knowledge, or add value in other ways. 

(Refer to Appendix 3 Wheeler and Wheeler) Being a busy person, the "New 

Tourist" may find travel agency opening hours restricting, particularly if they 

have to visit during their lunch period. Being better educated, and more likely 

to own a computer (Refer to Section 7. 6) they may have booked a short break 

using one of the "no frills" airlines, or even with a "last minute", on-line travel 

agency. 

It is important to note that there will remain a group of "unchanging tourists", 

those who prefer the value offered by mass-produced tourism products 

(Swarbrooke and Homer, 1999, p. 260). It is likely that these people will be in 

the lower socio-economic groups, or from newly emerging markets as suggested 

by Richards, whilst the "New Tourists" will be better educated, time-pressured, 

middle-class people of the industrialised countries (2000, p. 130). 
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Figure 5.3 Examples of "Old" and "New" Tourism Products 

Sensitive environments, likelftope Envirnnments designed to cope with 

Fully packaged tours OptionaFprograms, flexibility 

"Processing the numbers" Individuality,. mass customisation 

(Adapted from Jones, 1998, p7; Poon, 1993, p IO) 
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5.8 Emerging markets 

There is another group of consumers who are likely to use mass tourism, and 

Jones describes this as both a blessing and a blight (1998, p. 2): 

"There is a new mass tourism 'wave' that is arising from 
developing Asian economies and less restrictive travel 
constraints in the region. To a lesser extent this type of pent 
up demand is also becoming evident in Eastern Europe." 

Roberts (1998) suggests that the growing prosperity of the middle classes of 

India and China will soon lead to important outbound markets. Jones agrees, 

and also includes much of the rest of Asia, plus Brazil, Indonesia, Argentina, 

and Mexico in this group of new tourist generating regions. In Europe and 

America where most of the world's tourists come from numerical growth will 

slow down, but the largest group of travellers will be retired Baby-boomers, 

with more time on their hands. This will influence demand for the type of 

holidays- for example, less skiing, and more walking tours and art tours 

(Roberts, 1998). 
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5.9 Summary: Changes in the way consumers want to make their 

purchases 

Poon (1993, p. 18) has set forth the conditions that she believes are required for 

the "New Tourism" to exist. From a supply-side point of view, flexible travel 

arrangements that can be created at a cost comparable with mass-produced 

holidays need to be available. This means that production of travel and tourism 

related services need hot be dominated by scale economies alone, but tailor

made services are produced while still taking advantages of scale economies 

where they apply (Eg. bulk purchasing, yield management). Such production 

however, should be demand driven (Eg. mass customisation, See Section 9.3), 

as these consumers look at the environment and culture of the destinations they 

visit as a key part of the holiday experience. The products are consumed on a 

large scale by people who are more experienced travellers, more educated, more 

destination oriented, more independent, more flexible, more "green. 

Experienced travellers are likely to see lower risks in purchasing tourism 

products, and therefore their information search and purchasing behaviours may 

be different to tourists of the past. The major difference that becomes evident is 

that no matter which age cohort they are from, they want to be in control of 

their purchases. "Baby-boomers" will not retire to be the passive, unwell 

elderly their parents were. They will continue to require individualised, quality 

service from their tourism providers. Those "New Tourists" who are from 

Generations X and Y, and thus more familiar with computer technology, may 

conduct their search over the Internet, relying less on travel agents. Working 
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women have less time to spend shopping, so they tend to make their purchases 

outside of traditional shopping times, including evenings and weekends, for 

which electronic commerce also has advantages. The following chapter will 

discuss in detail the numerous changes in tourism distribution that have come 

about, both due to technological changes, and these changes in society and 

culture, and the impacts of these alternative distribution channels on the 

business of travel agencies. 
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6. DISINTERMEDIATION 

6.1 Introduction 

Disintermediation is a simple concept. According to Evans and Wurster (2000, 

p. 69): 

"When the original supplier of: goods and services and the 
ultimate consumers can deal directly with each other, the 
intermediary has to make a new case for his continued 
existence." 

Pine and Gilmore (1999, p. 11) further suggest that service intermediaries are 

more likely than manufacturers to face disintermediation, and in fact over the 

past decade, travel agencies have felt that their traditional place as the major 

intermediary in travel and tourism distribution channels has been eroded. It has 

been suggested (McMahon, 1996, p. 4) that disintermediation in the tourism 

industry could mean the complete demise of: retail and wholesale travel agents, 

as consumers increasingly deal directly with principals. Much of: this 

speculation has been fuelled by the growth of: the Internet and electronic 

commerce, however the concept of: disintermediation refers to any direct dealing 

system, although technology can and does assist it. 

The issues discussed in Chapter 6 are those at the heart of: this thesis. Cost 

reduction and customer retention strategies by all major tourism industry sectors 

have tended to concentrate on the area of: distribution, and when combined with 

the impact of: electronic commerce, and changing demand patterns, many 
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principals have questioned the long-term relevance 0£ the travel agent as a 

necessary part 0£ the distribution channel. In particular, the impacts 0£ 

commission capping and cutting, direct selling by principals, strategic alliances, 

competition from a new breed 0£ on-line intermediaries and electronic ticketing 

will be covered. The chapter will end with a discussion about a remedial 

strategy commonly used by travel agencies in the USA - the introduction 0£ 

service fees, and the concept o£becoming an agent for the consumer, rather than 

for the principal - and whether this is appropriate for Australian agents. 

6.2 What is disintermediation? 

Disintermediation is a relatively recent term that refers to the removal 0£ 

organisations or business process layers responsible for intermediary steps in a 

given value chain, or distribution channel (Mougayar, 1997, p. 46;Power, n.d.). 

Both Evans and Wurster (2000) and Palmer and McCole (1999, p. 34) show 

that bankers used the term in the 1970s and 1980s to describe how securities 

markets displaced corporate banking and how money market funds captured a 

large portion 0£ deposits from retail banks. In this style 0£ disintermediation, a 

new competitor typically attacks the established intermediary by offering 

greater reach and less richness. They do this by focussing on customers who are 

hard to reach or customers who place less value on the richness provided by the 

traditional intermediary (Evans and Wurster, 2000, p. 70). 
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Richness refers to the quality of information, as defined by the user - accuracy, 

customisation, relevance, security and so forth. On the other hand, reach means 

the number of people who participate in the sharing of information (Evans and 

Wurster, 2000, p. 23). There is a trade-off between richness and reach, and this 

is based on the existence of information channels, which implies that some 

people have privileged access to the information, whilst others do not. This is 

referred to as the asymmetry of information (Evans and Wurster, 2000, p. 23). 

In the absence of a level playing field, intermediaries arise to assist consumers 

to deal with informational asymmetry (Palmer and McCole, 1999, p. 37). 

However, "eliminate the richness/reach trade-off, make the ·channel universally 

accessible, and the asymmetry collapses ... digital networks are now making it 

possible for very large numbers of people to exchange very rich information." 

(Evans and Wurster, 2000, p. 29). 

There are a number of reasons why principals would be interested in 

disintermediating their distribution chains, however market efficiency, cost 

reduction, and the better distribution of surpluses are the most commonly given 

reasons. Middlemen who merely provide an information exchange function and 

do not add value to the product or service are prime candidates to be 

disintermediated (Palvia and Vemuri, 1999; Power, n.d.), as their product 

offering becomes a commodity. Low involvement purchases that do not require 

expert sales advice, such as point-to-point domestic airfares, or overnight 

accommodation are examples of this. 
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In many cases ot disintermediation, the product offering is a low cost version ot 

the original product or service. Evans and Wurster (2000, pp. 70-71) point out 

that this is a different value proposition to the original product, and not 

necessarily a better one. It may not destroy the established intermediary, but it 

does re-segment the market. Frequently this type ot disintermediator expands 

the market by addressing the needs ot some previously ignored but significant 

group otcustomers (pp. 70-71). The proliferation otlow fare, "no-frills", direct 

booking airlines during the late 1990's is a case in point. It is worth noting, 

however, that the "untouched segment" left after the disintermediator has 

created his new segment is often the highest-margin business (Evans and 

Wurster, 2000, p. 93), which gives the intermediary other business opportunities 

to pursue.· This opportunity will be discussed in Chapter 8. 

What is new, however, is the nature ot disintermediation that is driven by the 

"new economics ot information" and its speed and impact on existing 

intermediaries (Evans and Wurster, 2000, p. 70). Information technology 

can allow new players to offer greater reach and greater richness 

simultaneously (p. 93). Disintermediation happens because the technology 

permits more rich information to be delivered to consumers directly, and this 

allows for product customisation (Power, n.d.). Palvia and Vemuri (1999) 

found that "electronic commerce provides a costless and fast alternative to 

(the) coordination, communication and exchange functions" ot 

intermediaries. According to Evans and Wurster (2000, p. 94), this also 

happens because technology permits such a thorough deconstruction ot the 



old value chain that "new combinations of free-standing players can match 

the capabilities of the vertically integrated business model". In other words, 

disintermediation using information technology does not resegment the old 

business model - it destroys it. According to Evans and Wurster (2000, p. 

96), the losers in this new game of disintermediation will be players that may 

have been competitive in aggregate, but not in any one piece of a 

deconstructing value chain. By this, they mean that any intermediating 

bu~iness could be vulnerable if it has what might be called 'department store 

logic': one-stop shopping, cross-selling, cross-subsidies, all anchored on a 

supposed 'relationship' with the customer. Such businesses are especially 

vulnerable if the business system needs volume to cover high fixed costs, 

since a small loss of volume could mean a catastrophic decline in profits. 

Small, independent travel agencies that have traditionally provided "one

stop-shopping" convenience, a wide product range, and have operated on low 

margins will be obvious losers if Evans and Wurster's predictions are 

correct. On the other hand, the winners will be the players who are good at 

one thing, or most precisely, the smaller number of things that define 

advantage in a deconstructed business definition; specialists. 

96 

Much that is currently written in the popular press about the impact of the 

Internet and e-commerce assumes that online transactions will totally replace 

existing businesses. It is further assumed that broking or agency-type 

businesses in particular are likely to disappear in the near future (Negroponte, 

n.d. cited in Marshman, 1997b ). An advertisement for the e-commerce column 
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of Business Review Weekly, for example, shows the Yellow Pages telephone 

directory open to the travel agent section. Both pages are blank. Wardell 

(1998, pp. 42-43) speaks of "Internet hysteria" and that "opinions as to its 

significance for travel agency operations are usually extreme." The reality, of 

course, is that the impact of e-commerce and e-business is complex and affects· 

many aspects of life, including travel. It is indeed true that many suppliers and 

customers are beginning to question the value offered by traditional distribution 

channels. If the same product can theoretically be obtained directly from the 

supplier, then an intermediary is no longer adding value for the purchaser. 

Conversely, if suppliers are able to connect directly with consumers and shorten 

the traditional value chain they used to depend on, it is theoretically possible to 

get rid of the perceived inefficiencies of the current structure, and reduce their 

costs. However, the Service Management Interest Group at Harvard Business 

School who have developed the concept of the "service profit chain", make the 

point that there is great difficulty in measuring the effectiveness of value added 

for service products (Jones, 1997, p. 289). In addition, Go et. al., (1999, p. 17) 

suggest that the tourism sector has been slow to adapt to the changing needs and 

expectations of consumers, and in particular to understand that the various 

tourism industry vendors cannot be neatly separated, but rather that they 

increasingly function within a chain of economic transactions. 

O'Neil-Dunne (1999, p. 12) suggests that distribution channels in tourism "are 

now fragmented permanently and cross-channel conflict has become a feature 

of the environment." On the other hand, there has always been a significant 
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share of customers who telephone airlines or other suppliers directly, visit ticket 

offices and generally assume an active role in the travel planning process. The 

online sales process takes this a step further, however, and demands that the 

customer assume the central role as selector of services, the arbiter of decisions 

and implementer of reservations; also that they will assume greater 

responsibility and take on added work in exchange for self-determination and 

greater control (Wardell, 1998, p. 45). Also implicit in this argument is the 

view that customers generally are somehow dissatisfied either with the travel 

process as a whole, or with their travel agents (Wardell, 1998, pp. 45-48). 

6.3 Disintermediation in the travel & tourism industry 

"The business of owning and running travel agencies is 
under threat worldwide as travel principals - primarily 
airline and hotel companies - find other ways to distribute 
their product." 

(Bailey, 2000) 

Compared with most other industries, tourism suppliers (airlines in particular) 

have suffered from high distribution costs, mostly due to the high level of 

human interaction and extensive paperwork necessary in the transactions 

(Travetrade, 1998b, p. 8; Tyler, 2000, p. 83). These costs include in-house 

reservations staff, reservation fees imposed by Global Distribution Systems 

(GDS), travel agent commissions and the cost of producing and processing 

paper tickets. GDS charge the airlines a fee, usually US$3.00 per sector 

booked. In some cases the fee is charged even if the sector is subsequently 

cancelled. Such costs can add up to 2 or 3% of the total ticket price (Merrill 
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Lynch, 1999, p. 3). According to Levere (1997), Andersen Consulting has 

estimated that distribution expenses for airlines account for as much as 25% of 

the total price of a ticket, and commissions, in particular, represent half of all 

distribution costs. A Merrill Lynch report (1999, p. 2) also pointed to the 2% -

3% fees charged by credit card companies when the airfare is paid for using 

their card, particularly as credit cards are used for 80% of air ticket purchases. 

Tyler (2000, p. 84) gives the example of British Airways, where distribution 

accounts for around 18% of the total annual costs of £8.5 billion. It has been 

estimated that in 1998 Qantas Airways paid out a total of about $A 700 million 

to third-party distributors of passengers or freight (Harbison cited in Saville, 

1999). Other costs, such as fuel, are hard for the airlines to control, but they can 

control commissions. 

The solution, it is argued, is to reduce costs at all accessible levels of the 

distribution system through disintermediation, and through direct compensation 

or commission cuts where these can be rationalised. Wardell (1998, p. 51) 

suggests that not only retail travel agents and wholesalers, but also GDS's have 

not articulated their value to the marketplace, and in the light of technological 

advances such as the Internet, are especially vulnerable to disintermediation. 

By providing flight information online, carriers can reduce calls to their toll-free 

numbers, and decrease reservations staff. If passengers book and pay directly 

over a website, there is no travel agent commission and GDS fees are also 

saved. However, if travellers use an online agency, GDS fees still apply and 

some agency commission will be payable. "It is estimated that on average 

airlines can cut their distribution costs by around 50% by developing ( direct) 
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online booking," according to Tyler (2000, p. 84). Travel agents have 

traditionally depended on the commission from the sale of airline tickets as their 

main source of revenue, and the support from airlines as their right. In an 

interview with Traveltrade (Marshman, 1997c) then President of AFTA, Byron 

Roberts was quoted as saying: 

"Previously everybody thought of the back-up of airlines, 
including things such as AD tickets*, brochures, timetables 
and marketing as part of the airline's cost of doing business. 
But today it would appear the airlines regard those as costs 
of distribution directly attributable to travel agents ... 
United's Chairman Gerry Greenwald said cost control was 
a meaningless term if it didn't apply to commissions as well 
as everything else." 

High distribution costs have led to two recent and major changes within the 

tourism distribution system - the growth in numbers of passengers booking 

directly with principals (which principals are aggressively promoting), and the 

reduction in the amount of commission that principals are willing to pay to 

intermediaries (Ansett, 1999). A 1997 resolution substituted the word 

"remuneration" for "commission" in IA TA rules, opening the way for changes 

in the way airlines paid agents (McCarthur, 1997). Roberts (in Marshman, 

1997c) felt that "it is becoming obvious that airlines see agency costs as the 

easiest to cut because it is easier to administer pain externally." Whatever the 

reason is, it is tied up with the airlines' attitude that travel agencies add little 

value to the airline product (Buhalis, 1998, p. 416). 

• An AD ticket is a discounted ticket for travel agent's personal use. 
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6.3.1 Commission reductions and caps 

In the 1970's there was an airline ticket office on many downtown street comers 

in big cities. The airlines gradually withdrew from the retailing of tickets, 

passing the job off to travel agents whom they paid 10% or so to process tickets. 

It was an economic decision; outsourcing the work to lower paid travel agents 

who replaced the airlines' often-unionised staff. Now it is the travel agents that 

are being replaced, as airlines start their own direct sell web-sites where 

travellers buy electronic tickets (Leibovich et al., 1999). David Swierenga, the 

Chief Economist for the International Air Transport Association has said that 

"clearly the Internet is the low-cost method of distribution. When you do the e

tkt (sic) it's the customer's computer talking to the airline's computer. No 

people involved." (Leibovich et al., 1999). 

The cost of processing a ticket online is estimated by the industry at about 

$US 1. That can be as much as 85% cheaper than using an agent or some hybrid 

of agent and computer reservations system. Not only can the Internet lower 

costs; it can also raise revenues, and is allowing airlines to fill seats that 

otherwise would be empty when the plane takes off. Commission cutting has 

become a worldwide phenomenon, and it would be impractical to attempt to 

catalogue each and every commission movement in the industry over the last 

five years, therefore what follows is a cross section of examples from around 

the world. 
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The Australian Experience 

An Australian Bureau OD Statistics (ABS) study in 1998 found that average 

travel industry profit (before tax) was 2%. AFTA was concerned that their 

members seemed to be "caught in a spiral between declining revenues and 

increasing costs" (Lenthen, 1998, p. 2T), and in 1998 it was predicted that as 

many as 600 OD Australia's 4,800 agencies would close their doors over the 

following two years. In fact, recent figures show that the number OD travel 

agencies in Australia has continued to grow at around 2% per annum despite 

thinning margins and uncertain trading conditions. Although more agencies 

entered the market in 1999 than left it, a large number OD established agencies 

failed to trade profitably in the financial year 1998/9, according the Travel 

Compensation Fund (TCF) (Petty, 1999; 2000). The increasing costs were 

mostly identified as coming from the need to implement new technology in their 

businesses, and "squeezed" commissions (Lenthen, 1998b, p. 2T; Marshman, 

1998b, p. 9), although the largest single expenditure item for the industry 

continued to be labour costs (ABS, 1998, p. 7). This was especially the case for 

retail agencies, where labour costs accounted for 39% OD expenditure (ABS, 

1998, p. 7). Travel agencies in Australia tend to be small businesses - in fact, 

businesses employing fewer than twenty persons comprised 97% OD all 

Australian travel agencies at the end OD June 1997, whilst 61 % had five stafD or 

fewer (ABS, 1998, p. 3). These small businesses accounted for 45% oDthe total 

income OD all businesses in the travel industry. 
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In the 1996-97 financial year, total commission income for Australian retail 

travel agents was $Al,980 million, and 65% ot this was in the form ot 

commission on air ticket sales (ABS, 1998, p. 6) (Refer to Figure 6.1). This 

remuneration system was appropriate in the past, when yields were much higher 

(Travetrade, 1998b, p. 8). High yields encouraged a culture ot discounting, and 

now that commissions were falling, many agents became trapped in a price

driven market ottheir own creation. 

Figure 6.1: Average Travel Agency Commissions in Australia 1996-97 

(SOURCE: A.B.S. 1998, p. 6) 

Ansett Australia was the first local carrier to attempt to cut commissions, with 

CEO Rod Eddington claiming that their distribution costs amounted to 

"somewhere between 15 and 20 per cent ot total airline costs" (Marshman, 

1997c, p. 9). Agents were notified that domestic commission would drop from 

5% to 4% from 1st May, 1997. The other Australian domestic airline, Qantas 

Airways, did not match the move (Marshman, 1997a). An AFTA survey ot 

3,700 travel agents on their attitude to Ansett's proposed commission cuts found 
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that 91 % said they would sell Qantas in preference, and 61 % also said that they 

would encourage international travel instead, where commission levels are 

higher ("Nine of: 10 Agents ... " 1997, p. 1). There was talk that retailers' 

reduced earnings could cost one job at every travel agency in Australia, 

potentially adding 4000 travel consultants to the dole queue (Jobs risk alert ... , 

1997, p. l; Cummins, 1997, p. 5). Ansett did not go ahead with the commission 

cut at this stage. 

In mid-1997 Qantas declared itself: "the agents' friend" after scuttling Ansett's 

attempts to cut domestic base commission, but twelve months later they reduced 

commissions themselves, this time on Trans-Tasman routes, from 9% to 5% 

(Carroll, 1998; Traveltrade, 1998a). Air New Zealand had warned that a logical 

outcome of: the Single Aviation Market (SAM) between Australia and New 

Zealand was domestic level commissions on Trans-Tasman (McCarthur, 1997). 

In an interview with Carroll, John Borghetti of: Qantas claimed that the cuts 

were necessary in a very difficult economic climate, and that the airline was 

speaking to AFTA to come up with ideas that could include "helping fund a 

program of: communication and education initiatives for the industry regarding 

some of: the changes we wish to make." He also questioned how long airlines 

could continue to absorb credit card fees when "in fact both parties (ie. carriers 

and agents) benefit... The agenda is very simple - we must reduce our cost of: 

distribution." (Carroll, 1998). 
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Ansett Australia's commercial plan issued in June 1999 clearly outlined "the 

move to direct selling" (1999, p. 5), claiming the average distribution cost per 

ticket to be $US56 using indirect channels (ie. via intermediaries), whilst direct 

distribution was given as $US19. Furthermore, Ansett believed that travel 

agents actually have very little input into choosing the brand of airline flown, as 

graphically shown below in Figure 6.2, and that the airline should be 

positioning itself as the "agent of the customer", possibly as a member of a 

worldwide brand in conjunction with their Star Alliance partners (p. 7). 

Figure 6.2- Who chooses which airline passengers fly with? 
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(Source: Ansett Australia, 1999, p. 5) 
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North America 

Evidence from the United States shows that travel agencies there are also 

experiencing problems; air ticket sales figures from the Airlines Reporting 

Corporation show a steady decline throughout the 1990's for example, and the 

number ofiU.S. travel agency outlets also continues to fall (Bailey, 2000, p. 1). 

The figures are similar for a group ofi non-traditional travel agencies linked to 

the cruise line industry, and studied by the International Airlines Travel Agency 

Network (Bailey, 2000, p. 2). The problems in the United States have been 

firmly placed at the feet ofi travel principals - primarily airline and hotel 

companies - finding other ways to distribute their product, and paying reduced, 

capped or no commissions (Bailey, 2000, p. 1). 

Since U.S. domestic airline deregulation in 1978, commissions had been 

climbing steadily from 4.2% ofi total airline operating expenses in 1978 to 10% 

in 1994. Since 1995, when Delta Airlines decided to cap agents' commissions 

at $US50.00 for U.S. domestic flights, major airlines have pushed hard for 

commission reductions. As a result, US commissions have started to decline, 

dropping to 8.7% ofitotal operating expenses in 1995 and 8.3% in 1996 (Levere, 

1997), and an average ofi 9.2% ofi total revenues in 1995 to 6.1 % in 1999 

(Bailey, 2000, p. 1). An Air Transport World survey (cited in Marshman, 

1997D, p. 4) ofi fifty-four airlines' payments to agents showed that base 

commissions were likely to halve in the following few years due to commission 
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caps. Some analysts forecast that commissions in the U.S. would fall to 3% by 

the end of:2001 (Whyte, 2000). 

Figure 6.3. Airline Commissions paid to travel agents in the U.S.A. 1995-1999 

(Percent of revenue basis) 
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According to the Airlines Reporting Corporation (ARC) which processes travel 

agents' ticket sales in the US, whilst the overall domestic and international 

commission rates paid to agents in the mid-1990's dropped, total commissions 

actually increased due to fare level increases and more passengers. Analysts 

had previously predicted that commission caps would lead to the demise of: 

5,000 US agents - one ninth of: the total number in 1995 - but this did not 

happen. Quite the opposite in fact occurred: at the end of: 1996 there were 

47,286 ARC-accredited travel agents in the US, up over 1 % from 46,765 the 

previous year (Levere, 1997). Significantly however, the growth was accounted 

for by the increase in corporate outlets, which hid the decline in the number of: 
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independent agents by 2-3%. In 1999 however, international fares increased 2% 

but total commissions paid dropped by 8% to $US200 million (Bailey 2000). 

The commission caps and cuts meant that by the end of 1999, many large 

agencies and agency groups, particularly in the business travel market, had 

made deals with their preferred carriers to buy fares at net prices, a luxury not 

available to smaller, independent agents (Jonas, 1999 p. 6). ''For small agencies 

it will be just enough to put a lot of those folks into the red", according to 

Arrington (in Travel Weekly US, 1997b, p. 12). 

To overcome the loss of commission revenue, many agencies have begun to 

charge service fees. Bailey (2000) suggests that in some ways this system 

seems more logical: the traveller becomes more of an agency client, and pays a 

fee for this service, rather than paying a fee to an airline or hotel. Consequently, 

many of these fee-based agencies now prefer to be called 'travel management 

companies', distinguishing themselves from commission based travel agencies. 

Although the number of US agencies has declined, it is still far ahead of 1990 

figures, and sales revenues for travel agencies that do remain in operation have 

increased in eight of the past ten years. (The negative figures in 1991 were 

accounted for by the Gulf War, which reduced global travel.) 

A 1999 survey of 510 members of the American Society of Travel Agents 

(ASTA) looked at the impact of commission cuts, not on the basis of 

commission percentage, but on the number of flight segments ticketed. Whilst 
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approximately 19% of respondents reported more segments produced, and 31 % 

produced the same number, 27.8% of agents ticketed moderately fewer 

segments, and 22.1 % issued "significantly less" segments (Business Travel 

News, 1999c, p. 18). It is assumed that the almost 50% reduction in the number 

of segments issued by the agents were ticketed by the airlines themselves. 

Some airlines have actively sought direct business - Delta, for example tried to 

introduce a $US 1.00 surcharge for reservations that were not made through the 

airline's web-site - even those bought through other on-line outlets. The carrier 

was forced to withdraw the surcharge after two weeks when no other airline 

followed and in the face of public and agent anger (Shapiro, M., 1998). 

Travel Weekly U.S. ("Majors Link In 'First' ... " 1999, p. 8) noted that US 

airlines were not concerned about commission cuts because the airlines claim 

"history has shown that travel agents rarely move market share". However in 

September 1996 U.S. carriers had paid $US72 million to settle a lawsuit the 

agents brought over the first round of commission caps (Beddingfield, 1997, p. 

51 ). The Association of Canadian Travel Agents (ACTA) also took the airlines 

to court in 1997 (Agents on the attack, 1997, p. 48). By January 1999, ASTA 

had put together plans to file a complaint to the U.S. Department of Justice 

alleging violation of the Sherman Antitrust Act by United Airlines and other 

carriers. The Association of Retail Travel Agents (ARTA) was considering a 

similar action (Levere, 1999). Airline analyst Sam Buttrick however claims that 

the gross savings to the U.S. airline industry of around $US250 million per year 

"have much less to do with squeezing travel agents than with the industry 
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indirectly raising business fares." Paul Ruden OD ASTA disagreed, saying that 

the commission caps were an attempt to "monopolise the distribution market for 

air transport" (Levere, 1999). By 2000, hal:D OD on-line air bookings in the 

United States were made directly through the carrier, and it is estimated that 

60% OD flight arrangements will be made directly by 2003 (Shore in Bates, 

2000b). 

Europe 

When Dublin-based budget carrier Ryanair cut commissions from 9 to 7.5% 

from 1st May 1997, the Scottish Passenger Agents Association urged agents to 

switch their clients to other airlines, and only book Ryanair for "ticket on 

departure", an expensive process for the airline. The Association OD British 

Travel Agents (ABTA) also expected their members to boycott the airline. 

Ryanair responded by saying that they would not accept bookings from any 

agent who added a booking fee ("Agents Set To ... ", 1997). In mid-1999, 

Lufthansa began a push to direct sales to corporate accounts through e-ticketing 

and new technology. Lufthansa Executive Vice-President Sales, Mr Stefan 

Pichler, said the airline planned to enhance the volume OD direct sales from 

seven per cent to 14 per cent over the next three years from 1999 through 

telephone sales and on-line booking. The German-based carrier also reduced 

their commissions to 7% from 1st April, 1999 (Business Travel News, 1999d, 

p4), and then down to 5% (Schertler and Berger-Koch, 1999, p. 26). Another OD 

Lufthansa's ways oDdeveloping direct relationships with clients was to offer on

line ticket auctions (The Frequent Flier Crier 1999). During 1997, a number OD 
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U.S. carriers began dropping the commissions paid to European agents. 

American Airlines for example cut commission levels in the United Kingdom 

and Switzerland to 7 .5%, and in Spain to 7. In response, the Spanish Airline 

Iberia published advertisements in the trade press assuring travel agents they 

had no caps on their commission levels, and paid 8% on economy class and 

12% on first and business class (Iberia, 1999). Agents in Sweden began 

showing the amount of commission on tickets so that clients could see how little 

they were making after SAS cut levels to 4% plus a cap of Skr250 ($US32) one 

way. SAS has 70% of the Scandinavian market, so there is very little 

alternative on many routes. Some major travel agent groups have begun talks 

with other airlines to try to get them to set up services in competition, whilst 

others are trying to put their own charter or scheduled airline together (Cohen, 

1999, p. 10). 

From 1st January, 1998 British Airways introduced a Performance Rewards 

Scheme for their UK agents, whereby a travel agent's business with the airline 

needed to rise by 15% in order to achieve the then existing 9% commission 

level on international fares, and 7 .5% on domestic fares. If the new level was 

not reached, a reduced commission of 7% across the board was paid. Travel 

Weekly UK (1999) suggested that BA was believed to be initially losing up to 

10% of its business as retailers switched to other airlines paying higher 

commission. British Airways scrapped the scheme from 1st April, 1999, 

leaving the vast majority of British travel agents with a 7% basic commission 

level. ABTA chief executive, Ian Reynolds, commented that the commission 
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reductions were likely to affect smaller, independent agents the most, as BA 

intended to negotiate individual incentive deals only with "top performing 

companies with which it had marketing agreements" (Traveltrade, 1999f; p. 10). 

It is also worthy of note that the European Union fined British Airways in July 

1999, declaring performance schemes based on volume o:fi sales by a travel 

agency to be illegal (Arminas, 1999, p. 14). British Airways unveiled an 

impressive e-commerce strategy in February 2000, and intends to invest £90 

million over two years, with the aim of increasing its share of tickets sold over 

the Internet from less than 1 % to 50% by March 2004 (Tyler, 2000, p. 96). 

Underscoring its determination to be at the forefront of e-business is British 

Airways' investment in two corporate travel businesses. In September 1999 the 

carrier took a minority stake in biztravel.com, an award-winning web-site for 

planning and booking business travel, in which Philadelphia-based travel 

management firm Rosenbluth International had recently also acquired a 

majority shareholding (Oracle, 1999, p. 4). 

Asia-Pacific 

The impact o:fi foreign-based airlines began to affect the region when United 

Airlines moved to cut agent commissions from nine to seven per cent from 1st 

July 1999. (BTN Asia-Pacific, 1999). Cathay Pacific Airways also dropped 

their commission on package tours ex Hong Kong. Singapore Airlines (SIA) is 

intending to phase out commissions by October 2001, and instead pass on 

savings o:fi between 9 and 12 percent of the price of a ticket to major corporate 

clients directly. "It is quite an established trend in the US, and it is an 

http://biztravel.com
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established trend in Europe. It is basically a question OD time before it is a 

worldwide trend particularly with e-commerce taking off( said SIA Singapore 

Manager Mr Sudheer Raghavan (Ang, 1999, p. 1), speaking OD direct 

distribution. 

6.3.2 Online travel agents 

"Tell your travel agent where to go! I got the lot - FREE!" 

(Advertisement for www.lineone.net, in 
The Times OD London, January, 2000) 

"Be your own travel agent." 

(Advertisement for www.getaway.com.au) 

"The travel agent oDthe future is you. Start saving today." 

(Advertisement for www.webiet.com.au) 

There are thousands o:Dtravel and tourism-related sites on the World Wide Web 

(www), dominated by those sites providing destination information, although by 

and large the most popular travel sites are those that provide "compendia OD 

information and booking destinations for a range OD destinations worldwide" 

(Smith and Jenner, 1998, p. 73) and are generally referred to as on-line travel 

agents. Examples are Microsoft Expedia, Travelocity, Webjet and 

travel.com.au. On-line agencies exist along a spectrum from businesses that are 

basically traditional agencies with an electronic front door, to those that are 

http://www.lineone.net
http://www.webiet.com.au
http://travel.com.au


114 

genuinely a different operation. Travelocity management described their 

organisation in the following terms during 1999: 

"In a sense we're an agent. In a sense we're the GDS 
because we're part ofi Sabre and we're looking for 
bookings. And we're also a distributor ofi content provided 
by third parties. We aggregate information from a lot ofi 
different sources, making it easier for people to find what 
they're looking for rather than wading through a world 
where they do not know where to click next. And people 
who book with us can direct that booking for fulfilment to 
one ofi more than 10,000 Sabre agencies in 70 countries 
around the world, including 50 in Australia." 

(Booth in Marshman, 1999e, p. 11) 

From being seen as an adjunct to Sabre, Travelocity has since become fully 

acquired by the GDS company, with their "long-term strategies ... converging". 

Cendant, which owns Internet Travel Portal, Cheaptickets and the GDS 

company Galileo, is another example ofi on-line convergence (Will Corporate 

Consolidated Portals ... , 2002). Whilst these organisations see the benefits ofi 

maintaining links with travel agents, Expedia takes a different approach, aiming 

to become "the world's biggest and most profitable cybertravel hub", and 

"doesn't see the point ofi partnering with travel agents" (Cronin, 1998, p. 163). 

In some cases, on-line reservations companies such as Webjet originally 

claimed that they were not travel agencies, but rather "facilitated" the sale ofi 

travel and therefore were not required to have licences, or other accreditation. 

Victorian authorities agreed that since the firm did not actually handle 

customers' money it did not need to be licensed (Marshman, 1999a, p. 32). On 

the other hand, in 1997 IA TA approved a plan to require Internet agents to seek 

IA TA approval, and comply with financial and other standards, similar to 
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existing traditional agencies, world-wide except for the United States 

(Travelweekly UK, 1997b). 

Webj et, developed from mining company Roper Resources, distributes Qantas 

product exclusively under a five year contract, claiming that it offers the 

cheapest Qantas fares anywhere (Morrison, 2000, p. 29). Managing Director 

David Clarke claimed that the unusual case o:fi offering only one product "will 

enable us to bring a unique focus to our brand". He also suggested that existing 

retail travel brands lack focus, and that was "reflected in the negligible value 

consumers attach" to them (Marshman, 1998e, p. 11). Webjet's focus is 

entirely on e-commerce, unlike travel.com.au and travelshop.com, which both 

have retail outlets. Webjet also has a strategic relationship with 

telecommunications company Primus Telecom, under which Primus provides 

the telecommunications infrastructure for e-commerce, whilst Webjet has access 

to Primus's customer database. Webjet will also become the travel shop for the 

telecommunications carrier's on-line shopping mall (Morrison, 2000, p. 29). 

Their tickets are issued by Consolidated Travel, dust as Expedia's tickets in 

Australia are issued by Concorde International Travel, also a ticket consolidator. 

Travel.com.au is probably the best known on-line travel agency in Australia, 

since its spectacularly over-subscribed launch onto the stock market. A 2000 

alliance with GDS firm Amadeus suggests that the company may be considering 

involvement in selling to travel agents, rather than in competition with them 

(AAP, 2000, p. 30). Other Australian Internet distributors, including Nine MSN 

Getaway, which is based on Expedia, and OzE-mail's iTravel, are licensed 

http://travel.com.au
http://travelshop.com
http://Travel.com.au
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travel agencies in New South Wales. Getaway's original travel club web-site 

was replaced by the Expedia site in 1998 (Lyons, 1998b, p. 5). 

Commission cuts have also been forced onto on-line agents by the principals, 

with many airlines capping the amount at $US10 - $US15 (Shapiro, M., 1998; 

Bates, 2000; Wardell, 1998). This compensation strategy has less to do with the 

agent's costs of handling the reservation-which may not vary appreciably from 

more traditional reservation methods- than it has to do with the perceived value 

the agent brings to the process. Steve Cosette, the Vice President of 

Distribution for Continental Airlines comments "You shouldn't expect airlines 

. to subsidise on-line booking sites. Ifwe take ourselves off these sites and others 

follow, people won't use them" (Shapiro, M., 1998). Ken Orton, CEO of on

line agent Preview Travel countered by saying "Leisure travellers are very 

price-conscious - to shop they need an intermediary, someone like us that lists 

all the airlines" (Shapiro, M., 1998). The Finance Director of the European web 

travel agency E-bookers sums up their case simply: "We give airlines exposure 

to our customer base. They specialise in flying planes - we specialise in selling 

tickets" (Tawar, quoted by Whyte, 2000). In any case, it is likely that the on

line agencies will use cheap air tickets as "loss leaders" to build up their 

customer base (Shore, in Bates, 2000). Preview Travel (which has since been 

merged with Travelocity) conducted the majority of its business during 

weekends and evenings when most traditional travel agencies are closed 

(Palmer and McCole, 1999, p. 39). On-line agencies provide time convenience 
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for busy people, and will appeal to those market segments for which time is an 

lSSUe. 

Tyler (2000, p. 88) suggests that on-line agencies stole the march on airlines in 

the Internet ticket sales business, so in 1998 airlines began to focus more on on

line disintermediation. During 1999 there was a notable shift away from 

booking through on-line agencies as airline sites became more sophisticated and 

offered a wider range ofi products and services. In January 2000, the British 

Airways web-site had a 185% rise in visitors, easy Jet had a 161 % increase, 

whilst lastminute.com had 4% fewer visitors (Whyte, 2000). 

A 2001 survey conducted by PhoCusWright showed that Travelocity.com was 

the most popular place to buy travel on-line in the United Sates, with a two-to

one margin over any other travel site, including those ofi airlines. Travelocity 

C.E.O. Terrell B. Jones was quoted as saying that the site's popularity was due 

to consumers viewing Travelocity as "a trustworthy and reliable brand that 

gives them the best options when shopping for travel" (Travelocity Tops 

PhoCusWright Survey, 2002). 

6.3.3 No-commission airlines 

Some principals have made the decision to cut the travel agent out ofi their 

distribution channel entirely. Many ofi the budget airlines in existence today 

have based their operations on the original "no-frills" airline, a US domestic 

http://lastminute.com
http://Travelocity.com
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carrier called Southwest, that began operating in 1971. Southwest made direct 

distribution an important part of their low cost strategy from the beginning, 

when they chose to operate a telephone reservations department, but not to have 

their flights listed on the computer reservation systems (CRS) of other carriers. 

They were also the first airline to wholeheartedly embrace both electronic 

ticketing and Internet bookings to reduce their costs. (Driscoll, 1991; Bates, 

2000, p. 244). Airline deregulation in Europe in 1996 led to a proliferation of 

low-cost, budget fare carriers there,. and there was a 50% growth in passenger 

numbers during 1999 (Leathley, 2000). London-based easyJet (sic) for 

example, uses a direct booking service (telephone and Internet), cutting out the 

travel agent and their commission as part of their low cost strategy. Currently 

75% of easy Jet's sales are made via the Internet, where the cost of the sale is 

approximately 2% of the ticket price, compared to 4% through their own call 

centre. (Web bookings the Easy ... , 2001, p. 6). When Air New Zealand 

subsidiary Freedom Air commenced trans-Tasman operations in the mid-

1990's, agents were initially paid a small "finder's fee" ($A20.00 in Australia) 

for making reservations (Nicholas, 1999, p. 7), but this was later discontinued, 

and fares reduced (Freedom Air's Economic ... , 1999, p. 13). Impulse Airlines, 

a former regional NSW carrier, commenced inter-state jet flights in June 2000, 

with a policy of credit card payment only, a heavy reliance on Internet 

bookings, and no agents' commissions (Marshman, 2000, p. 1), although 

Impulse later entered into talks with selected agent groups such as Flight Centre, 

and the Fairfax Newspapers web-community f2, to distribute their seats (Todd, 

2000, p. 33). Impulse has since ceased operations (Goodsir, 2001, p. 3). In 

September 2000, Sir Richard Branson began an Australian version of his 
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Belgium-based budget airline Virgin Express, in the form of: Virgin Blue. 

Virgin Blue decided to differentiate themselves from Impulse from the outset by 

offering agent commissions, although the majority of: reservations are expected 

to come directly via the Internet, or through the carrier's toll-free telephone line. 

A common feature ofi these carriers is a lower fare for passengers booking 

through their web-site. The cheap airfares offered by easyJet, Freedom Air, 

Impulse and similar carriers have typically attracted a whole new segment of: the 

market - price conscious travellers who would previously have travelled by 

other modes of: transport, either for business or for pleasure. Swarbrooke and 

Homer (1999, pp. 396-397) quote several easyJet customers: 

"I would not have been able to do this in the past because of: 
the cost. Now it is the equivalent o:f:a rail fare." 

[Barnaby Jenkins, 23-year-old British student 
who purchased a long weekend in Barcelona] 

"I could have gone by train but when I discovered how much 
it was with easy Jet, I decided this was the way to go." 

[Alan Jackson, Open University Tutor, 
regarding a ticket on one ofi the 
Scotland/England routes flown] 

These airline passengers did not require the expert advice of: a travel agent to 

help them make their bookings, which were selfi-service transactions. The 

reason is that they have bought a commodity (Tepper in Carroll, 1997a) - a 

simple transport transaction that could be compared with using an automatic 

bank teller machine. The new, low-fare carriers are an example o:f:the first type 
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of disintermediation discussed by Evans and Wurster (2000), where the market 

has in fact been extended by the entry of the disintermediators. Consumers will 

be prepared to buy commodity fares through the Internet and self.-serve ticket 

kiosks because the product is differentiated from the product that agents offer. 

In one sense, agents should not worry about these lost sales; the commissions 

offered on such low fares are very small amounts, and may not be worth the 

time and effort involved in making the sale. Over the years, many agencies 

have seen "every sale as a good sale", maximising revenue rather than being 

concerned with maximising yield. Labour is the number-one cost in virtually 

every travel agency in the world, and the time spent to produce a very low

yielding sale could have been much better spent cultivating a more valuable 

client (Carroll, 1997a). The downside of this is that the traveller becomes used 

to dealing with the principal directly, and may not use an agent for even more 

complicated travel arrangements. Other segments however, with different 

requirements, can continue to be catered for by intermediaries, provided the 

travel agent can add the value that is appropriate. For example, in 2001 on-line 

agency Webjet introduced a selective pricing policy that offered four levels of 

service to customers, at varying prices. Customers are offered a net airfare, and 

then pay for the level of service they require: 

• 24/7 Online booking - "Do it yourself' 

Direct access, 24 hours per day, 7 days per week to airfare pricing, airline 

schedules and seat availability. As the traveller does the work themselves, 

the fare is cost price plus a 4% "fulfilment fee". This option is most 
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suitable for simple point-to-point travel, and for those customers who are at 

ease with technology. 

• Interactive quote or book 

Real-time on-line chat with a travel consultant who guides the customer 

through the booking process, and can give advice if: required. Quotes are 

free and actual bookings are charged at cost price plus 6%. This option 

gives the benefits o:fi Internet booking for those who are familiar with the 

technology, but with human assistance for those who need it. 

• E-mail quote or book 

A seven day a week option that is recommended for more complex or 

multi-destination itineraries. A quotation request form is completed and 

e-mailed to the firm. Quotes are returned by e-mail within 24 hours. 

Travel consultants make the final bookings, and the price is cost plus 8%. 

• Personal booking option 

Described as being a "personal booking option", Webjet offers to "match 

your needs to a professional Travel Manager who is a specialist in the 

field." Contact is either by phone, or in person, and the customer pays 

cost plus 10%. In reality, this is not much different to what is offered by 

any specialist travel agency. 
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6.3.4 Loyalty schemes 

Reward flights and accommodation from loyalty schemes are also perceived to 

be reducing travel agency sales. One prominent Melbourne travel agent 

publicly claimed that his firm's domestic point-to-point air travel revenue had 

dropped by 70% in the previous twelve months, due to the increasing number ofi 

customers booking land-only arrangements in conjunction with reward flights 

(Wilson, 1999). The President ofi AFTA, Phil Hoffman, was quoted as saying 

that the growth ofi frequent flier programs linked to credit cards was emerging as 

a major issue, given their impact on margins, and the potential to generate on

line sales. Hoffman described loyalty programs as "the silent competitor to the 

traditional distribution systems, providing both a new distribution channel for 

the airlines, and making it possible for them to slash commissions" (Marshman, 

1999d, p. 1 ). 

The first frequent flier program, AAdvantage was developed by American 

Airlines to compensate regular business travel passengers for the need to 

transfer via hub cities, and also to encourage them to choose American each 

time they flew (Zemke, 1989, p. 90). Rewards were accrued as "air miles", and 

could be used to "purchase" free flights. Most scheduled carriers around the 

world now offer some type ofi loyalty program, as do many hotel and car rental 

compames. Even some budget carriers have offered such schemes (Eg. 

Impulse). In general the rewards offered are free services (i.e. flights, rooms or 

car rental), although some schemes also offer a range ofimerchandise. Initially, 



123 

the only way to accrue miles or points was to use the company's core offering, 

but competition for membership, and thus guaranteed business, has seen the 

possibilities grow exponentially. Often points can be accrued by using partner 

organisations within the travel industry. Airlines, for example may offer points 

for using particular hotels, car rental firms, coach lines, or transfer services (The 

Frequent Flier Crier, 1999a). Travellers can also earn points by using a range ofi 

services or purchasing goods; down-loading software from the Internet, 

prepaying restaurant meals as a gift, on-line shopping for just about anything, 

buying groceries, booking an air ticket via a web site rather than by phone, or 

indeed for using a particular telephone company, or trading shares online 

(Indian Airlines, 2001, p. 97; The Frequent Flier Crier 1999a, b, c; Ansett, 2001, 

p. 8). Some airlines offer on-line customers the opportunity to participate in 

airfare auctions using their points, thus strengthening the direct, on-line 

relationship. Southwest Airlines has had an offer where they gave vouchers for 

$US150 worth ofi travel in return for 275 Hershey chocolate bar wrappers! 

(Giesler, 2000) 

Many bank-based credit cards such as Visa and MasterCard, as well as charge 

cards like American Express and Diners' Club, also offer their cardholders the 

ability to earn points towards free or discounted air travel and accommodation. 

The ANZ Bank Qantas Telstra Visa Card is the most popular credit card in 

Australia (Airfinance Journal, 2000, p. 14). It earns cardholders points for 

every purchase, plus "bonus" points for buying from preferred merchants or 

buying Qantas air travel. Accumulated points can be used to buy Qantas flights 

at reduced fares, with reservations only available through the company that runs 
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the scheme. The Westpac Banking Corporation operated a similar program 

with Ansett Australia, in conjunction with MasterCard. When the cardholder is 

also a member OD an airline loyalty scheme, it is sometimes possible to earn 

extra points. For example, an American Express (Amex) card used to buy 

Qantas Airways flights will earn a Qantas Frequent Flyer member both Qantas 

points and American Express points. As Qantas is a preferred carrier for Amex, 

"bonus" points would also be earned, in effect earning the cardholder three lots 

oDpoints for the one journey. The Amex points from this and other (non-travel) 

purchases can then be "converted" to Qantas points at a later stage, in order to 

"purchase" a reward ticket. It is not unusual for members OD such schemes to 

make all OD their everyday purchases such as groceries, petrol and so forth on 

their card, to greatly accelerate their accumulation OD frequent flyer points. It is 

also possible to earn points by using a particular bank or mortgage broker to 

borrow for a home. This author has anecdotal evidence OD cars, caravans and 

boats being purchased using a credit card for the same reason. 

The Internet provides numerous opportunities for members OD loyalty schemes 

to maximise their points. The Frequent Flier Crier (1999), a free e-mail 

newsletter, provides weekly advice on the latest offers OD a wide range OD 

airlines, worldwide. An American woman has set up a site that directs people to 

where they can earn points for any number OD loyalty schemes, provided they 

put her name down as being the person who referred them to the scheme 

(Giesler, 2000). She, in tum, receives additional points for her referrals. The 

Australian Frequent Flyer site and Mileage Miner will, for a small charge, act as 
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a place to tally points earned on various schemes, and chase up missing points 

(Allenby, 2000, p. 4T; Smith, A, 1998). Similarly, there are many on-line news 

groups where travellers swap tips on how to get the best out their loyalty 

schemes, and even serious news publications such as the Australian Financial 

Review (Hayes, 1999, p. 30) and The Sydney Morning Herald (Allenby, 2000) 

publish similar guides from time to time. 

There are two major threats to a travel agent's business from the growth of the 

"loyalty scheme culture". Firstly, no commission is payable on reward 

reservations, even if an agent makes them. Time is money, so many agents 

recommend clients to deal directly with the principal to make such bookings. 

This, however, is the second threat; by contacting the supplier directly, the 

customer becomes used to dealing this way. The experience of direct contact 

may make them aware of benefits such as Internet-only fares, which agents 

cannot offer. In many cases, travellers will arrange parts of their itinerary using 

rewards, asking the agent to "fill in the blanks". Unfortunately, this does not 

always lead to the customer minimising their holiday costs, as agents often have 

access to air and land packages that can work out just as cheaply. 

6.3.5 Airline Strategic Alliances 

"It is a bit like a Visa card. Nobody ever looks to see what 
bank it belongs to because they really do not care." 

(Keating quoted by Marshman, 1997e, p. 7) 



"Instead OD travelling with the airline you chose, you are 
about to board a plane with a carrier whose safety record has 
been sullied by crashes and near-misses. Welcome to code
sharing, the practice that shapes the route networks OD most 
o£the world's 500 airlines." 

(The Best oDthe Economist, 1999, p. 39) 
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In 1992, Wheatcroft foresaw that by 2000, the international airline market 

would be dominated by "no more than about a dozen international mega

airlines" (1992, p. 5). His conclusion was based in part on the large losses 

being made by airlines at the time, but also on the trend towards deregulation OD 

markets and private ownership OD former national flag carriers. Garnham (1997, 

p. 219) also suggests that cost-cutting in the 1980's and the 1987 stock market 

crash led to the difficult situation in which many airlines found themselves. The 

unregulated airline industry in the U.S.A. confounded conventional wisdom 

when it developed into a stable oligopoly with five major players, with 

significant barriers to entry for start-ups (Wheatcroft, 1990, p. 354). Perhaps 

the most important lesson learned from U.S. deregulation was that size matters. 

Very large airlines have enormous marketing advantages in a deregulated 

environment, which are referred to as economies of scope. These economies 

arise from factors like the ability to dominate traffic at certain hub airports, the 

control OD distribution, price leadership, loyalty marketing schemes, and the 

power OD large scale promotional campaigns (Wheatcroft, 1990, p. 9; loannides 

and Debbage, 1998). 

Airlines have been involved in all types OD alliances for many years, for 

example the partnership between Lufthansa, Air France, Iberia and SAS to 
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develop the Amadeus Reservation system in 1989 (Garnham, 1997, p. 221). 

The mega-airline groupings that Wheatcroft envisaged have their best examples, 

however, in the oneworld (sic) and Star alliances. These are the two largest of 

the airline alliances and are in many ways almost virtual mergers, in that they 

involve cooperation on all aspects of airline business (Straiger, 1999, p. 1). Star 

Alliance began in 1997 as a partnership between United Airlines, Lufthansa, 

Thai International, SAS and Air Canada, and has since expanded to include 

fifteen airlines around the world. oneworld (sic), officially launched in 1999, 

grew out of earlier relationships between British Airways and American 

Airlines, Qantas Airways, and Canadian Airlines. Canadian has since been 

merged into Air Canada, but Cathay Pacific, Aer Lingus, Finnair, Iberia and 

Lan Chile have joined the alliance. (Refer to Fig. 6.4 page 128) Whilst 

involving a smaller number of carriers, oneworld flies to almost as many 

destinations as Star Alliance, given the worldwide reach of British Airways. 

Membership of the loyalty scheme of an individual alliance partner provides 

benefits across the entire joint network, including accrual of points, use of 

airport lounges, redemption of rewards and service from any of the alliance 

members. oneworld takes this further with its Explorer airfares, that offer 

reduced fares when travel is limited to partner airlines. The effect on 

competition of airline alliances depends upon the nature of the allied networks; 

were the partners previously the only competitors on overlapping non-stop 

routes, or did other competition exist? (Straiger, 1999, p. 1). The U.S. 

Government, for example, is reluctant to allow reciprocal rights between 

American Airlines and British Airways on the North Atlantic route, despite 

other carriers operating the route, including United, Delta and Virgin Atlantic, 
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as it fears that two such major carriers working together could control the 

market. Alliances between airlines operating hub and spoke networks will 

normally enhance demand for the network as a whole, and increase the market 

power ofi the network, especially at its hub airports. This is achieved by code

sharing agreements, whereby one carrier's designator code is shown on flights 

operated by its partner. Connecting flights which link major carriers with 

Figure 6.4 - Member carriers of Star Alliance and oneworld. 

(Austrian Airlines, Tyrolean 
Airways and Lauda Air) 

Mexicana 
(Source: Star Alliance, 2001; oneworld, 2001) 

file:///niun.in
file:///iiIiik
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partner feeder links in a hub and spoke network are shown as through flights, 

and so are shown first on a CRS availability display (Garnham, 1997, pp. 218; 

222), which means that the joint service is more likely to be booked by a travel 

agent or airline reservations clerk. Another advantage of code-sharing is fleet 

rationalisation - instead of two partly empty aircraft flying the entire route, the 

partners will have more seats occupied on the sector that they each operate. 

This has obvious cost savings in fuel, labour and landing fees. Alliance partners 

will generally share terminal space and airport lounges, making connections 

quicker and easier for the passenger. Ayling of British Airways (Traveltrade, 

1998d, p. 5) claimed that even on non-code-share flights, the oneworld brand 

name would "generate around 10 extra passengers per flight for each of the 

carriers". The major benefits of alliances, however, are in the marketing 

economies of scope offered to the carriers (loannides and Debbage, 1998). 

Instead of individual airlines attempting to grow to the point where they can 

obtain the economies of scope of global operation, partnerships allow a 

seamless, worldwide service to be offered. Code sharing allows a wider route 

network, offering potential customers services between a more extensive range 

of city-pairs. Each airline in the partnership operates in a particular part of the 

world, and may be seen by passengers to be more "expert" in that area. A 

survey of business travellers conducted in 1997 however, found that few 

passengers were happy with airline alliances and code sharing. Thirty-two 

percent of respondents thought that the partnerships created a less competitive 

environment, and 22% thought they would reduce choice (Traveltrade, 1997e). 

The setting of fares that allow carriage only on partner carriers could also bring 

about the end of interlining, the ability to buy one ticket for an entire journey, at 
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one price, on a number of airlines (Cohen, 1998, p. 1), and the basis of the 

IATA ticketing system. This would affect not only customer choice, but also 

agent choice, meaning that agents may not be able to maximise their margin on 

a sale, since the combination of airlines is already decided for them. GDS 

companies Sabre and Galileo have both introduced new software to assist 

airlines in managing their alliances, and to track frequent flier transactions 

through member CRS's (McNulty, 1998, p. 3). 

Large agency groups again have the advantage here, in that they can themselves 

enter into agreements with the alliances as preferred partners, and thereby earn a 

higher level of commission than independent agents, who would not have the 

same level of bargaining power. Although it is currently illegal in the U.S. and 

Canada, Tepper (in Carroll, 1997a) suggests that alliances could in future set 

commission guidelines for their members to follow. 

In both Europe and North America, major airlines are entering joint ventures to 

set up travel portals. Hotwire.com is a $US75 million project backed by United 

Airlines, American Airlines, Northwest, Continental, America West, USAir and 

the investment firm Texas Pacific Group (Couzins, 2000). The alliance includes 

four of the five largest American carriers, and says that like Priceline.com, it 

will mask the identity of carriers until after the customer buys the ticket. 

Customers targeted will be time-insensitive travellers, but unlike Priceline, 

http://Hotwire.com
http://Priceline.com
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customers will not bid for tickets. On the actual web-site, the airline owners are 

euphemistically referred to as "airline partners" (Hotwire, 2001). 

Strangely enough, the Hotwire partners (with the exception ofi America West) 

are also involved in another major on-line venture, Orbitz.com, which brings 

together thirty airlines, including the remaining major U.S. carrier, Delta, and 

the Boston Consulting Group (Tyler, 2000, p. 90). Both sites claim to offer 

competitively priced tickets, including fares that were previously only available 

on individual carriers' web-sites. They claim full-service travel sites like 

Expedia and Travelocity to be their main competition, although AST A fears that 

with so many airlines behind the site, they will be able to offer fares consumers 

cannot get anywhere else (Serwach, 2000). Remember that the airlines have 

recently reduced commissions to on-line agents to as little as $US 10.00 per 

transaction (Bates, 2000). Pappas (in Bates, 2000) comments that the airlines 

"know they cannot let others own this space, and that they have the power and 

the budgets to claim places at the table". When plans to set up Orbitz were 

originally announced, it was code-named "T2", which was supposed to mean 

"Travelocity 2" (Bates, 2000). Cynical US agents commented that the term 

referred to the Hollywood movie "Terminator 2", in which Arnold 

Schwartzenegger's character swept all before him, and they sought a Federal 

Government investigation into whether the concept breaks anti-trust legislation 

(Whyte, 2000). Orbitz delayed its launch by ten months in order to perfect its 

service and product offering, finally coming online in early June 2001. The 

Washington Post newspaper tested a few sample routes, and found Travelocity 

http://Orbitz.com
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cheaper two times out of: three. Investment bank Pacific Crest did a more 

formal pricing audit and "found that Orbitz ranked last compared to Expedia 

and Travelocity when it came to price" (Muehlbauer, 2001). When asked i:f:his 

firm could "live without" Orbitz, Kevin Krone, Vice President of: Interactive 

Marketing at Southwest Airlines replied: "While Orbitz purports to have the 

lowest fares on the Internet, it really is a cartel owned by five high-fare airlines. 

Travelers already know where the lowest fares are available because they 

already book the highest percentage of: revenues through Southwest.com" (Will 

Corporate Consolidated ... , 2002). Other reports suggest that while Orbitz is 

relatively competitive on airfares and car rental, it is thought to lag behind more 

established on-line agencies in areas such as vacation travel (Cox, 2001), and 

offers nothing new. In both cases the carriers are maintaining their individual 

web-sites. In fact, major airline web-sites are designed to cater to existing 

customers, generally members of: the carrier's frequent flier scheme. The joint' 

sites offer a full range of: travel services, including hotel, rental car, cruise and 

· holiday package products, and aim to be a "one-stop-shop" to attract new 

customers (Bates, 2000; Serwach, 2000). 

A joint venture by Lufthansa, British Airways, Air France, KLM and Swissair 

and five other carriers began development in early 2000, tentatively titled 

Online Travel Portal (Serwach, 2000; Tyler, 2000, p. 91). However, rifts soon 

appeared, with some airlines wary of: ceding competitive advantage to their 

rivals by agreeing to finance a common web-site. British Airways is very keen, 

believing this is the best way to cut GDS and commission fees. Lufthansa 

http://Southwest.com
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continues to maintain its InfoFlyway, available via Lufthansa.com, and is 

intending to announce Lufthansa e-commerce, which will allow corporate 

customers a modular travel booking agency on their own desktops, and is 

pursuing other co-operative ventures, including one with Expedia.com. By 

2002 however, a European portal was in operation, supported by nine major 

airlines (Aer Lingus, Air France, Alitalia, Austrian Airlines, British Airways, 

Finnair, Iberia, KLM and Lufthansa). Known as Opodo, the German version 

was the frst to launch, with the British equivalent to open in the second quarter 

of 2002, followed by the French version. The site is multilingual, and includes 

the ability to make reservations for flights, accommodation, car rental and travel 

insurance, as well as maps and general travel information (Esubstance content 

solution ... 2002). 

6.3.6 Hotel reservations and strategic alliances 

Although travel agencies book more than 95% of all cruises, 80% of airline 

tickets, and 50% of car rentals, only 20 - 25% of all hotel rooms are reserved 

through agencies (Garcia-Falcon and Medina-Munoz, 1999). Despite this, the 

trend towards distintermediation seems to be the case in some parts of the 

accommodation sector too (Dube and Renaghan, 2000; Cline and Warner, 

2001). 

http://Lufthansa.com
http://Expedia.com


"One of: the main attractions of: on-line distribution for 
hospitality companies is the opportunity to reduce the high 
costs of: distribution they have traditionally faced. These 
expenditures are typically related to travel agency 
commissions, ODS fees, switching costs and the costs of: 
their multi-faceted distribution systems. Twenty-seven 
percent of: hospitality company executives surveyed 
estimated that their costs will decline by up to ten percent, 
and 23 percent suggested this decline might range from 11 
to 20 percent." 

(Cline and Warner, 2001, p. 1) 
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Another reason for this is the opportunity that dealing directly allows for 

identifying high-spending customers, and concentrating marketing efforts on 

retaining the customer's lifetime loyalty. This requires the hotel to change its 

emphasis from RevPAR (revenue per available room) to revPAC (revenue per 

available customer) (Hamelin, 1999, p. 2). Jones of World.Res.com claims that 

most properties want to stand on their own and disintemediate agents, believing 

current distribution is too expensive (McGarvey, 2000, p. 238). Robledo (1999, 

p. 43) found in his research that "the opportunity to deal directly with the clients 

without the hassles of: intermediaries was considered extremely interesting by 

all interviewees." At the same time, research conducted by ASTA showed that, 

unlike airlines, 75% of: frequent travellers had been influenced by their travel 

agent in the choice of: hotel, especially for vacation travel. One third of: 

respondents considered that travel agents were the best means of: ensuring 

appropriate accommodation. Leisure travellers reported using travel agents 

primarily because they could ensure safety, good value and high quality. It 

seems that few hotel companies take advantage of: this however. A major 

problem for travel agents is that some hotels, particularly small or independent 

properties, are not assiduous in their payment of: commission. Agents prefer 

hotels that make booking and receipt of: commission easy for them, particularly 

http://ofWorld.Res.com
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the efficiency of: CRS access, and the amount of: information provided. Ritz

Carlton and Marriott have both initiated attempts to differentiate their products 

for the ease of: intermediaries, and to develop financial incentives or educational 

programs for agents (Dube and Renaghan, 2000). 

The hotel sector came late to the Internet game, according to PhoCus Wright 

(1999) research of: fifty hotel chains and 20,000 properties, which estimated that 

annual Internet hotel sales would reach almost $US4 billion by 2001. It is 

worthy of: note that 82% of: Internet reservations for leading brands are made 

through hotel sites; in fact, approximately one third of: hotel organisations have 

extranets that directly connect them to either their suppliers or customers (Cline 

and Warner, 2001, p. 2). Hilton, for example, is integrating its call centre with 

its website, and also integrating corporate extranets with their systems. This 

allows companies that have contractual agreements with Hilton to install links 

to the Hilton website from their own Intranets and those links call up web pages 

that are customised, with contractual prices and travel limitations. On the other 

hand, when looking at Internet reservations for accommodation overall, the 

figures are quite different; travellers tend to book through on-line intermediaries 

(Refer to Figure 6. 5 on following page). 
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Figure 6.5 Source of Internet hotel reservations 

(Source:www.estats.com/estats/20000803 ipktravel.html) 

The use of e-commerce is predictably, greater in larger firms (Cline and 

Warner, 2001,p. 2). For example, Van Hoof et al., (1999, pp. 12-23) surveyed 

members of the Queensland Hotel, Motel and Accommodation Association and 

found that 47.7% of properties had web-sites. However, only 16.7% of the 

properties offered information about availability of rooms, and 13.3% had 

virtual tours available to the consumer. Smaller properties were much less 

likely to use e-mail or have a web-site than properties over 50 rooms in size. 

They concluded that industry practitioners were less enthusiastic about using the 

Internet than might be expected, and did not greatly value the use of the new 

technology for marketing, despite what was on offer. For example, 

WorldRes.com is a global network that allows hotels to take Internet bookings 

24 hours per day. There is no joining fee or monthly costs involved for the 

hotels, only a transaction fee for confirmed reservations. Partner sites include 

portals AOL, Yahoo!, Lycos and Travelocity, and access is available regardless 

of whether the property is a small guesthouse or a large chain hotel. The 

worldwide hotel market is $US220 billion, and according to Forrester Research, 

31 % of web shoppers planning to purchase travel services on-line in 2000 were 

intending to book hotels as well as flights. 

http://WorldRes.com
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Just like the large carriers, large hotel groups are taking advantage of strategic 

alliances, to benefit from economies of scope. The Forte Hotel Group, Hilton 

International and Accor reached agreement in May 2000 for the creation of a 

joint venture (Bozec, 2000, p. 7) to develop and operate an on-line reservations 

system for both consumers and professionals. The £12 million web-site allows 

customers to book any of the chains' combined portfolio of hotels in Europe. It 

is claimed that the site will give the companies 15% of their business by 2003. 

Bass Hotels and Melia Sol have also shown interest in joining. Similarly, in 

December 1999 GDS company Sabre, Starwood Hotels & Resorts Worldwide 

and Micros Systems, allied to join WorldRes.com, to promote properties 

through Sabre and Travelocity.com. The system also allows for connectivity 

between hotel front desks, central reservations and the Internet reservations, 

meaning that Starwood properties can offer real-time rates and availability to 

consumers through WorldRes.com's distribution partners. Furthermore, the 

research showed that leading hotel companies invested an average of US$20 

million each in web-site development in 1998. 

Another example of organisations involved in strategic alliances with hotels is 

Pegasus Systems Inc., an end-to-end computer provider. Formerly THISCO, 

Pegasus offers services including central reservations systems; third-party 

marketing and reservation representation services, including Utell; electronic 

distribution services that connect more than 38,000 hotels to the Internet and to 

the global distribution systems (GDS); commission processing and payment 

services; the consumer travel Web site TravelWeb.com; data warehousing and 

http://WorldRes.com
http://Travelocity.com
http://TravelWeb.com
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database marketing and consulting services. Their customers comprise more 

than 100,000 travel agencies around the world, including nine of the ten largest 

U.S.-based travel agencies; more than 40,000 hotel properties around the globe, 

including eighteen of the twenty largest hotel companies in the world based on 

revenues and total number of guest rooms; and more than 240 Web 

sites/services have contracted to have their hotel reservations "Powered by 

Pegasus" (Pegasus, 2001). More than 80% of the hotel companies surveyed by 

PhoCusWright have links with Pegasus. In 1998 an incentive program was 

implemented by Pegasus to entice travel agents to try their system (Web 

Incentive Plan ... , 1998, p. 68). 

Starwood Hotels and Resorts introduced a trade-only web-site in 1999, although 

it also offers on-line bookings directly to consumers, and heavily promotes this 

to their frequent guests (Traveltrade, 1999, p. 6). In Australia, Furama Hotels 

and the Hotel Grand Chancellor group have entered an alliance to represent 

each other, act together for joint tenders, joint brochures, combined marketing, 

sales and a joint database. Guests will be able to book through any hotel in the 

joint network (Nicholas, 1999c, p. 6). 

In February 2002, fears of anti-competitiveness were raised by ASTA agents 

when five of the world's largest hotel chains formed Hotels Distribution System 

LLC (HDS). Hilton, Hyatt, Marriott, Six Continents, Starwood and Pegasus 

Solutions have created a real-time connection from all member hotel reservation 
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systems to Web sites, which will serve as the "merchant of record" for booking 

rooms. Travellers will be able to search the site for the best deals by location, 

rather than necessarily brand (Disabatino, 2002, p. 1 ). 

It seems clear that some of the large hotel chains have decided to by-pass retail 

travel agents and use new-style intermediaries that take advantage of Internet 

technology. There is, however, an opportunity for hotels and agencies to 

develop better relationships with each other. The commission level paid by 

hotels is usually 10%, higher than falling airline commissions, giving travel 

agents an opportunity to augment their income. This is particularly the case as 

around one third of travellers will want to book accommodation with their 

airfare, anyway. USAHotelGuide.com for example, has offered a "Commission 

Club" that allows anyone with a web-site to earn travel commissions by making 

on-line hotel reservations through a simple link on the user's homepage. The 

site owner earns approximately 4% of the bookings made through the link, and 

joining is free. The program offers guests discounts of up to 65% when 

reserving on-line (PATA, 2000). 

A 2001 study by Andersen indicated that despite high general levels of 

connectivity in hotels (4.9% ofreservations were made over the Internet in 2001 

as compared to PhoCus Wright's prediction of 4%), only 58 percent of hotel 

organisations had a formal e-business strategy (Cline and Warner, 2001). 

http://USAHotelGuide.com
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6. 3 7 The "last minute" market 

The Internet provides a highly cost effective way for principals to sell 

perishable product that would otherwise be unsold (Swarbrooke and Homer, 

1999, p. 66; Morgan, 1996, p. 94; Burke, 2001). Every day in the United States, 

it is estimated that airlines may have as many as half: a million empty seats 

available (Leibovich et al., 1999). In 1996 American Airlines began offering 

unused seats at sharp discounts to frequent fliers who chose to receive weekly 

fare offers by e-mail. The service began with 20,000 weekly subscribers but by 

June 1999 had 2 million. In fact, most airline websites ask customers to register 

at no cost and provide an e-mail address, giving the airline a way o:f:building up 

a database of: travellers they can e-mail with special fare deals. These offers are 

generally only available directly from an airline website and are clearly of: 

interest specifically to the price-conscious leisure travel market. "Some would 

argue that this has created a whole new market: the low-cost cyber traveller who 

is almost prepared to go anywhere for a weekend away if: the seat is cheap 

enough" (Tyler, 2000, p. 90). 

A company called Priceline.com (Priceline, 2000) has taken the concept even 

further - it allows would-be users to name prices they are willing to pay for 

airline tickets that would otherwise go unsold, then uses the Internet to 

communicate those bids to airlines such as Delta. When it was starting up, 

Priceline needed the airlines more than they needed it, so it offered Delta a stock 

offer. By 1999 Delta's stake in Priceline was worth more than its entire airline 

business (Tyler, 2000, p. 91), although it is likely that this has fallen to some 

http://Priceline.com
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extent, given the so-called "dot-com crash". Although many agents were rightly 

concerned about losing business to Priceline, the firm admitted in its 1999 

prospectus that 93% ofi the bids it received for airline tickets could not be 

matched (Bicknell, 1999a). Lastminutetravel.com is another type ofi "new 

generation" website that goes well beyond the limitations ofi auction-style 

websites like Priceline. This web-site lists time-sensitive offers from airlines 

with last-minute ticket availability on specific routes (Tyler, 2000, p. 90). Users 

click on a link to the carrier's own site to make a booking, cutting out the 

intermediary CRS (Whyte, 2000). The site is free to the consumer and the 

airline's only fee is $US 10.00 per posting on the site. There are no 

commissions for the airlines. The listings, aimed at last-minute business and 

leisure travellers, can be posted for as little as five minutes or as long as seven 

days, and a large number ofi airlines from around the world participate (Tyler,· 

2000, p. 90-92). 

A British firm with a similar name offers deals on flights, accommodation and 

other travel, and has recently opened an Australian site 

(www.lastminute.com.au). Other sites also exist in France and Germany. 

Lastminute.com has a global agreement with the Forte Hotel Group giving its 

customers access to more than 250 Meriden, Posthouse and Heritage hotels on 

last minute offers. The UK version ofi the site had more than 500,000 registered 

users in January 2000, and most purchase less than a week in advance. 

http://Lastminutetravel.com
http://www.lastminute.com.au
http://Lastminute.com
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Another style of; selling last minute travel is the cyber auction of; so-called 

"distressed" product. A 1999 Traveltrade report told of; travel.com.au planning 

to auction on-line travel packages, with bids starting from $Al.00. Rydges 

Hotels also offer auctioned accommodation through Yahoo's web-site, with 

reserve prices set at 50% of; the rack rate for rooms that would otherwise have 

remained unsold (Traveltrade, 1999i). American firm TravelWeb Inc. offers 

"click-it weekends" on its web-site, giving weekly updates on the lowest 

published rates for certain hotels, including Hyatt and Sheraton 

(Computerworld, 1996, p. 76). Accor and SPHC also have relationships with 

gofish.com.au to sell "distressed" hotel rooms. Four- and five-star Sydney hotel 

rooms were being offered at "bargain basement prices" through 

lastminute.com.au during April and May 2001, due to over supply, according to 

Burke (2001). 

In the United States, some large corporations are pressing for airlines to remove 

names from tickets, allowing a seat booking to be re-allocated at the last 

moment to another traveller (Gual, 1999, p. 18). This has major implications. 

Currently, if; the original passenger was booked on a discount fare, the 

reservation would be cancelled, and in all likelihood a cancellation fee would be 

charged. The replacement passenger would then be booked at the fare 

conditions prevailing at the time of; his or her reservation, meaning that the 

reduced rate seat may no longer be available, and very probably the new ticket 

would be at a higher fare. For the cancellation, re-booking and the attendant 

paperwork, the travel agent would lose the original commission, but be more 

http://travel.com.au
http://gofish.com.au
http://lastminute.com.au
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than compensated by the replacement, higher commission. Allowing a simple 

name change on the reservation means less work, but also less commission for 

agents. 

6.3.8 E-!procurement groups 

Three major on-line consortia, backed by large corporations, have entered the 

Australian travel market, and are impacting on the sales 0£ smaller corporate 

travel agencies (Carroll, 2001, p. 1). E.conomy (sic) is a "web-based indirect 

goods and services consortium" launched by Pricewaterhouse Coopers in 

August 2000. Cyberlynx is backed by the Commonwealth Bank and 

Woolworths, whilst Coreprocure, which has the potential to be the largest o£the 

consortia, has backers that include Qantas Airways, AMP, ANZ and Telstra. 

These organisations claim to save middle-sized and large Australian firms 8 to 

15 percent across the range 0£ products and services represented, including 

travel, by allowing members to buy at volume discounts without volume 

purchasing. E.conomy, for example, charges no joining fee and has no 

minimum spend requirements, whilst allowing purchases to be made on-line, or 

via telephone or facsimile. The Sydney-based Internet Travel Group has been 

appointed the travel provider for both Cyberlynx and E.conomy. Carroll quotes 

the president 0£ 0£ Business Travel Association 0£ Australia, Craig Smith, as 

saying "agents will have little choice but to find new ways 0£ adding value, and 

sometimes that's not easy" (Carroll, 2001, p. 1). Spokespersons from some 

major corporate travel agencies, however, commented that on-line services are 

useful for point-to-point travel only, and that complicated itineraries will always 
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require knowledgeable travel consultants who provide good service. (Carroll, 

2001, p .. 36). 

6.3.9 Electronic ticketing 

Whilst the most publicly visible element of travel distribution has been the GDS 

systems, the requirement oD a paper proof oD entitlement (ie. a ticket) has in the 

past given travel agencies their power (Eastman, n.d.). This is changing 

however, with a new technology called electronic ticketing. First introduced in 

January 1995 by Southwest Airlines, and in use with most major airlines by 

1999, electronic ticketing (e-ticket, or e-tkt) means that the traveller is not given 

a physical printed ticket to take to the airport. Instead the passenger shows 

some form of photo ID, quotes a confirmation number, and is given a boarding 

pass. This dramatically reduces paperwork and costs and has proven to be 

popular with travellers, especially those who travel frequently on business 

(Lawler, 2000). Airlines initially offered e-ticket on direct sales only, but later 

extended the service to accredited travel agents. E-ticket allows agencies to 

provide higher standards of service, particularly for corporate clients. Flights 

can be booked at the last minute and there is no waiting for tickets to be issued 

and no need to pick them up, or have them delivered. One of the largest costs 

for agents in the 1990's was courier fees, and electronic documentation has 

greatly reduced this (Marshman 1998a, pp. 1, 4). For airlines, the system 

reduces the substantial security costs of shipping accountable ticket stocks 

around the world, as well as reducing the risk OD fraudulent ticket use. The 

system also allows airlines to realise significant savings in ticket distribution 

costs, revenue accounting and billing processes and reduces handling costs 
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associated with paper tickets. Estimates ofi the savings vary but range from 

$US1.00 to $US5.00 per ticket issued (Tyler, 2000, p. 92). Ansett Australia, for 

example, re-issued over 3,000 manual tickets per week before e-ticket was 

introduced (Daw, 1999, pp. 701-702). Qantas was also keen to work with the 

travel agency community to encourage travellers to accept e-ticketing, as the 

innovation substantially reduces the need for last minute tickets to be collected 

at the airport, and this means savings for both parties. Considering the millions 

ofi tickets being issued by all airlines each year, this adds up to a significant cost 

saving. American Airlines, for example, has had a 'back-up' office in Barbados 

where flight coupons are sent for processing (loannides and Debbage, 1998), 

taking advantage ofi the cheaper labour costs there. Electronic ticketing could 

replace this office entirely. For the passenger there are also various potential 

benefits. Touted as 'easy to use and impossible to lose', airlines argue that e

tickets allow passengers more flexibility and can save them time. E-tickets may 

be purchased via the Internet, over the telephone, at airline counters, self+-serve 

kiosks or through travel agents. Regardless ofi the source, customers typically 

pay with a credit card and receive a confirmation ( or PNR) number. Some 

carriers automatically mail an itinerary showing flight details, fare, seat 

assignment and confirmation number, which can help reassure nervous 

passengers by providing tangible evidence ofi their reservation. Self+-service 

check in for e-ticket passengers without luggage is currently available on many 

airlines, and this is soon likely to be extended to all travellers. Sabre is also 

currently working on the development ofi a system where passengers are sent an 

SMS message containing an e-ticket barcode to their mobile telephone. At the 

airport, the passenger can check-in or board the aircraft by swiping their mobile 
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telephone over a scanner. Other concepts being considered include a secure 

smart card that can be 'credited' with a ticket or boarding pass, which can then 

be 'debited' when the passenger checks in at the airport (Sabre to develop SMS 

check-in, 2002). 

Younger passengers and those who travel frequently seem to accept and use e

ticketing more happily than older people, and irregular fliers. In 1999 an IAT A 

Corporate Air Travel Survey found that 67% ofi business travellers were very 

comfortable with e-ticket, and would use it whenever available. A further 19% 

felt quite comfortable but wanted more information, while 12% were not 

comfortable and either wanted more information or would not use it again 

(Australia advanced on ... , 1999). Business travellers with many flights over 

numerous days like e-tickets because they are easy to change over the phone 

and eliminate searching for the correct paper ticket. However, many other less 

frequent travellers still feel anxious about going to the airport without a ticket. 

In many cases, international travellers like to have "a piece ofi paper", and in 

fact some countries still require physical sight ofi an onward ticket by customs 

and immigration for visa purposes. 

American research by ASTA in 1998 showed that 75% o:fi agents issued less 

than 30% ofi their tickets electronically. Only 0.4% ofi respondents issued all 

tickets as e-tickets (Business Travel News, 1998a, p. 16). This appears to be 
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rapidly changing, however. Bailey, quoting figures issued by the U.S. ARC 

comments (2000) that 

"most agencies are not stuck in the past. In fact, many are 
readily adapting to new methods of doing business in the 
travel and tourism marketplace. For example, in 1999, the 
share of e-tickets - electronic tickets using simply a 
booking reference - increased to 47.7%, up from a 32.7% 
share recorded at the end of 1998". 

Tyler agrees (2000, p. 92), saying that e-tickets look set to almost entirely 

replace paper tickets by the end of the decade. Some low-cost carriers, such as 

easyJet, do not offer the option of paper tickets (Whyte, 2000), thus keeping 

their costs low. 

Recognising the difficulty in getting people to change travel habits, some 

airlines are using both "carrot and stick" to encourage e-ticket use. Most major 

U.S. carriers offer bonus frequent flier miles for booking direct on their website, 

which will automatically raise an e-ticket. Some airlines charge more for 

issuing a paper ticket where an electronic version is available. From April 

2000, British Airways will charge a £25.00 fee if passengers pick up paper 

tickets on departure when an e-ticket was available. The charge will apply to 

travel agents and customers booking directly, the exception being for 

reservations of over four sectors, being the current limit for electronic tickets 

(Tyler, 2000, p. 92). Although European and Asian carriers have had greater 

difficulty in encouraging the change to electronic documentation, by the last 

three months of 2001, an average of one e-ticket was issued for every paper 

ticket in Europe (Sabre to develop SMS Check-In, 2002). In the United States, 
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80% of flights are domestic; in Europe 80% are international journeys. 

Electronic ticketing is still frequently not 'paperless'; most people want a 

receipt, most airlines still issue paper boarding passes at check-in, and a number 

of government regulations mean that various 'notices' must be provided to 

passengers on international flights. For example in Europe the onus is on travel 

agents to advise clients of their rights under the Warsaw Convention, which 

may mean sending a letter or fax. There are now moves to have this 

requirement revoked (Tyler, 200, p. 95). Another major problem is that e

tickets are currently restricted to four sectors, and do not allow interlining. This 

makes changing to another airline at the last moment very difficult, as the 

computer systems used may not be compatible. On the other hand airlines will 

usually honour a paper ticket for someone who has missed a flight or has to 

make a last minute change, but without physical proof, such changes can be 

difficult to make. There is evidence that some airlines are beginning to co

operate on this, particularly those carriers in strategic alliances. IATA and IBM 

are jointly working on developing an e-ticket system that will allow interlining 

(Tyler, 2000, p. 95), and this major improvement to the system will aid 

acceptance. Star Alliance was expected to introduce an alliance-wide, 

interlineable system in 2000 (Campbell, 1999, p. 4). 

Culture and a country's level of technology also affect the acceptance of e

ticketing. easyJet (sic) gets far fewer bookings from Southern Europe than it 

does from the U.K. On the Continent, the Swiss are the most likely to book on

line, whilst bookings from Eastern Europe are fraught with technical problems 
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(Whyte, 2000). Not all airlines use the same electronic-ticketing systems. 

Some airlines, including Air France and Lufthansa, have offered electronic 

ticketing in the form of smart cards. Prior to its demise in September 2001, 

Ansett Australia offered self-service check-in machines. 

In recognition of the changes brought to the travel industry by electronic 

ticketing, IATA approved, in early 1999, a model for a new type of travel 

agency dedicated to the sale of e-tickets, which would not require the trappings 

of a traditional agency to be accredited. A strong, fire-proof safe for storing 

ticket stocks would no longer be required, and back-office procedures could be 

out-sourced (Traveltrade, 1999c, p. 5). 

The spread of electronic ticketing on international routes is threatening the 

traditional notion that tickets must be purchased in a traveller's country of 

origin, and at the "correct" fare for that direction of travel. Regular fliers may 

be able to use the Internet to order electronic tickets from foreign agents or 

airlines, at reduced rates (Campbell, 1998, pp. 1, 8), or by taking advantage of 

exchange rate fluctuations. 

In the past, a customer telephoning an airline could make their booking and 

would be told to go to an authorised travel agent for the ticket to be issued. This 

in effect provided airlines with a large network of sales outlets, but also 
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controlled the outlets by restricting ticket issue to accredited agencies. The 

airlines say that travel agents in this situation are no longer adding any value, 

yet are being rewarded for issuing the documentation. It is hard to argue against 

this statement. With airline commissions being the major source of income for 

most agencies, they saw themselves as an extension of the airlines (Rutledge et 

al., 1999, p. 9). Electronic ticketing simply makes this function redundant. 

Travellers contacting the carrier via any method - old technology or new - can 

complete the transaction directly with the carrier, instantly. The principal saves 

if the booking is made on-line, and saves again if an e-ticket is raised instead of 

paper documentation. 

6.4 Are service fees the answer? 

There was much discussion in the Australian travel trade press during the late 

1990's about how travel agents could stay viable (Lenthen, 1998a). The head of 

United Airlines in Australia, Anne Keating, was quoted as saying "They 

(agents) have to stop doing everything for nothing and start charging for the 

services they provide' (Marshman, 1999c, p. 1). Jim Clements, former 

chairman of air matters for the Universal Federation of Travel Agents' 

Associations (UFTAA) commented that: 

"Commission as our main source of income was likely to 
fade away ... With the introduction of the commission cap 
there was a dawning of a new idea that travel agents should 
be more than commission agents and that in the future they 
would have to rely on other forms of income ... I can see that 



the industry is moving and that we as agents are going to 
have to choose who we deal with" 

(Marshman, 1997b, p8). 
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The heads o:fi two o:fi Australia's largest agency groups, Paul Fleming o:fi Harvey 

World Travel and Graham Perry o:fi Traveland felt that "professional fees for 

service" were "inevitable" (Lenthen, 1998b ). In fact, in August 1998 AFT A 

asked the Australian Competition and Consumer Commission (ACCC) to 

approve both a scale o:fi suggested charges for itinerary preparation services, and 

a booklet advising agents on how to implement such fees. The then AFT A 

Chairman, Byron Roberts was quoted as saying that he thought fees would 

"come along quite quickly .. .it's already the practice in the States and Canada 

[and] it's coming into Europe" (Lenthen, 1998a). The booklet was approved, 

and seminars regarding the implementation o:fi service fees were scheduled 

throughout Australia during February 1999 (Traveltrade, 1999b, p. 3), however 

the AFTA scale o:fifees was deemed to be anti-competitive by the ACCC. Some 

o:fi the large agency chains, such as Thomas Cook, introduced their own service 

fees (Travetrade, 1999e, p. 1; Thomas Cook, 2000) but anecdotal evidence 

showed that the vast majority o:fi small agencies were loathe to follow suit, 

believing that the public was not ready to accept the move to fee for service. 

Tepper (in Carroll, 1997a) argues that the resistance to charging fees comes 

more from a lack o:fi sense ofiidentity, thinking in terms ofi being an agent in the 

almost literal sense - "All we do is represent a supplier's product, we do not 

actually add any value" - and that this needs to change. 
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6.4.1 "We are no longer a travel agency" -A Case Study 

In the United States, there were two reactions to commission caps and cuts: 

travel agents were either shocked, and saw the situation as a catastrophe, or they 

expressed relief and saw it as "liberation". According to a survey conducted by 

ASTA (Travel trade, 1998e), nearly two-thirds of U.S. agencies charged service 

fees to book travel by 1998, compared with only about 25% in 1997. The 

average fee per transaction is US$10, but can range from US$5 to US$100. 

Agencies charge the most for trip planning or research (Cockerell, 1998, p. 5). 

Corporate agencies had already begun moving towards a service-fee basis, as 

they did not want to be linked to supplier prices. Leisure specialists most often 

preferred not a fee but rather a deposit collected for work to be done, which was 

taken off the fnal price if a booking was made. The U.S. has many more 

independent agencies than in Australia, where several large franchise groups 

provide customers with the comfort of a brand name. On the other hand, many 

North American travel firms are quite large and offer the staff training that is 

necessary when change is implemented. It is thus increasingly common there 

for fares to be quoted without a commission built in, and a fixed fee for service 

charged (Bailey, 2000, p. 1). This case study of how a US travel agency re

positioned themselves in the marketplace to survive distribution changes was 

adapted from an article by Fellman (1999, p. 1). The voice used is that of 

Michael Pingrey, General Manager. 
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The story of ACT Travel, Washington 

When faced with commission cuts and caps, the owners of ACT Travel Agency 

in Washington, USA, considered a number of options including closing down, 

merging with another company or re-positioning the firm. They chose to do the 

latter, and General Manager Michael Pingrey told his staff that they were "no 

longer a travel agency; we are a travel management consultancy firm". ACT 

Travel decided to focus on high-end corporate travel, whilst it retained some 

leisure-travel clients, and used the opportunity to position themselves as an 

agency of travel "experts" providing top-notch service, as opposed to being 

mere airline ticket processors. 

"Today if you want to make it as a travel agency, you've 
got to say 'I'm here to consult with you because I bring to 
the table the expertise you don't. Agencies are positioning 
themselves as experts by expanding or honing their 
services, keeping tabs on customers' preferences through 
database tracking, and providing quick convenient customer 
assistance through the Internet and corporate intranets". 

In 1995, the first year of commission capping in the U.S.A., ACT Travel saw 

their income drop by $US55,000, almost 1 % of their annual gross sales of $US6 

million. The management's first decision was to begin charging clients for most 

of the basic services the agency offered, in exchange for improved quality of 

service. Domestic airline tickets incurred a $US25 booking fee. For Amtrak 

tickets it was $US20. The better quality service included personal delivery of 

tickets, and accepting the handling of "such time consuming business as getting 

visas for clients travelling internationally", a service not usually offered by 
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American agents, although quite common in Australia. Airline bookings were 

still 78% oil ACT Travel's volume, but after a second round oil commission 

caps, income from that business was reduced to only about 48% oil the monthly 

revenue, as the agency began to increasingly sell other products with higher 

margins, such as cruises and hotel accommodation. Adapting to the new 

business paradigm emphasises the move for agents to stop seeing themselves as 

selling agents oil principals to being buying agents oil consumers. ACT Travel's 

customers are happy to pay for the expert service that the staf!D provide as 

"travel managers". 

The "fee for service" option has not been so strongly embraced in Australia, 

although it does exist (Traveltrade, 1999e, p. 1 ). The service fees typically 

recommended include fees for consultations. For example, in the case oil a 

leisure agent, a deposit oil up to $A200.00 may be requested for planning a 

detailed itinerary. The deposit would generally be deducted from the cost o:Dthe 

arrangement once a booking is made, but forfeited iii the traveller books 

elsewhere (Lenthen, 1999a) [Refer to Appendix 3 for Thomas Cook service fees J 

In 1999 (Petty, 1999a, p4) Qantas introduced service fees to its retail network 

and was congratulated by the management oil Thomas Cook and National World 

Travel. (The fees introduced by Qantas Travel Centres are shown in Figure 

6.6.) 
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Lenthen (1998b) noted that many agencies introduced fees for services that did 

not bring in commission, such as frequent flier bookings. The American 

Express Travel Service has been charging service fees for corporate clients for a 

decade (Bush, 2000). It is crucial that travel agents provide a service that 

travellers are prepared to pay for, i:fithey expect them to pay a fee. I:fithere is no 

value added by the agent, the consumer will choose to purchase via another 

distribution channel. The value could be in the form o:fi convenience o:fi location, 

price or expertise. Luky Wilson o:fi Jetset Travel Frankston, Victoria, is quoted 

by McCarthur (1998, p. 8) regarding whether her agency had seen a backlash 

from consumers to the introduction o:fi service fees: 

"No, not really. It's made us look totally professional. 
Everyone's afraid o:fi trying something new - thinking 'my 
God i:fil do it they'll go around the comer'- but we have not 
found that." 
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Wilson says that her stafti members are highly trained in particular fields, and 

that since her customers feel that they are dealing with an expert, price is less ofi 

a question for them. Indeed, she found that many customers expected to be 

charged fees for making amendments or cancellations, anyway (McCarthur, 

1998, p. 8). Levere (1997) suggests that other countermeasures against falling 

income that could be taken by agents includes reducing their reliance on air 

commissions by actively seeking hotel and cruise business, and by adopting the 

new technologies as a sales tool themselves. 

One ofi the contradictions ofi the term "travel agent" that must be asked is "agent 

ofi whom: customer or principal?" Customers generally refer to "my travel 

agenf', and probably assume that the travel consultant is working with their best 

interests in mind. Legally however, the travel agent has been the "agent" ofi the 

supplier. Some fee-based agencies now prefer to be called "travel management 

companies", distinguishing themselves from the old commission-based ones, 

and reinforcing this independent concept (Bailey, 2000, p. 1). Graham Perry ofi 

the Australian agency group Traveland says: 

"I have a personal aversion to the term 'travel agent'. It is 
outdated and all too frequently conjures up negative images 
ofi bucket shops and cheap deals. (The term) needs to be 
replaced with one that reflects the true professionalism, 
expertise and specialist knowledge which is critical to our 
future." 

(Travelweek, 1997, pi6) 
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6.5 Summary: Whither now for travel agencies? 

Many industry people feel that the commission caps were a necessary "splash ofi 

cold water in the face" for travel agents, forcing them to rethink their method ofi 

compensation, and their place in the value chain (Merkley, in Levere, 1997). 

Travel agents can no longer assume that they exist in a marketplace ofi 

uneducated consumers who will automatically call on the agent for advice on all 

types ofi travel. The "New Tourist" is a much different client to the mass 

tourist; they are experienced travellers who want to go to different destinations, 

and undertake their travel for individual motivations. For this, they need a 

specialist travel consultant who understands their needs, and can provide added 

value in the form ofi personal experience and in-depth knowledge. This topic 

will be discussed further in Chapter 11. Ifi the travel purchase is for a point-to

point airfare however, then there is little more a travel agent can provide when 

compared with the principal's web-site, not even place or time utility. Chapter 

7 will consider the development ofi information technology in the travel and 

tourism industry, and its impact on agents. 
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INFORMATION TECHNOLOGY INTRA VEL AND TOURISM 

Introduction 

"The traditional distribution network ( can) not ignore the 
reality that suppliers (are) by-passing intermediaries and 
going direct to consumers" 

William Liu, CEO ofi Abacus 

Although Buhalis, (1998, p. 412) comments that information technologies have 

"pivotal implications for the distribution channel, as they introduce 

unprecedented and innovative methods", electronic sales are not a new 

phenomenon in the travel and tourism industry. Indeed "travel agencies are no 

strangers to information technology and are highly dependant on up-to-date, 

accurate information" according to Standing and Vasudavan (1999, p. 22). This 

chapter will follow the development ofi information technology in travel and 

tourism, and reflect on its implications for the distribution channel, and travel 

agents in particular. 

7.2 Cnmputer Reservation Systems 

Until the mid-1990's, airline-based Computer Reservation Systems (CRS) were 

the dominant form ofi Information Technology used (Poon, 1993, p. 12). In 

1953, American Airlines and IBM began a partnership to develop the first 

computer system to handle airline reservations, ticketing, schedules, seat 

inventories and passenger name records, which came into use as SABRE in 
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1964 (Sheldon, 1997, pp. 17 and 20). Until the mid-1970s however, airline 

CRS 's were used only for proprietary airline information and the airlines' major 

sales outlets (travel agencies) had no direct access to the information they 

contained. In 1975, an attempt was made in the United States to create a single 

industry reservation system that would give travel agents access to all major 

airline information, however no agreement was reached and the plan failed 

(Sheldon, 1997, pp. 22-23). Due to increasing competition in the market at this 

time, system operators were forced to offer not only the basic components ofi an 

information booking system but also additional services such as visa and health 

. information (Schulz, 1996, p. 18). Sabre and the other major U.S. CRS, Apollo 

( owned by United), then augmented their systems to provide information on 

other airlines and began leasing their systems to US travel agents. From the 

start, Sabre treated its CRS as a separate business, and targeted the largest travel 

agencies. Sabre continues to see agents as partners (Booth in Marshman, 1999e, 

p. 11. Apollo viewed its CRS more as a utility for agents to book United 

Airlines flights (Tunstall cited in Sheldon, 1997, p. 23). By the 1980's US 

agents wishing to automate had a choice ofi five different CRS systems. In 

1993, 96% ofiUS travel agents had a CRS in their office (Poon, 1993, p. 17). 

In Europe and Asia, more airlines were computerising their operations, but until 

the 1990s no computer reservation systems were available for travel agent use 

(Farris et al in Sheldon, 1997, p. 23). Lee (1998, pp. 156-157) comments that 

although by 1997 the adoption rate ofi CRS's amongst Taiwanese travel agents 

was 74.59%, approximately 78% ofithose agents were having trouble using their 
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system. Videotext technology was used in some countries (Germany and the 

United Kingdom for example) to process travel agent reservations. Two 

European and one Asian airline consortia developed multi-airline CRS systems 

for agents to use. The two European systems were called Amadeus and Galileo, 

and the Asian system Abacus. Subsequent mergers mean that there are now 

four major global CRS's available to agents. A survey of; CRS's in September 

1997 by Amadeus showed that whilst Amadeus had more connected stations, 

Sabre in fact controlled a slight majority of.reservations (27%). The three major 

CRS 's in fact have similar shares, with Worldspan being much smaller (Refer to 

Figure 7.1 below). 

Figure 7.1 - Comparison of world-wide CRS connections and reservations 

(Sourees: Lee, 1998, p. 157; Lawler, 2000, p. 142) 

7.2.1 Travel Agency Automation in Australia 

Automation of; reservations for agents was a hot topic in the Australian travel 

industry during the 1970s and 1980s. Travel Industry Automated Systems 

(TIAS) was set up in 1978 as a joint operation by Qantas Airways, 

TransAustralia Airlines (TAA) and Ansett Airlines "in order to prevent any 
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foreign airlines from establishing a CRS network amongst travel agencies in 

Australia" (Lawler, 2000, p. 147). The first Australian agent was automated in 

October 1981, and TIAS provided a single user-interface so that travel 

consultants would not have to learn different commands for different carriers. 

A travel industry-specific version ofi Telecom Australia's VIATEL system 

(Travtel) was also suggested as suitable for smaller agencies that could not 

afford CRS fees. In a 1989 AFTA report, it was expected that 60% ofi 

Australian travel agencies would be automated by 1993 (AFTA, 1989, p. 52). 

Despite the success ofi TIAS, it became clear that "developments overseas 

would soon overtake the local system" (Lawler, 2000, p. 147). In 1988 Qantas 

formed a Joint venture with Sabre to distribute a regional version ofi this system, 

which included "Australianised" product, whilst Ansett and TAA signed with 

Galileo. The result ofithis was that TIAS ceased to operate in 1991. There was 

not, however, a large enough market to support both Fantasia (Sabre Pacific) 

and Galileo (Southern Cross Distribution) in Australia, and by 1993 the three 

major Australian carriers decided to resurrect TIAS. The intention was to 

operate the two systems as separate businesses, but with one central 

administration. Qantas took over Australian Airlines (formerly TAA) in 1993, 

taking its equity in TIAS to 50 percent. Air New Zealand took 25% and spread 

the network across the Tasman, with Ansett retaining its original 25%. In 1999 

Air New Zealand purchased Ansett, thus leaving TIAS split 50% between 

Qantas Airways and Air New Zealand (Lawler, 2000, p. 147). Amadeus 

entered the Australian market in 1996 after they secured a local distribution 
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agreement with Telstra. The company was called Atlas Travel Technologies. 

The two-thirds ownership by Telstra was unusual in the industry, as the CRS 

companies (and thus their airline owners) prefer to be in control. This in fact 

has happened with the recent acquisition of Telstra's share in Atlas by Amadeus 

(Traveltrade, 2000a, p. 18). 

In Australia, Global Distribution Systems companies charge a flat monthly fee 

depending on the number of terminals and the types of services required by the 

travel agent. In almost all cases, part of the fee will be rebated depending on the 

volume of bookings made. In some cases, if the volume is high, the GDS 

provider may even pay the agent for using the system. GDS firms also offer 

help desks on toll-free lines (Lawler, 2000, pp. 150-151). The GDS firms offer a 

range of products to travel agents. For example, a small share of the Australian 

market is also held by Abacus, a version of Sabre that specialises in the Asian 

market (Lawler, 2000, p. 148; Lyons, 1998b, p. 5). Sabre also offers the Sabre 

Net product to small agents with one or two workstations, giving them the 

opportunity to cut their connection costs by up to 75%. Sabre Net allows agents 

to connect to Sabre's reservation systems by replacing their dedicated 

communication line with an Internet connection sourced from an Internet 

Service Provider (ISP). The ISP connection is offered at around $A45 per 

month compared with $A300 for the dedicated line. By 2000, 95% of 

Australian travel agents were connected to a reservations system, and according 

to Lawler (2000, p. 148) "more significantly, the additional value-added 

services used by Australian travel agents, such as integrated back-office 
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accounting systems, corporate management products and Internet booking tools, 

mean that the Australian market leads most countries in the world in travel 

agency automation." 

7.2.2 From "inflexible dinosaurs" to "electronic supermarkets" 

Within the world of Computer Reservations Systems, two categories of airlines 

have emerged; airlines affiliated with a computer reservation system used by 

travel agents for multi-carrier (and now multi-product) information and 

bookings (vendor airlines), and those without such affiliations (non-vendor 

airlines) (Sheldon, 1997, p. 23). CRS's associated with vendor airlines have 

become known as Global Distribution Systems (GDS's), and all GDS's except 

Sabre now have multiple carrier affiliations, and all provide important electronic 

distribution channels. Non-vendor airlines can reach travel agents in two ways. 

Firstly they can become co-hosts with a vendor airlines by listing their flight 

information and seat inventory on a section of the ODS hardware, for which 

they pay a fee. Approximately 50% of all airlines are represented in this way 

(de Pommes et al., in Sheldon, 1997, pp. 25-26). Secondly, an airline can 

develop its own CRS and then link that to a ODS. Once connected, any 

booking that comes through the ODS into the airline's own system requires a 

payment in the order of $US2 - $US3 (Sheldon, 1997, p. 27) to the ODS 

processing the booking. Return bookings, or hotel and car rental reservations 

incur an additional fee, and fees are also charged for each additional passenger 

(Lawler, 2000, p 143). To avoid overlapping, principals integrated their CRS 

with GDS's by developing interfaces, and several "switch" companies, such as 

THISCO (now Pegasus) and WIZCOM, emerged to facilitate inter-connectivity 
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(Buhalis, 1998, p. 412). In this way, GDS's have changed from being tools of 

their vendor airlines to become "electronic travel supermarkets", offering a 

variety of tourism and leisure products (Buhalis, 1998, pp. 412, 423). The 

current trend is for airlines to concentrate on their core airline business and 

outsource their reservations to the GDS companies (Lawler, 2000, p. 146). 

Lawler gives a graphic example of this. In late 1999, British Airways and 

Qantas (25% owned by BA) began to investigate the possibility of outsourcing 

their entire inventory, management and distribution systems, and eventually 

awarded the contract to Amadeus (2000, pp. 146-147). loannides and Debbage 

(1998) comment that this is a typical strategy aimed at vertical disintegration, 

and obtaining external economies of scale. It should be noted however, that 

despite this instance of apparently stepping back from control of the distribution 

channel, British Airways continues to use and retain control of a number of 

parallel distribution channels. 

Criticism of CRS's as "inflexible dinosaurs" (Schulz, 1996, p. 19) have mainly 

related to the insufficient scope of services offered in the past, and the high 

distribution costs still involved. Although booking airlines is easy, there are 

numerous needs that existing CRS's have not done well. Fare quoting is often 

quite complicated due to the number of rules, routes and carriers possible. 

According to Schulz (1996, p. 19): 



"Price transparency or even price negotiation is not 
supported by the systems. Therefore, it always requires a lot 
of: time to fmd the best fare. One of: the reasons for these 
shortcomings is that CRS's are owned by airlines who are 
not interested in making their products comparable." 
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In the years smce Schulz wrote, travel agents have demanded "best buy" 

functionalities and information about negotiated fares, and the GDS companies 

have responded by improving user prompting significantly, so that now even 

inexperienced users can easily learn how to work with the reservation 

procedure. For example, the FlightFinder facility of: Sabre provides agents with 

the ability to search for seat availability based on a specific fare, rather than vice 

versa, as had been the case. Most systems now store airline schedules and 

availability, and allow for reservations on almost 700 airlines (Lawler, 2000, p. 

142; Schulz 1996, p. 17). Airline flights do not require complex descriptions, as 

they are usually a straight forward product - departure and arrival times, 

routing, availability of: particular reservation categories, and possibly the fare -

but Schulz (1996, pp. -18) commented that it is not always easy to describe the 

products of: other service providers appropriately with only a limited amount of: 

information. In the case of: hotels for example, information about the price, the 

size of: the bed and the property's approximate location alone is not a 

meaningful description for potential customers. 
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7.3 Principals attempt to control agency use of GDS 

As principals must pay fees to the GDS companies for every segment booked by 

a travel agent, there has been concern over the growth of a number of agency 

practices, operations and procedures that may be costing principals more than is 

necessary to distribute their products. In 1997, Qantas Airways identified up to 

fifty examples of so-called "agent abuse" of GDS's amongst Australian travel 

agents that they intended to "wipe out" by introducing financial penalties 

(Carroll, 1997, p. 1 ). A typical example of these practices is the use of so-called 

"passive segments", land content sectors shown for ease of working with the 

entire itinerary (Eg. show~ng a rail segment that fills the "gap" between two 

open-jaw flight segments, where the train has been booked over the phone, not 

using the GDS). Although the entry in the GDS is merely intended to assist the 

agent, and is not illegal in any sense, the GDS still charges for it. On the other 

hand, whilst some fare calculation and ticketing errors are genuine, a minority 

of travel agents do attempt to illegally get around fare construction rules, 

payment deadlines or the inability to change reservations, in order to obtain the 

business, or to make more commission. In late 1999, Qantas issued more than 

$Al million in agency debit memos in just one week following the launch of its 

new integrated revenue enhancement system, which interrogates booking data 

provided to carriers by the GDS systems, and picks up breaches of fare rules. 

The airline was so determined to enforce the regulations, and so recoup costs, 

that only the two top sales managers in Australia could authorise an exception 

(Marshman, 1999h, pp. 1, 6). Major carriers around the world have been 

involved in similar crackdowns on controversial ticketing practices (Welt, 
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1999c, p. 1). Merchant fees on credit cards have also been a major problem for 

airlines, as it is usually them who accept the fees when a ticket is purchased, not 

the travel agent. Qantas felt that agents could encourage greater use o:fi EFTPOS 

rather than credit cards, although this contradicts their own involvement in 

credit card bonus schemes. The distribution ofiprinted timetables would also be 

reduced, and agents encouraged to access the information via the Internet or 

other electronic means. In a similar move to that o:fi Qantas, the European 

Union legislation passed in 1997 allowed GDS companies to crack down on so

called "agent abuse", including phantom bookings used to increase earnings. 

Under the legislation, agents were also required to show clients how airline 

information appeared on the screen, rather than selectively inform them as to 

availability based on which airlines would pay the highest commission. The 

GDS firms were also asked to show rail services on the same screen as flights to 

avoid "discrimination." (Crackdown on System Abuse ... , 1997, p. 3). 

7.4 Where to now for the GDS? 

7.4.1 Global Distribution 'Networks (GDM's) 

The GDS companies have recently begun to offer what is referred to as "hybrid 

technology", a combination o:fi the existing CRS technology and the Internet, 

sometimes called a Global Distribution Network, or GDN. TIAS explains the 

hybrid to agents using the analogy o:fi a river delta. The agent has the 

opportunity to steer his "vessel" into many channels, but some streams are 

limited due to the destination port's docking facilities - some streams can only 
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be travelled by old-fashioned steam powered ferry, and some by a high tech 

craft. For suppliers or wholesalers trying to decide whether to distribute directly 

or through agents, Cook (1999) suggests that they should use both options, 

maximising their distribution exposure, and use technology to make it easy: 

"The latest technology that TIAS has developed enables you 
to, from one central repository, be it your database or one 
that we develop for you, to link to the CRS terminals ofi 
agents, to link to the agents' sites via an Internet link, or to 
upload the data in an appropriate format for your web-site. 
All ofi this with only one central point but tailored or 
customised for the particularly audience in question. Further, 
this LINK technology is modularised such that you can 
distribute several forms ofi information according to what 
best meets your needs and you are accessed using your own 
logo and name as opposed to being part ofi a list ofi other 
suppliers' options available to the consumer or agent." 

Improving on the hybrid model, Extensible Markup Language (XML) will 

enable an application or a source ofi information to be written once and 

published in multiple environments, old and new. In other words, the same 

source code document can be written for CRS, mobile phone or web T.V. Also 

shortly anticipated is the ability to access specific applications on-line, via an 

Applications Services Provider, without necessarily needing more sophisticated 

hardware (Cook, 1999). 

Other innovations from the GDS companies include the inclusion ofi reporting 

tools to assist agents. For example, AbascusFOCUS downloads host PNR 

bookings data and extracts data from ticketing/itinerary files to populate its 
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database. Agents can then use the data to analyse business and travel trends, 

and produce customised reports (Carroll, 200le, p. 20) 

7.4.2 Electronic seat firming on flights 

Since ticketed passengers are much more likely to turn up for a flight than those 

who merely hold reservations, a simple way for airlines to transform bookings 

into seat-occupying bodies, and therefore revenue, is to enforce ticketing time 

limits on travel agencies (Henderson, 1999). Some carriers including Delta and 

Mexicana use a robotic flight-firming product to reduce wasted seats. A firm 

auditing CRS fees for a number o:fi airlines designed the tool, which was 

requested by carriers to find a way to stop bogus and speculative bookings being 

made. They wanted to reduce no-shows, seat spoilage and oversales. The 

application identifies agency PNR's without ticket numbers and notifies the 

agency ofi the ticket deadline via an "Other Service Information" (OSI) message 

to their workstation. Ifi a ticket has not been issued by the deadline, the software 

takes whatever action the customer airline specifies - cancels the reservation, 

issues another warning or sends the PNR to a queue for example. Flight firming 

is a not a new idea, but it had previously been done by a manpower-intensive 

process, and was generally only used ifi serious over-booking looked likely, 

whereas the computer continuously sweeps flights as far as 335 days out. 

Although the agent's GDS automatically sends ticket numbers to the airline 

when issued, the airlines have not been able to enforce the situation until now. 

In classes without ticketing time limits, the system can scan for fictitious or 

duplicate bookings, which cost airlines unnecessary GDS charges. 



7.5 Shopbots and Pricebots 

"Shop bots deliver on one OD the great promises OD electronic 
commerce and the Internet: a radical reduction in the cost ofi 
obtaining and distributing information." 

(Greenwald and Kephart, 1999) 
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Another new technology, shopbots (also known as "personal agents") are a type 

OD software program that can automatically search the Internet based on specific 

characteristics requested by the traveller to find the most appropriate products. 

The term shopbot comes from the words shopping and robot. Shopbots can 

search hundreds OD sites and collate the information all within seconds (Cook, 

1999; Greenwald and Kephart, 1999), and are self,.learning. Shopbots "learn" a 

person's preferences from their responses to, and purchases from, previous 

searches (Buchanan, 1996). The significance ofi shopbots is that they 

substantially buyer search costs for product and price information (Brynjolfsson 

and Smith, 2000, p. 2), and a final solution may be found that does not require 

the consumer to sort through the alternatives themselves, thus making the travel 

agents' job redundant. 

Greenwald and Kephart (1999) further predict that the next type OD personal 

agents will be 'Pricebots. These will be economically-motivated intelligent 

agents that will continuously re-set prices to maximise the profits OD firms, just 

as shop bots seek prices that minimise costs for consumers On the other hand, ifi 
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the Internet becomes tied up with 'Pricebots and shopbots trying to out-price 

each other, the potential of the technology to significantly ameliorate market 

frictions disappears. 

The assumption that is made with personal agents is that a software program can 

appropriately represent the needs and wants of the consumer. However, the 

purchase of a "very expensive, complex product or service such as an extended 

international holiday requires a great deal of information and reliable expert 

advise" according to O'Brien (1999, p. 130), due to the high perception of 

purchase risks (See Chapter 4 for detail on 'Perceived risk). 0 'Brien also 

suggests that in order to be able to meet the demands of the "New Tourist", and 

find appropriate destinations and products, that software agents must be able to 

search the Internet semantically. Most current World Wide Web search engines 

rely on keywords out of context, free text searching for words, or Boolean 

combinations of words to identify matching sites and pages. This assumes that 

the computer user and the web page creator have the same understanding of the 

words or keywords (i.e. semantics), however this is often not the case. For 

example, hotel rating systems around the world vary considerably; an Australian 

traveller who requests a three-star hotel in the United Kingdom may be most 

surprised upon arrival to find that the bathroom is shared, which would not be 

the case at home. A travel agent who has travelled to the U.K. can advise their 

client of such differences in advance; alternatively, a computer architecture that 

facilitates semantic mapping of customer preferences could be designed as an 

intelligent travel consultant's assistant. (O'Brien, 1999, pp. 132-133). 
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Work is currently being conducted within Australia, and overseas, to create 

programs that will allow simpler communication between various travel 

industry computer systems, the Internet, and new programs such as shopbots. 

For example, the Decipher prototype that has been developed by the 

Cooperative Research Centre for Sustainable Tourism (CRC Tourism, n.d.) has 

the ability to access various data sources at their origin, regardless of the format 

in which it is held. 

7.6 

"Decipher 's main advantage over all current data 
warehouses, search engines, and business information 
systems, is the ability to flexibly adapt to the almost 
unlimited number of user requests through its unique 
Knowledge base and Solution framework." 

(CRC Tourism, n.d.) 

Direct distribution using Internet technology 

"The use of the Internet for reservations provides many 
possibilities for cost-effective direct distribution to the end 
customer. This disintermediation of the travel agent 
eliminates the payment of commissions and fees to GDS 
companies in particular, and can increase load factors at the 
same time." 

(Schulz, 1996, p. 19) 

No analysis of disintermediation can be conducted without an in-depth 

consideration of the impacts of the Internet on business. According to the 

Australian Bureau of Statistics, during the twelve months to November 2000, 

6.9 million adults, or 50% of all Australians accessed the Internet (Bolin, 2002, 

p. 1 ). Airlines are the principals who have made the greatest use of Internet 
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distribution. Airline home pages on the World Wide Web (www) vary in 

design and composition, but most allow consumers to view schedules, fares and 

fare rules, and allow flights to be booked on-line using a simple "point and 

click" method. The displays are simpler and easier to follow than the ones on 

traditional CRS screens, making the travel agent's interpretive function 

unnecessary. Frequent flyer club information is often found on home pages, 

and payment by credit card is possible over the web. Sheldon comments that 

business travellers are especially keen to book their own flights, and that "this 

direction, along with ticketless travel is irrevocably changing airline distribution 

channels" (1997, p. 27). For this reason, much o"tl the discussion in this section 

will relate to how airlines have used the Internet in their distribution. 

7.6.1 What is the Internet? 

"Without question the single greatest impact on travel 
technology over the last five years has been the Internet. 
As in most industries, the Internet is completely redefining 
how the travel industry works today and in the future." 

(Lawler, 2000, pl55) 

"(The Internet) is a powerful, dislocating force that could 
overturn the constraints o"tl location, scales and time zones. 
It has the potential to undermine businesses and give huge 
opportunities to previously unknown start-ups. It could, in 
the words o"tl Bill Gates, head o"tl Microsoft, the world's 
largest software company, usher in 'a New World o"Dlow
friction, low-overhead capitalism."' 

(Houlder in Butler et al., 1999, p8) 
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The Internet is a decentralised communications computer network whereby 

computers are linked in such a way as to pass on information from one to 

another until the source OD the data, or the final destination for commands, is 

reached (Adam and Westberg, 1998, p. 1). It was originally developed in the 

1960's by U.S. defence researchers, and spread throughout the academic 

community during the 1970s and 1980s. According to Kennedy (1994, p. 102) 

"its anarchy makes it a great political, social and business leveller because it 

gives anyone access to the global market from a home computer." It is a 

relatively new and constantly changing infrastructure, composed OD new 

technologies and applications, which first became available to the general public 

in the mid-1990s (Mougayar 1997, p. 34). There are four major areas OD 

Internet commercialisation; communications and collaboration, networked 

applications, real-time multi-media (such as distance education and video 

conferencing) and electronic commerce (Mougayar 1997, p. 35). The Internet 

has several characteristics that have helped it assume such importance in our 

society; the first is the almost unlimited amount OD information available to the 

user and the second feature is that this information is easy to access and use 

(Lawler, 2000, p. 150; Mougayar, 1997, p. 35). The Internet thus offers great 

commercial potential to organisations in travel and tourism since the industry is 

largely information dependent (Alton and Bennett, 1998, p 195). On the other 

hand, the Internet has the capacity to render irrelevant a number OD the 

advantages offered by marketing channel intermediaries such as travel agencies. 

These include wider geographical distribution, lower costs, "one stop 

shopping", and ease OD access for purchasing. The Internet can provide all OD 

these, plus time convenience ( commonly known as "24/7 accessibility" - ie. 
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twenty four hours per day, seven days· per week) and greater consumer control 

in both the information search and decision-making stages ofi buying. In 

addition, the multi-media aspects ofi Internet technology mean that travel and 

tourism organisations can provide "rich" content to accompany written text, that 

tangibilises the product in a way that cannot be achieved with printed brochures, 

or even video. However, before these themes are considered, the concept ofi 

electronic commerce will be investigated. 

7.6.2 Electronic commerce 

Mougayar (1997, p. 31) classifies definitions ofi electronic commerce into two 

categories. The first type ofi definition relates to all transactional aspects 

surrounding and including the buying/selling cycle. Mougayar gives an 

example: (1997, pp. 31-32 his emphasis): 

"Electronic commerce is about a global electronic 
marketplace that enables all members ofi a value chain to 
interact spontaneously for mutual benefits. It provides an 
environment where customers are empowered to control 
the buying process more effectively, receiving and accessing 
personalised information. It provides a platform for 
complete relationship management, not just a one-time 
transaction." 

(Whiting, n.d. cited in Mougayar, 1997) 

Mougayar feels that such a definition is appropriate because it highlights the 

concept ofi the creation ofi an open (global) marketplace, customer 

empowerment, and the fact that electronic commerce can be used as a platform 

for managing better relationships with customers. This definition has a far 

broader understanding than the "narrowly focused ones that have been 
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publicised by the press" (Mougayar, 1997, pp. 32-33), however the Internet is 

only a "market" ifi it directly generates new or additional revenue. Ifi it merely 

provides sales leads or referrals it is still simply a communications medium 

(Mougayar, 1997, p. 88), a promotional tool. It should not be assumed that all 

phases ofi a market transaction - from the search for information, to the 

contracting phase, to delivery ofi travel documents - will necessarily be 

automated through electronic systems, in what is generally referred to as "e

commerce" (Schertler and Koch, 1999, p. 28), but the Internet does enable 

consumers to deal more directly with a principal, and to feel that they are "in 

charge" ofi their purchasing (Alton and Bennett, 1998, p 195). 

A second way to define electronic commerce is described by Kalakota (in 

Mougayar, 1997, p. 33) as "the process ofi converting digital inputs into value

added outputs." This view sees the process as taking information as a raw 

material and producing added-value information-based products or services out 

ofi the raw information. Butler et al. (l 999, p. 9) prefer to use the term "e

business", where this is seen as the transformation ofi an organisation's internal 

processes through the application ofi web technologies. This second definition 

is similar to Mougayar's concept ofi electronic commerce as being about 

"businesses and consumers adopting a new process or methodology in dealing 

with each other. These processes are in essence supported by electronic 

interactions that replace close physical presence requirements or other 

traditional means" (1997, p. 34). 
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In instances where buying an airline seat has become a commodity, the travel 

principal does not need to physically deliver the product to the consumer; it is 

the buyer who goes to the product, and even hard-copy documentation can be 

dispensed with if e-ticket is used (Lawler, 2000, p. 155-156). Viewed this way, 

the decision to sell travel and tourism products over the Internet seems an 

obvious choice. Travel is in fact one of the most popular products available to 

buy on the Internet. Cole et al, (2000, p. 10) found that 45.8% of American 

users had looked for travel related information on the Internet. Stelios Haji

Ioannou, founder of easy Jet, says that "very efficient distribution systems mean 

that load factors can go up. We had 82% load factors in February (2000); show 

me a carrier who can match that" (Whyte, 2000). Fifty percent of easyJet's 

tickets are sold on-line (Whyte, 2000). An important part of their low cost 

operations is direct reservations; Southwest cannot be booked through the CRS 

of other carriers, thus they do not pay transaction fees. A large percentage of 

Southwest's reservations are made via the Internet, and their "look-to-book" 

ratio is very high compared to many other on-line providers (Roth, 1999). 

Whilst this approach is the one taken by the so-called "disintermediators" who 

make heavy use of the Internet as a distribution channel, not all travel bookings 

can be described as commodity transactions. The option therefore also exists 

for existing intermediaries to provide added value through developing on-line 

relationships with their clients, by taking advantage of the opportunities 

provided by the new technologies to mass customise. 
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7. 6.3 How the Internet Reduces Costs 

The business premise of many principals is that the existing retail travel 

distribution system delivers insufficient value vis-a-vis its costs (Wardell, 1998, 

p. 47). The better educated, more independent travel consumer of the 21 st 

century also has a perception that more of what they are paying for is staying in 

the channel. It is undeniable that the cost of doing business with traditional 

paper-based and human-intensive processes continues to grow, whereas the 

electronic processing of transactions can be done at a fraction of the original 

cost (Mougayar 1997, p. 50; Alton and Bennett, 1998, p. 195), as Figure 7.2 

illustrates. For example the traditional distribution of an airline ticket has had 

Figure 7.2 - Cost differences between manual and electronic processes 

(in $US) 

Producing and processing an 
invoice 

Airline reservation - ticket 
issue costs 

$100.00 

$8.00 

$10.00 

$1.00 

(Sources Mougayar 1997, 51; BTN, 1999b,16; Leibovich et al. 1999; Poon, 1993; Bates, 2000; Whyte, 
2000) 
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high fixed costs. If the reservation was handled by the carrier's call centre the 

processing cost may have been around US$20.00. Allowing an agent to handle 

the reservation alone may reduce the cost to the principal to US$7.50. The 

introduction of the agency CRS brought a reduction of costs which saw the 

agency overhead per booking fall to $USO.SO, and average agency productivity 

rise by 42% (Poon, 1993), despite the high initial cost of investment in the 

computer equipment. An electronic transaction conducted directly with the 

airline by the customer gives rise to only US$0.50 in costs, as products that can 

be distributed in digital form have an unusual cost structure. The fixed costs 

tend to be dominated by sunk costs - those costs that are not recoverable if 

production stops. Variable costs are also unusual in that the unit cost of creating 

an additional copy of the information typically does not increase greatly even if 

many copies are made (Shapiro and Varian, 1998, pp. 107-108). This cost 

structure means that information products can offer vast economies of scale to 

the owner or controller of the product. On the other hand, the high level of sunk 

costs means that companies that do not have a large market share can be caught 

in devastating price wars if they decide to compete solely on price. This is why 

the major airlines maximise their exposure by offering so many parallel 

methods of accessing their product. When digital information is delivered over 

a network such as the Internet, the variable costs can almost disappear 

completely, as transmitting additional copies is essentially free. Although the 

extremely low marginal costs of information production seem to suggest 

competition based on low prices, Shapiro and Varian (1998, pp. 109-110) argue 

that the only viable strategy is to set prices according to the value a customer 

places on the information. This, of course, brings some practical problems; 
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individuals do not like paying a different price to other people. Shapiro and 

Varian call this process versioning, which means offering the information in 

different versions, designed to appeal to different types ofi customers, so that the 

customers in effect segment themselves. The version that customers choose 

reveals the value they individually place on the information, and the price they 

are willing to pay for it. The airlines have used versioning for many years, as 

part ofi their yield management systems. Some clients are willing to pay more 

for the convenience ofi booking at the last minute, others for the 

comprehensiveness or depth ofi information and detail, whilst others want speed 

ofi service. Only some people will chose the cheapest fare. Most are interested 

in the most appropriate fare for their 'Particular circumstances (See also 

Chapter 9.4 on Mass Customisation). Leibovich (1999) says that the Internet 

"creates entirely new businesses and realigns old ones, it is scrambling notions 

ofi corporate value, giving birth to new business math that remains volatile but 

increasingly draws from real numbers about sales, productivity and even 

profits." 

7.6.4 The most'Pgpular travel sites on the Internet 

A survey conducted for the US Travel Industry Association (TIA) found the use 

ofithe Internet for making travel plans or reservations increasing "substantially". 

(Refer to Fig. 7.3) In 1997, 37% ofiUS frequent travellers used the Internet for 

either planning or booking, with the figure growing to 52% in 1998 

(Traveltrade, 1998c ). Forty-eight percent ofi online travel purchases in 1997 

were made directly with suppliers, a growth from 21 % in 1996, and this was 

attributed to suppliers' high brand recognition and the pulling power ofi frequent 
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flier clubs (Shapiro, M. 1998). In 1998 however, the most popular web sites 

were Internet "tools", search engines and Portals such as Yahoo.com, and the 

sites of browser companies Netscape and Microsoft (Smith and Jenner, 1998, p. 

72). By 1999, however, the three most popular web-sites in the United States 

belonged to travel agents or airlines (Chong, 1999), and this continues to be the 

case. 

Figure 7.3 - Proiected growth of Internet travel reservations in millions 
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Data compiled by PC Data Online of visits to on-line travel sites during the 

busy November 2000 Thanksgiving holiday period in the U.S.A. provides an 

interesting snapshot of current travel-related Internet use. 

http://Yahoo.com


► 

► 
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On-line travel agents: 

♦ Priceline.com 3.2 million visitors 

♦ Travelocity .com 2.8 million 

♦ Expedia.com 2.1 million 

Air line sites: 

♦ Southwest Airlines 1.5 million 

♦ American Airlines 1.1 million 

♦ Delta 0.98 million 

The PC Data Online study also revealed that most home Internet users reserved 

their holiday flights through direct channels as opposed to travel agents. Thirty

two percent booked flights online, while 31 percent booked flights by telephone 

directly through an airline. Twenty percent booked through a travel agent. Age 

was a factor in whether Internet users book a flight online; sixty-eight percent of 

Internet users between the ages of eighteen and thirty-four booked their flights 

online or by telephone directly to an airline, compared with 56 percent between 

the ages of thirty-five and sixty-five. Southwest Airlines has traditionally been 

a low cost airline, and it fared well in the study because its direct channel 

philosophy transfers easily to the Internet, enabling it to expand its consumer 

base and continue to keep its costs down. Finally, Internet users seemed 

genuinely pleased with their travel plans, with 92 percent saying they had no 

problems with their reservation. It is important to realise however, that 

Thanksgiving is a holiday that is traditionally celebrated at home with one's 

family, so most people would be familiar with the travel options available to 

http://Priceline.com
http://Travelocity.com
http://Expedia.com
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reach a familiar destination. Thanksgiving travel is typical of: the commodity

type travel that suits direct distribution, with little consultation required. 

After the introduction of:two new domestic air carriers in Australia in mid-2000, 

the use of: the Internet for travel bookings surged, although Australians still do 

not visit as many travel-related sites as the Americans or the Japanese (Stewart

Hunter in Adamson, 2001, p. 5). Most of: these people were new web visitors 

who also had not travelled by air in the previous twelve months. Impulse 

Airlines* bookings over the Internet, for example, had increased from 15% in 

June to 60% in November 2000. By contrast, a year earlier, visitors to airline 

sites had tended to be regular travellers, such as frequent flier members 

(Hanlon, 2000, p. 4). The top ten travel sites in Australia in September 2000 

were as shown in Figure 7.4 on page 185 (Hanlon, 2000, p. 4). Notice that 

direct airline sites are the top three. Virgin Blue had only recently begun 

operating at the time this survey was conducted, and it was expected that their 

position would improve quickly. The remaining top sites offer a wide range of: 

travel information, and include on-line agencies and a site that is associated with 

a television travel show (Getaway), which is serviced by Expedia. None of: the 

major travel agency chain or franchise groups are in the list. 

Despite the demise of: Impulse Airlines in early 2001, commentators suggested 

that the legacy of: the low-cost carrier's anti-agent, Internet -focussed strategy 
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would live on. Ian Thomas, general manager strategy and communication for 

the Centre for Asia Pacific Aviation was quoted in the travel trade press 

(Bombara, 2001, p. l) as saying: 

"Impulse . . . demonstrated the ability to stimulate the 
market by reducing fares and introducing Net-only 
discounted deals ... Virgin Blue will continue to sell as 
many tickets as it can online. Its site is purely functional 
because it's used as a reservation system, whereas Ansett 
and Qantas don't have that approach." 

The view from the agency desk was somewhat different, however. 

"It had to happen. You can't disregard the agent 
distribution system. [Impulse executive chairman] Gerry 
McGowan fell on his sword by ostracising the industry. He 
had to lower fares to get people to book on the Internet, but 
if he had gained the support of agents he would have been 
able to maintain prices and better revenue returns." 

(Paul Fleming [ managing director of Harvey 
World travel] in Bombara, 2001, p.2) 

Even Impulse's direct competitor in the budget-fare market agreed that trying to 

disintermediate agents was a mistake. 

"I think it was a bad strategy that did them more harm than 
good. At the end of the day we believe that there are people 
out there that would prefer to deal with an agent. There are 
some people that don't care about saving money by booking 
direct, they don't care about price, they care about 
convenience. And the travel trade provides a huge degree of 
convenience for those people." 

(Brett Godfrey [CEO of Virgin Blue] in 
Rhodes, S. 2001, p.12) 

• Impulse Airlines ceased to operate as a separate brand in May 2001, becoming a charter carrier for Qantas 
Airways. In the latter part of 2001, Qantas bought Impulse outright. 
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Supporters of e-commerce often suggest that the Internet will introduce a "level 

playing field" to business, and that being on-line will give small and medium

sized enterprises (SME's) a greater opportunity to compete. This argument 

further suggests that content, imagination and design become the discriminating 

factors of a web site, thereby rendering the size of a company irrelevant. The 

tourism industry is comprised ofa majority of small businesses, yet is 

Figure 7.4 - The top ten travel sites in Australia in September 2000 

Impulse Airlines 
(impulseairlines.com.au) 

Getaway.com.au 
(Channel Nine & 

Microsoft) 

176,738 

7 Impulse Airlines Holidays 99,6000 
(impulseholidays.com.au} 

(transport infolinc) 

(Source: Hanlon, 2000, p4) 

http://qantas.com.au
http://ansctl.com.au
http://impulseairlines.com.au
http://ravel.eom.au
http://Getaway.com.au
http://virginbluc.com.au
http://impulseholidays.com.au
http://ravelmate.coni.au
http://131500.com.au
http://elsnop.com.au
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dominated in sales and marketing terms by the very large organisations (Alton 

and Bennett, 1998, p 195). This dominance continues with the use of the 

Internet as a distribution medium. The problem is that simply being seen on the 

world wide web is becoming increasingly difficult, as even the best search 

engines catalogue only around 16% of the web's 800 million pages (BBC On

line, 1999). Cook (1999) comments that difficulties in navigation (42% of 

people), and the inability to find specific products (40%) can be a major 

drawback to on-line purchasing, comments also supported by Smith and Jenner 

(1998, p. 77). Writing in 1998 (p. 50), Wardell suggested that instigating a 

search through a major search engine on "travel" would give half a million 

responses; "travel reservations" reducing the responses to around 200,000. In 

2001 (p. 4), Adamson reports that the response to the search request "travel" in 

search engine google.com would be around 23 million references. Obviously, 

the consumer is often presented with an overwhelming number of choices 

(Wardell, 1998, p. 50). Large principals have a major advantage over small 

organisations here, as well known brand names are much easier for Internet 

surfers to find. Simply trying the brand name with "dot com" attached may find 

the appropriate website, although big companies sometimes also buy the rights 

to any domain names that might be sought by competitors. In addition large 

organisations may negotiate multiple access points with portals and search 

engines so that they are at the top of the list of travel firms returned by a web 

search, or for direct links to exist. SME's do not generally have the resources or 

influence to be able to follow such courses of action, in a situation where the 

sheer volume of sites relegates everyone to equivalent obscurity. One 

alternative for SME's is to use a demand pull strategy, where promotion is 

http://google.com


187 

directed to end users to entice them to the website, however such a strategy 

requires extensive promotion, which again may not be viable for a small 

organisation. 

7. 7. Who uses the Internet ? 

There has been much hype surrounding on-line reservations, but effective 

marketing always requires an understanding oD the customer (McColl-Kennedy 

and Kiel, 2000, p. 4), and this is no different iD the medium used is the Internet 

(Alton and Bennett, 1998, p. 195). In order to plan their marketing mix, it is 

necessary for marketers to understand a number oD things about their potential 

markets, including: 

• Which market segments use the Internet, and why? 

• Which market segments do not, and why? 

• Is the Internet used as an information source only, or for purchasing? 

• How often do users log-on? 

• How often do they buy? 

• Will they use the technology to disintermediate travel agents? 

• Will they use the Internet as an additional source ofonformation? 

• What type o£sites do users visit? (Eg. Portal, Principal, on-line agent) 
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Many of the organisations involved in research into Internet demand, use and 

projections are those that are involved in the development side of the business 

(Wardell, 1998, p. 49). The majority of the research has been conducted in the 

United States, where Internet usage is highest (Alton and Bennett, 1998, p. 197), 

which may also bias the results. The forest of statistics available from various 

research bodies can be confusing, but most do suggest that travel sold online 

will continue to grow rapidly in the coming years, and will be the largest 

business-to-consumer product in terms of value to be sold online during the next 

decade (Tyler, 2000, p. 85). 

7.7.1 A Profile of the "average" Internet user 

When electricity was introduced, 46 years passed before 30% of United States 

homes were connected. Similarly, the telephone took 38 years and television 17 

years to reach 30% of homes. The Internet reached 30% of American homes in 

just seven years (Cole et al, 2000, p. 7), and by the first half of 2000, 46.9% 

were on-line (p. 16). One in five Australian households had access to the 

Internet in 1999 (ABS cited in Dale, 1999), and by 2000 the figure had risen to 

45% (ABS in Bolin, 2000, p. 1; David, 2000, p. 3). According to International 

Data Corporation (Half a billion ... , 1999) there will be half a billion Internet 

users worldwide by 2003. It is important to note that although most advanced in 

the U.S., Internet use is a world-wide phenomenon (Cole et al., 2000; Alton and 

Bennett, 1999, p 195), and thus organisations using the web as a marketing tool 

can take away one of the advantages formerly only available through the use of 

intermediaries - wider geographical distribution of the product. A study by 
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Taylor Nelson Sofres Interactive shows the emergence of three distinct levels of 

Internet penetration globally (David, 2000, pp. 1-3): 

■ High penetration countries where more than 40% of the adult population are 

users - including the US, Australia, Hong Kong, the Netherlands, Denmark, 

Norway. 

■ Medium penetration - where between 20 and 40% of the adult population 

are users: the UK, Germany, France, Japan, Korea, Malaysia, the Czech 

Republic, Belgium, Singapore and Taiwan. 

■ Low penetration - where less than 20% of the adult population are users: 

Italy, Spain, Jndia, Indonesia, Slovakia, Portugal, the Philippines. Hungary, 

Poland and Turkey. 

Research by A.C. Nielsen (2000b) also confrmed Australians to have amongst 

the highest average Internet usage in the world, at nearly 8 hours per month. 

Australians usually visit about twice as many unique sites as American users, 

have more sessions and spend the longest amount of time per session, at 34 

minutes on average, and 64% accessed the Internet from home (A.C. Nielsen, 

2000a, p. 16) 

A major, world-wide study conducted by the University of California at Los 

Angeles (Cole et al., 2000, p. 11) found that in general, the higher the level of 

education, the more likely a person is to use the Internet- 86.3% ofrespondents 

in their study who had a university education, used the Internet. Those on 
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higher incomes were also more likely to be Internet users (Cole et al., 2000, p. 

18; Alton and Bennett, 1998, p. 200), with education and income level most 

probably being related. Alton and Bennett do however question the reliability 

of some such research, suggesting that a bias towards an older survey sample 

could result in a biased average higher income figure (1998, p. 201). The most 

common occupations of users were overwhelmingly professional and 

managerial positions (Alton and Bennett, 1998, p. 203). Internet users watch 

significantly less television than non-users - around 18% less, in fact - although 

both groups spend a similar amount of time reading newspapers (Cole et al, 

2000, p. 18). ). Both users and non-users felt that the Internet saved time (p. 

20). These last few findings point to Internet users as people having a lack of 

time to spend on things that they do not see as essential. Although Alton and 

Bennett's 1998 figures (1998, p. 200) suggested women made up only around 

30% of Internet users, more recent research shows that while overall men have 

more access and spend more time on-line than women do, in most age groups a 

higher percentage of women use the Internet (Coles et al, 2000, p. 12). (See 

Figure 7.5). According to A.C. Nielsen Research (2000c) the gender split for 

U.S. users is 50/50, but in Australia it is 55% male, based on average hours on

line. 

The "average" Internet user is therefore likely to be a well-educated, 

professional person with a high income, and almost as likely to be female as 

male (Coupey, 2001, p. 47). These then are time-pressed people who 

presumably use the Internet to assist them in their busy lives, just as working 
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mothers spend less time shopping than their stay-at-home counterparts. (See 

Chapter 5) Both Alton and Bennett (1998, p. 204) and Bonn et al. (1998; 1999) 

found a strong correlation between the types of people who use the Internet and 

those with a high propensity to travel. Adamson (2001, p. 5) suggests that the 

average online travel customer is thirty-five years of age. This does present a 

most attractive target market for marketers, however an important point to note 

is that well over half (58.6%) of non-users say they are unlikely to access the 

Internet in the next year. In addition, the older the non-user, the less likely they 

are to say that they will ever access the Internet (Cole et al., 2000, p. 16). 

Figure 7.5 Percent of,people using the Internet (by 2ender and age in 
,years). 

100% ~-----------------------, 

90%+----IIIIIE::::--==-i..:::------------------1 
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(Source: Cole et al., 2000, p. 12) 
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7.7.2 Who buys online? 

Modahl (2000, p. 40) suggests that traditional market segmentation models 

using demographics do not work with predicting who will buy online. Rather, 

she posits a psychographic model labelled technographic segmentation, which 

attempts to categorise online consumers based on their attitudes, motivations 

and abilities to use or acquire technology. 

1. Attitude toward technology - are they technology optimists or technology 

pessimists? 

2. Motivation to use technology - what drives consumers to act? 

3. Ability to afford technology - the amount of money a consumer has to 

spend strongly influences his or her online shopping behaviour. 

Technographic segmentation divides consumers into two major camps: 

• Technology optimists embrace the idea that changing their behaviour to use 

or acquire a new technology will make their lives simpler and more 

enjoyable. This is a typical attitude of Generation X. Optimists make up 

52% of the population (Modahl, 2000, p. 41), and Blascina (2001) suggests 

that this is a similar figure to the extent of the development of the personal 

computer market. 

• People who are indifferent, anxious, or hostile to technology are categorised as 

technology pessimists. These consumers show little interest in using 
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technology for needs or desires that can be satisfied through traditional 

methods. 

Technology optimists and pessimists can be further split into roughly equal 

groups by their household income: 

■ 1. High income consumers ( annual household incomes exceeding 

$US40,000 for families and $US25,00 for singles) 

■ 2. Low income consumers with incomes that fall below these cut-offs. 

Cole et al (2000, p 42) concluded that while demographics could be used to 

predict whether or not Internet users would buy on-line at all, none of: the 

principal demographic factors - age, gender, income, education, race, and years 

of: Internet experience - significantly affected the frequency of: on-line purchase. 

What did affect this was the amount of: hours that users are on-line, in other 

words, experience defines attitude. Optimists tend to be younger and better 

educated and earn higher incomes. They are more likely to have used 

technology in their education and in their jobs, are much more likely to use the 

technology for new activities and to acquire new technology platforms. High

income optimists are those most likely to engage in online activities like 

tracking stock portfolios and shopping. More than half: of: this group already 

uses online services, whilst over a quarter conduct product research online for 

purchasing decisions (Modahl, 2000, p. 41). The well educated, high income, 

computer literate technology optimist is a prime target for e-commerce 

marketing (Coles et al, 2000, p41), and also fits the profile of: the "New 

Tourist". 
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Pessimists are usually older, with lower education and income, and less likely to 

use the computer at work. High-income pessimists own technology but do not 

use it as extensively or passionately as optimists do. Children are often the 

primary users OD technology in high-income pessimist homes. This group 

exhibits less adventurous online behaviour. Low-income pessimists lag behind 

in technology adoption and use. Only 20% own personal computers; only 7% 

are online. They enjoy watching television and do not see the benefits OD 

investing their scarce resources for new technology. For example, middle-to

upper class women in their fifties and sixties who have never worked in an 

office are less likely to buy online (Modahl, 2000, p. 41). 

A very small number OD users account for all on-line shopping. World-wide, 

approximately four and a ha!£ percent OD Internet users account for 31.4% OD 

purchases according to Cole et al. (2000, p. 8). Guglielmo (1999) found that 

94% OD Internet users look to the web to help them in their shopping research, 

but only 10% prefer to buy online. Despite Australians being at the top end OD 

Internet use, few have made the step to shopping on-line. Only 5% had shopped 

on the Internet in the year to May 1999, and less than 1 % had paid bills or 

transferred funds. Even those who did shop on-line were not big spenders -

57% spent less than $500.00 (ABS in Dale, 1999). By July 2000, the number OD 

shoppers had increased to 10%, but this meant that Australia ranked only in the 

middle tier for online shopping, world-wide. Several years ago Australians 

were more likely to use overseas web-sites, but this has changed. Nowadays, 

although Australians may sud big brand U.S. sites to do their research, they 
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tend to buy from local sites (A.C. Nielsen, 2000d), which may account for the 

fact that they visit more individual sites than Americans do. It is also worthy OD 

note that those who made on-line purchases weekly spent twice as much money 

as users who purchased monthly (Cole et al, 2000, p. 48). A study OD online 

shopping habits conducted by Taylor Nelson Sofres Interactive in twenty-seven 

countries also found Australians to be second only to Norwegians as potential 

on-line shoppers, with 29% likely to shop online in the near future (David, 

2000). Australia is seen as a good potential market for Internet commerce, 

according to Simon Murdoch, Vice President OD Amazon.corn's European 

operations due to the widely distributed population (The Media Grok, 1999). 

Online shoppers are typically rushed and not inclined to be shopping just for 

fun. A study OD more than 1,200 users by the consulting firm Mitchell Madison 

Group found that convenience rather than price was more important for online 

shoppers. Chu studied on-line shoppers in Hong Kong, and found convenience 

the most important attribute for his respondents, too (2001, p. 98). This was 

further backed up by the respondents to the world-wide survey undertaken by 

Cole et al (2000, p. 43) who said that what they liked most about shopping on

line was the convenience, followed by saving time, and "availability OD 

information about goods and services". Ease OD finding product and the ability 

to compare prices came next in order. In the U.S. the most popular on-line 

purchases are travel services, books and flowers (Greenberg, 1999). 

http://Amazon.com
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Interestingly, although many people claimed "no sales people" as a benefit oil 

Internet buying, this was also considered a disadvantage by many people (Cole 

et al., 2000, p. 43). Bicknell (1999b) reported that customer service on-line is 

~ust as important as in a "bricks and mortar" shop. On-line shoppers abandon 

more than two-thirds oil their would-be purchases at the checkout line, often 

because they cannot get a quick answer to an important question. Those 

businesses that offer the option to talk to a live person work better; Hilton 

Hotels offer such a back-up to their web-site, either by telephone or using 

Microsoft Net Meeting software. Webjet offers varying combinations oil pure 

Internet/human interaction to their customers, charging more for personal 

contact. (Webjet, 2001). Having live staffi does push up costs from a totally 

automated system, but is still cheaper than a total reliance on toll-free phone 

lines, or indeed lost sales. 

Research by A.C. Nielsen (2000b) showed that a growing proportion of all 

Australian shoppers (40%, up 10% from two years previously) consider 

convenient location more important than price competitiveness when choosing 

where to shop. Price was the most important issue for only 15%, down from 

20%. Nearly two-thirds oil Internet purchasers say that the convenience oil on

line purchasing oil goods and services has reduced their purchases from "bricks 

and mortar" stores. The more frequently users buy on-line, the more they shift 

away from traditional retail (Cole et al, 2000, p. 49). On the other hand, users 

who are leaning towards on-line shopping but have not yet taken the plunge are 

more interested in getting a "good price", which suggests that the loss-leader 
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pnces promoted by many "disintermediators" may simply be a device to 

encourage a first-time Internet purchase. 

For others, the Internet serves as an on-line browsing catalogue that 

complements retail shopping; three quarters 0£ Internet users reported shopping 

for products and services on-line, but ultimately purchasing them in retail stores. 

Products that require a lot 0£ information prior to the purchase decision (such as 

tourism services) can be delivered over the Internet without appearing 

intimidating, largely because the user has control over what information they 

receive. This is facilitated by the non-linear nature o£the material, meaning that 

information need not be read sequentially (Alton and Bennett, 1998, p 195). 

Traditional shoppers like the satisfying experience 0£ normal shopping, and 

spend less time online than Internet buyers (It's Time, Not Money ... , 1999). 

Zimmerman (1999) agrees that the shopping experience is important, which 

holds out some hope_ for intermediaries such as travel agents, although 

(according to Sardar, 1999): 

"Shopping as we all know is much more than a mere cultural 
experience. It is an existential ritual. .. in these post-modem 
times, where we shop and what we buy defines who we are 
and what we are, where we are coming from and where we 
are going to ... (i£you) do not have time, do not like the stress 
- virtual shopping is better, easier. 1£ 'hell is other people', 
then 'in e-shopping there is only you'." 
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7.7.3 Why do some people prefer not to shop on the Internet? 

It has been suggested that e-commerce businesses need to give more thought to 

the way in which they present the online shopping experience to customers 

(Tedeschi, 1999). For example, in Australia 20% of Internet users have 

considered purchasing online, but decided not to. Another 18% are "offline 

shoppers", users who have bought or ordered goods or services through normal 

sales channels, as a result of information found on the Internet. (James in David, 

2000, p. 1). Chu (2001, p. 98) found similar results in Hong Kong. A third 

important phenomenon is the case of on-line buyers who are described as 

"abandoning their shopping carts" before they buy - people who browse 

through an e-commerce web-site, choosing products, but then do not proceed to 

close the transaction over the Internet (Tedeschi, 1999). Some people saw lack 

of face-to-face contact with sales people as a problem, depending on the product 

that they were buying. A.C. Nielsen's research also found that shopping sites 

have to be easy for consumers to navigate and transact business, or they will not 

shop on-line. The report commented that "Entrepreneurs have to be very 

sensitive to the fact that surfers are extremely impatient, given the ease of a 

click. Unless you can make the shopping experience easy and enjoyable, they 

will head off somewhere else" (A.C. Nielsen, 2000d). For some buyers, 

shopping on the Internet "lacks tangibility" and a "sense of fun" ( Chu, 2001, p. 

98). Some of these people will go on to purchase through traditional channels, 

but many do not. 



199 

Privacy of personal data. 

Cole et al. (2000, p. 45) identified privacy of personal data as being the greatest 

concern that stopped people from buying on-line, although this level decreased 

the more familiar users became with e-commerce. Closely related to the issue 

of privacy is the specific question of credit card security in on-line purchasing 

(Cole et al, 2000, p. 46; Glasner, 1999; Cook, 1999). This is a most important 

point, since 93% of e-commerce transactions are paid for by credit card (Web 

shoppers ... , 1999). Nearly all Internet users were found to be somewhat or very 

concerned about credit card security (91.2% according to Cole et al., 2000, p. 

46), although again this dropped substantially as Internet use and experience 

increased. Priceline.com initially offered the option to phone in credit card 

details, but only about 5% of buyers used the phone option, and this number 

continued to fall off. People seemed to be more concerned about "Where is my 

information going?" than fraud (Glasner, 1999; Cole et al., 2000, p. 32). 

According to Tedeschi (1999), thirty percent of people drop off at the first page 

of the billing process. Some are just trying the process, without intending to 

make a purchase. Others abandon the process when hit with hefty shipping 

charges (which does not apply to tourism services) or with registration forms 

that ask for personal details, concerned about who will gain access to this 

information. As mentioned earlier, a significant but diminishing number are 

unsure about credit card security, so many sites give prominence to credit card 

company logos, and other seals of approval. The Australian Consumers' 

Association (ACA) recommends that online shoppers make credit-card 

purchases only through secure sites that encrypt the data so it cannot be easily 

http://Priceline.com
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intercepted and misused. Depending on the browser in use, a secure site is 

indicated by either a closed padlock or an unbroken key logo on the screen 

(Galvin, 2000, p. 5). Positive attitudes to electronic purchases are being 

reinforced by the increasing use by the general public of automated teller 

machines (ATM's), not just for banking but also for theatre and cinema tickets 

(Smith and Jenner, 1998, p. 77). 

Product quality~ 

Research by the Yankee Group, cited by Cook (1999), found that 75% of people 

were concerned about buying products from the Internet as they could not tell 

the product quality. Whilst this is an obvious problem with physical goods, an 

inability to judge quality is probably even more important for prospective 

purchasers of intangible services; an attractive, professional-looking web-site 

can be achieved by just about anyone and may not reflect how the business is 

conducted. Some people attempt to overcome this problem by buying well 

known brands (Dwyer in Butler et al, 1999, pp. 61-62). Cole et al. (2000, p. 48) 

found that 41 % of on-line buyers were more likely to buy a brand than had they 

purchased the goods or services in a regular store. Brynjolfsson and Smith's 

research on shopbots (2000, p. 2), showed that branded retailers and retailers 

that a customer had previously dealt with were more likely to win the customer, 

even if they were slightly more expensive. Interestingly, once the initial 

concerns about buying on-line have been overcome and a purchase made, 80% 

of people were happy with the quality oftheir purchase, with only 3% unhappy, 

and the remainder neutral (Cole et al., 2000 p. 48). 
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Cumbersome and frustrating interfaces. 

Tedeschi (1999) suggests that it there is a common criticism, it is that e

commerce sites may be interesting to look at or listen to, but they are not easy 

enough for many customers to use. E-commerce consultancy Imagine Online 

has researched customer perceptions and needs about travel and the Internet, 

and found that seven out ot ten people in their focus group discussions felt that 

"researching on the web is great, and more fun than going to a travel agent, but 

booking can be difficult" (Adamson, 2001, p. 5). This author, despite many 

years' experience using CRS/GDS, was unable on two separate occasions in 

1999 and 2000 to successfully book overnight accommodation on-line. 

Similarly, an attempt to obtain a Sydney to London airfare quote and flight 

details from travel.com.au resulted in over one hundred options, many ot which 

would have been unintelligible to anyone except a travel agent. Adamson 

(2001, p. 4) points out that David Tonkin, CEO ottravel.com.au, has been made 

quite aware by customer feedback othis company's limitations. She quotes him 

as saying: 

"Besides a point-to-point air fare, the technology is not really 
there yet to make it easy for the average person to make a 
transaction. No-one has the answer yet. What we 're trying 
to do with the current site is offer less choice and less 
complexity, but some people won't like that either." 

Mougayar (1997, p. 54) suggests that the electronic consumer wants easy and 

comprehensive comparison shopping, and most importantly, self,.service 

control. The difficulty ot comparison shopping is also highlighted by Imagine 

Online (in Adamson, 2001, p. 5), particularly it the travellers wants to consider 

http://travel.com.au
http://travel.com.au
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alternative dates, routes and options. The Web is no longer the realm of 

computer enthusiasts, and web sites should thus be designed to cater for non

technical, mainstream customers. "Too often customers are lured to the Web by 

the promise of convenience, only to find the experience less convenient than 

visiting a mall" according to Tedeschi (1999). 

Is In tern et shopping cheaper? 

While many e-commerce sites claim that they offer a price advantage over 

traditional retailers and that the consumer, by dealing direct, can match or even 

better the price quoted by an agent (Butler et al., 1999, p. 62), a large majority 

of Internet users do not think so, whether they purchase or not. While shopbot 

customers may appear to be price sensitive, in a survey conducted by 

Brynjolfsson and Smith, 51 % of them chose an offer that was not the lowest 

price returned in a search (2000, p. 10). Non-users are even more inclined to 

think this way (Cole et al., 2000 p. 49). The low-cost "disintermediator" 

airlines do generally offer lower Internet fares, but it is important to remember 

that these are point-to-point commodity purchases. Indeed, for more complex 

travel purchases: 

"most lay people do not understand the pricing structure of 
airlines; yield management on a per flight basis doesn't make 
sense to the typical human being. Asking people to use 
technologies to buy a product with pricing they do not 
understand will lead to frustration." 

(Estill in Levere, 1999) 
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An electronic newsletter offered by zdnet (sic) compares buying various 

products "the old way" or on the Internet. In one case, the product was renting 

a car. The verdict: the "net way" took merely three minutes to check thirty-one 

car rental companies, but was more expensive; "the old way" took 21 minutes 

on the phone, calling five companies, but came up with the cheapest car, by 

$US8.00 per day (Sheff1 1998). Adamson also recommended to her readers to 

"Use the phone to make sure you're getting the cheapest deal" (2001, p. 4). 

The consumer behaviour research for service purchases tells us that customers 

will deal with the organisation that represents the least uncertainty or risk 

(Butler et al., 1999, p. 83). Although the Internet provides price transparency, it 

does not yet appear to provide the distribution channel with the least uncertainty 

for purchasers 0£ anything except commodity-type products. 

7.8 Conclusion: The implications oft information technology on tourism 

distribution channels 

One 0£ the great myths that has been assumed by many suppliers is that direct 

consumer access to travel information will automatically and necessarily create 

an immediate threat to the existence 0£ travel intermediaries (Sheldon, 1997, p. 

66), and that this will completely replace the human interface (Cook, 1999). 

Many mainstream airlines and hotels have set up individual web-sites, and in 

some cases have formed alliances to create specialised travel portals, to entice 

consumers to book basic products directly. Most "no-frills" airlines, have 

attempted to cut travel agents from their distribution channels entirely in order 



204 

to keep their costs low, but it is also true that their actions of introducing "rock

bottom" airfares has tended to boost the entire market, creating business 

advantages for agents too. By moving such commodity transactions to self

service using the Internet, the travel agents' time has been freed up to allow 

them to concentrate on other parts of the market, where the product is more 

complex, and potentially more lucrative. Global Distribution Systems have 

begun to integrate the Internet into their products as Global Distribution 

Networks, literally putting the world on agents' desks, and making Internet 

technology as much a possible tool of the travel agent as a possible threat. 

The "average" Internet shopper has been identifed as a well-educated, 

professional person, described as a "technology optimist", which seems to fit 

well with Peon's (1993) description of the "New Tourist". These people are on

line frequently, but account for only a very small number of all Internet users; 

over 90% of users may conduct shopping research on the Internet, but only 

around 10% actually buy. Convenience, time-utility and individual control are 

more important than low prices (Andersen Consulting, 2000, in Coupey, 2001, 

p. 48), although cheap airfares have been used as "loss leaders" to entice a 

whole new group of people online. 

Customer service is still important however, irrespective of the distribution 

medium used, and consumers express many uncertainties with travel e

commerce; the on-line shopping experience is still too difficult, and privacy and 
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quality concerns are major questions. Whilst this section has looked at how 

changes in information technology have transformed travel and tourism 

distribution, the following chapter considers the strengths and weaknesses o:fi 

travel agents as an intermediary, and asks ifi it really is time to say goodbye to 

the traditional distribution channel. 
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8. IS IT REALLY 'BON VOYAGE' TO THE TRAVEL AGENT? 

8.1 Introduction 

The recent changes to travel and tourism distribution systems, including the 

trend towards direct reservations, and particularly the use of the Internet, have 

certainly had major impacts on the industry as a whole. Whether they have 

sounded the death knell for the role of travel agents in the distribution channel is 

a separate point. Travel and tourism products are highly intangible, and are thus 

seen as a high involvement, high-risk purchase by most travellers. Can a 

shopbot both deliver the appropriate product and assuage a customer's fears 

regarding their purchase? When will buyers trust a web-site to have correctly 

accepted their reservation? In this chapter, the strengths and weaknesses of 

travel agencies will be considered, and compared against the benefits and 

disadvantages offered by booking directly with the principal, or over the 

Internet. 

8.2 Service, Service, Service 

In 1998, the U.S. Internet research company PhoCusWright Inc. conducted a 

survey addressing the comfort levels of so-called "wired" travellers with 

making reservations online. The research was conducted on behalf of the 
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American Society OD Travel Agents (ASTA), and consisted OD interviews with 

500 travellers who were regular Internet users. The results showed that 77% OD 

respondents who had not previously booked travel over the Internet had chosen 

not to because OD their desire to speak with knowledgeable salespersons when 

making purchases (ASTA, 19 98). This relates to the highly intangible, high 

involvement, high-risk nature OD the product. An important part OD a travel 

agent's job is to search for information and to help the potential traveller to 

assimilate that information, and make a purchase decision. It is in the process 

OD creating knowledge from information that an agent's ability to add value lies. 

Legoherel et al. (2000, p. 59) found that the consumer's perception OD a travel 

salesperson's competence depended on an underlying perception OD the agent's 

expertise, suggesting that being seen to provide something more than the 

traveller could find out for themselves was important. OD those travellers who 

did buy on-line, 83% bought air tickets, 40% made hotel reservations, 32% 

booked car rental, but only 3% booked an entire vacation or trip (Trends and 

Forecasts: on-line travel..., 1998, p. 22), suggesting perhaps that the web is 

better for simple transactions, rather than complex trip planning. AST A 

President Joe Galloway felt moved to comment that "not even savvy wired 

travellers can do it better than a professional travel agent. .. a wired traveller 

does not equal an unemployed travel agent" (ASTA, 1998). Above all, the 

travel agent has traditionally been seen as a reliable, independent source OD 

information, and thus able to provide the end user with an unbiased, quality 

service. 
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As consumers become increasingly "wired" and aware of the implied 

convenience of electronic interactions with sellers of products and services, 

consumer choice will become driven by the richness and depth of the on-line 

services offered (Mougayar, 1997, p. 53; Evans and Wurster, 2000). Cook 

(1999) gives the example of how Travelocity, a leading American travel portal 

owned by GDS company Sabre, initially underestimated the need to provide 

either fulfilment processes or a customer service help desk for their on-line 

customers. Further, they assumed that if they did get the odd telephone call, 

their staff who traditionally dealt with agents would be able to deal with 

consumer queries. Sabre has since had to build a dedicated 100-seat call centre 

to handle the significant number of calls or e-mails that are associated with their 

on-line business through Travelocity. The call centre receives thousands of 

phone calls and e-mails per day; the average being between a half and one call 

per ticket issued. When Travelocity was introduced into the U.K. market, it was 

done in cooperation with a large agency chain that shares the earnings of the 

business. Travelocity learnt that on-line customers, dust like the ones traditional 

travel agents serve, demand service. Similarly, Australian online agency 

Webjet now offers four levels of fulfilment, from complete self-service to the 

services of a personal travel manager who deals with the customer by telephone 

or e-mail, depending on the customer's needs. Cook concludes that customers 

will still continue to demand service excellence regardless of the medium used 

to distribute the product (1999). A 1999 Yesawich, Pepperdine and Brown 

survey (Bush, 2000, p. 7) found that six out of ten affluent travellers rely on 

travel agents and travel professionals, by preference, to assist with their 

bookings for several reasons. Number one on their list of requirements was 
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"service, service, service", closely followed by not wasting time and not making 

mistakes. As Sydney travel agent Chistopher de Doby says (in Mobbs, 1999) 

"there are people who want to travel in "McDonald's style" and there are 

Michelin Three Star Types who want the best." 

8.3 The Internet as a Destination Information Source 

Using information obtained from their on-going International Visitors' Survey, 

the ABS (in Bolin, 2000, p. 2) found that the number ofi inbound tourists to 

Australia using the Internet as a source ofi information grew a staggering 

2,262% between 1996 and 1999. Approximately 46% ofi all international 

visitors in 1999 gained some information about Australia before leaving home, 

with 17% ofi total visitors using the Internet to find this information. The 

Internet user was found to be more likely on a vacation, and in fact the 

proportion ofi holiday Internet users (69%) was higher than the proportion ofi 

total holiday visitors to total inbound visitors (55%), suggesting that these 

visitors had "an interest in planning an enjoyable itinerary or researching 

planned destinations" (Bolin, 2000, p. 4). This corroborates the suggestion 

(Zalatan, 1996, pp. 128-9; Poon, 1993) that tourists who fit the well-educated, 

higher income profile typical ofi Internet users and "New Tourists" require more 

information when planning, in order to obtain the maximum experience from 

their trip. In addition, the average expenditure in Australia by those who used 

the Internet for information was higher than for other visitors (Bolin, 2000, p. 

5). It was not possible from the information given to explain the reason for this 
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but it may be, based on the findings o:f:Modahl (2000), Bonn et al. (1998; 1999) 

and Cole et al. (2000), that higher income, higher yield visitors are more likely 

to use the Internet. 

Similarly, B.T.R. research conducted through the National Visitor Survey found 

that fifteen percent of: total domestic expenditure was attributable to the seven 

percent of: people who used the Internet as an information source. These 

travellers were also higher income earners, and middle-aged (Bolin, 2002, pp.5-

7). Bolin also mentions that outbound travellers who use the Internet have a 

longer trip duration and higher average expenditure than all outbound travellers 

do (Bolin, 2002, p.11). 

8.4 Professional Travel Agents' Quotes Match Internet Prices 

In the United States, a Fortune 100 company claimed to have saved 20% on its 

travel costs by buying on-line (Corporate travel..., 1999), however in a study 

conducted for the Maritz Travel Co. of: St. Louis, Missouri, airfares quoted by 

travel agents beat those offered by three public booking web-sites and one 

airline site, in 59 out of: 80 instances on 20 different itineraries. The fifty-nine 

lower fares found by the agents led to savings of: $US783.00 or 7.4% of: the 

entire cost of: the twenty itineraries. The one lower fare that was found on the 

Internet led to a saving of: 0.3% of: the $US 10,545.00 total cost. The remaining 

twenty fares were found by both the Internet and the agency, or were found by 
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Maritz and declined by the traveller (Welt, 1999a, p. 8). Avish (in Trends and 

Forecasts:E-tix still limited ... , 1998, p. 8), called the study: 

"fascinating, because it undermines our usual beliefs that 
Internet fares are going to be cheaper. We often hear 
clients voice concerns about agency fares, because they can 
go to the web and find cheaper fares." 

Jeff Harmon, Senior Vice President of Sabre Online Solutions was quoted as 

saying that "many traditional travel agents have negotiated better fares with 

airlines than even the on-line travel sites are able to offer" (Reader feedback on 

Opodo ... , 2002). In 1997, American Express urged corporate Australia to make 

better use of travel agents to assist them in controlling their travel expenditures 

(McMahon, 1997). In fact, "while e-discounters of cheap fares and cheap stays 

get a lot of press, there are ... studies that indicate the travellers -especially at 

the high end - are experiencing some dissatisfaction with travel offerings on the 

Internet" (Bush, 2000, p. 7). Wardell (1998, p. 45) suggests that in the hands of 

an expert, professional travel agent a CRS/GDS system is arguably most 

efficient, as it does not suffer from the access and design limitations imposed by 

current web browsers. As GDS develop into GDN, travel agents can only 

become more efficient as they will have access to industry only web-sites that 

will allow them to continue to transform information into knowledge. 
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8.5 Do travel agents measure up to customer expectations? 

Wardell (1998, p. 49) found that when a wider sample is taken, most people do 

not care about electronic self-booking one way or another,· and are not really 

dissatisfied with travel agents and other existing intermediaries. Perceived 

service quality differs from satisfaction in that service quality is the customers' 

attitude or global judgement of service superiority over time, whilst satisfaction 

is connected with a specific transaction. Satisfaction decays to form overall 

perceived service quality, thus satisfaction precedes perceived service quality, 

and dissatisfaction with specific transactions precedes evaluations of overall 

service quality. From a marketing perspective, customer satisfaction is 

achieved when customer wants and needs are fulfilled. Importantly, Bitner and 

Booms (1989, p. 31) found that "customer loyalty can be assumed to be 

essentially a function of the perceived quality of the service offered by a 

particular agency". Le Blanc (1992, p. 15) comments that analysing perceptions 

of quality in terms of different segments would help travel managers to 

formulate marketing strategies that promise to meet customer expectations, and 

thus improve their profitability. In order to segment its market and differentiate 

itself from competitors, a travel agency needs to identify what it is that 

customers value, then modify their marketing mix to satisfy the demands of 

their market segments. 
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Owing to the service-intensive nature of: agencies, the agents themselves have 

often become the service that is marketed, and the quality of their advice is an 

important factor in differentiating agencies (Le Blanc, 1992, p. 10.). In New 

Zealand research by Ryan and Cliff: (1997, p. 23) agents were found to be 

lacking primarily in factors relating to reliability. For example clients had the 

perception that agencies did not maintain error-free records, they did not always 

"get it right first time" or deliver at the time promised. Another problem often 

mentioned is the lack "agent continuity" (Ryan and Clim 1997, p. 25), as 

explained by a regular business traveller: 

"It seemed that every time I called (the travel agency), the 
consultant I had been dealing with was away, or had left. I 
got sick of: having to explain my requirements over and over 
again. In the end, it just seemed easier to call the airline 
directly." 

(G.Tuffy, personal communication, 21 May, 2001) 

Lam and Zhang (1999, p. 348) suggest that to be competitive, travel agents 

should focus on improving employees' professional service attitude: employees' 

ability to handle customer complaints; the provision of: error-free, prompt and 

courteous service, and the delivery of: services exactly as promised. However 

satisfaction, in practice, may be related not just to the immediate relationship 

between client and provider, but also to the consequences of: the relationship. 

For example, a client may be very satisfied with a travel agent's service at the 

time of: booking, but if: subsequently it emerges that the agent made a mistake 

which threatens holiday enjoyment, the 'after the event' perception may change. 

Whether a travel agent keeps in contact with the client is also an important 

service point. Bitner and Booms (1989, p. 29) cite 1985 research by Linick that 
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showed that 68% of respondents had drifted away from their agent, not because 

of problems, but rather due to lack of continued personal contact. 

8.6 "Location, location, location" 

One of the advantages that traditional bricks and mortar travel agencies have 

had is their ability to provide "one-stop shopping'' and locational convenience 

(Harris and Howard, 1994, p. 17). Research by A.C. Nielsen (2000b) has 

shown that Australian shoppers still consider convenient location more 

important than price competitiveness when choosing where to shop. If travel 

agencies simply act as selling agents for principals, then they are adding value 

only to the principal's product. When the customer can deal directly with the 

supplier from home or work, using modem information technology, then there 

is no advantage to the agent's location. On the other hand, if the service that 

they are selling is their own value-added product, then physical location may 

well be more important to the consumer. It is up to the travel agent to seize the 

opportunities to make their own services what the traveller wants to buy. 

8.7 "Turkeys at Christmas, " or a new opportunity for travel agents? 7 

Butler et al. (1999, p. 26) indicate that the travel industry is one of the areas 

where the effects of e-commerce are being felt most keenly. Travel agents need 

to realise that information-based technologies can render geographical distance 
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irrelevant, eroding one ofitheir major advantages in the marketplace. Similarly, 

information technology can provide improved capabilities for just about anyone 

to manipulate information in competition with an authoritative source, thus 

travel agents are at risk o:filosing their "expert" status. As Butler et al. (1999, p. 

25) point out, the key to understanding the competitive advantage that comes 

from e-commerce is the recognition that information is now the currency o:fi 

business. Whilst most travel intermediaries have come to rely on the CRS as an 

integral part o:fi their business, now they must learn about and embrace new 

information technologies, particularly the World Wide Web. 

A lack ofi awareness amongst travel and tourism industry people o:fi the need to 

embrace the new information technologies has been clearly identified (Levere, 

1997; Butler et al., 1999, p. 60). This is graphically explained in the following 

example. When Phil Dwyer, Managing Director o:fi Jupiter Communications, 

attended an Internet Conference for travel agents in the United Kingdom in 

September 1998 he commented that: 

"I felt as ifi I had walked back in time to 1994, particularly 
when one speaker began to explain a number o:fi "Internet" 
terms (such as FTP, www and e-mail). Astonishingly few ofi 
the 200 or so companies attending had got to grips with the 
subject at all, and those that had seemed to regard it with fear 
and dread, rather than as a new market opportunity. It was 
like attending a conference for turkeys on the benefits o:fi 
Christmas. The one thing they all seemed to have grasped, 
by the end ofi the day, was that they are being bypassed by a 
technology which virtually eradicates their 'expert' status." 

(Dwyer in Butler et al, 1999 p. 60) 
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8.7.1 Why are travel agents ignoring distribution changes? 

A 1998 American survey of why travel agents had not invested in on-line 

systems was most revealing, showing that very little thought had been given to 

taking advantage of the new technologies available (Refer to Figure 8.1 below). 

Much of the reasoning seems very short-sighted, such as a lack of suitable staff, 

or that technology was a low organisational priority. A surprisingly large 18% 

didn't know or couldn't answer why their firm had not investigated the new 

technology. 

A survey by TIAS (in Cook, 1999) looked at the Australian situation (Refer to 

Figure 8.2) and found a similar lack of interest. Whilst Figure 8.2 shows that 

the dollar value of Internet use by the Australian travel industry was expected to 

grow rapidly til 2002, the actual number of businesses involved is still quite 

small. Rutledge et al. (1999, p. 10) feel that the survival of the small 

independent travel agent, in particular, is dependent on how well they adapt to 

computerisation, especially the Internet. They estimated that 25 to 30% of 

Australian agents are not computerised, with these agents believing it 

unnecessary. More recent research by Soontiens and Shortland-Webb (2002) 

found that little has changed. 
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Figure 8.1 -Reasons for travel firms not developing on-line systems 

(Source: Trends and Forecasts: on-line ... , 1998, p22 

Figure 8.2 - Australian Internet Business 

~o. Licensed Australian Travel Agencies (1999) 

(Source: TIAS in Cook 1999; Marshman, 2000). 

Figure 8.3 (Cook, 1999), shows that despite 71% of principals distributing their 

product via the Internet, few agencies have access to the Internet for all of their 

staff. These agents will be seriously affected when airlines cease to publish 
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printed fare and rules manuals that they have traditionally relied on (Eg. the 

Qantas Fares From Australia quarterly publication), and will also be at a 

competitive disadvantage as compared with agencies that provide their 

consultants with instant access to web-based information. The fact that many 

wholesalers and suppliers allow public access to their web-sites is also seen as a 

challenge by Australian agencies (Soontiens and Shortland-Webb, 2002, p. 25). 

Both Rutledge et al. (1999, pp. 14-18) and Cook (1999) concluded that, like 

their American counterparts, Australian agents feel that not having Internet

trained staff is a major problem, and that they have often encountered customers 

who knew more about the destination or product than their staff did. The agents 

felt that such training should be provided by those who put their information 

onto the Internet. The Western Australian travel agencies in the 2001 survey 

conducted by Soontiens and Shortland-Webb also felt that a lack of 

knowledgeable, adequately trained staff was a major obstacle in their 

implementation of the new technologies. 

IDistribute vfu·web-site 71% 

Travel agents with Interneton all terminals <20% 

(Source: TIAS in Cook 1999) 
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8. 7.2 'A Business Strategy First and Foremost 

Standing and Vasudavan (1999a, p. 25) studied the use 0£ the Internet by 

Australian travel agencies, and saw it as important that web development be 

seen as a business strategy first and foremost, and as an IT development second 

(1999a, p. 22). They identified seven basic types 0£ website marketing 

approaches: 

l. POSTER or BILLBOARD MODEL is basically just a little information 

about the company and an e-mail address. It means the company has 

an Internet presence and the effect is like a company poster. 

2. The ONLINE YELLOW PAGES MODEL is a menu system with a 

hierarchy 0£ information. 

3. The CYBER BROCHURE MODEL is more sophisticated still and looks 

like an online brochure. 

4. The VIRTUAL STOREFRONT MODEL has a transaction engine and is 

used for ordering and sales. 

5. The SUBSCRIPTION MODEL is akin to an online magazine. 

6. The 'ADVERTISING MODEL is a site that is trying to raise revenue 

through advertising. Examples are the search engines that attract large 

numbers o£people and have lots oil adverts. 

7. The 3.5. 7 MODEL is a multi-functional web-site that includes, for 

example, transaction facilities, and marketing, PR and after sales 

support. 
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At least one third of the Australian agencies studied by Standing and Vasudavan 

(1999a, p. 27) did not provide price information, presumably because of 

frequency of changes. Few agencies included feedback options related to their 

sites and only a third included advertisements. Both Standing and Vasudavan 

(1999a, p. 27) and Lawler (2000, p. 156) comment that most Australian travel 

agencies now have a web-site, although the majority of these sites were at the 

less sophisticated end of the marketing spectrum, specialising in information 

provision and awareness raising. (Refer to Figure 8.4) 

Figure 8.4 -Marketing models used in Australian travel agency web-sites 

(Source: Standing and Vasudavan, 1999a, p27) 

It would appear that few travel agency firms are rethinking their business 

models to take advantage of the Internet's unique interactive capabilities, or 
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make use of: the umque community-building capabilities of: the medium 

(Armstrong and Hagel, 1996, p. 134; Butler et al. 1999. Unless the site is 

interactive and allows bookings to be made on-line, it is in fact simply 

advertising, not a distribution channel. One wonders how successful these sites 

are, if: Cook (1999) is correct when she argues that the travel consumer is 

looking for the same things from an Internet travel site as they have traditionally 

looked for from their travel agent. Chu (2001, p. 98) notes that on-line 

shopping is seen by many people as "too intangible", and "basically lacks fun", 

which provides agencies with an opportunity to win business by emphasising 

the tangibility that dealing with a travel agent can give. Some agency web-sites 

do now have booking engines attached, which are provided by the ODS 

companies, and allow a traveller to book travel online through the travel agency. 

ODS companies also provide corporate agencies with booking tools that allow 

employees of: corporate accounts to access the ODS and make live bookings 

online. Standing and Vasudavan (1999a) concluded that "the facility to carry 

out transactions via the web indicates that the travel agency is serious about 

making the Internet site have a significant impact on the business", however, 

only a small percentage of: Australian agencies (14%) provide transaction 

opportunities on their website, and few allow credit card payment. 

The real value of: electronic channels is that they can allow the company to 

provide buyers with a range of: advantages - convenience, information, 

personalisation and interactivity (Butler et al., 1999, pp. 15-16). For example, 

links to other sites can be used to provide the customer with access to a much 
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greater volume of information. This can be a way of having current information 

without having to do all the work yourself, In Standing and Vasaduvan's study 

(1995, p. 28) more then half of the travel agencies used less than five links on 

their sites, showing that they were either deliberately attempting to develop a 

self-contained strategy, or perhaps that they simply had not even thought of 

linking. Hoffman and Novak (2000, p. 179) suggest that customer acquisition is 

one of the biggest challenges facing on-line companies, and that working with 

other web-sites or portals that already attract large number of visitors is a good 

strategy. Affiliation is an Internet revenue-sharing system, where the payment 

of either a flat fee or a percentage commission is made when a customer has 

arrived at the principal's e-commerce site via a link from another site (2000, p. 

184). Evans and Wurster (2000, p. 125) explain that "in the world of the 

richness/reach trade-off, navigators closely affiliated with suppliers provide the 

vast majority of the detailed rich navigation." It seems reasonable that some 

consumers at least, will pay for access to this rich information. On the other 

hand, if principals are cutting travel agents out of the loop by not paying them 

commission, surely paying affiliation fees is evidence that links are just another 

parallel distribution channel. 
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8.8 Leveraging technology through diagonal integration - A Case Studv 

It has been mentioned a number oD times throughout this thesis, that the "Brave 

New World" OD disintermediation is not something for the future - it is 

happening now, even though Australian agents do not seem to be able to 

comprehend their situation in any way other than terror. A few travel agents, on 

the other hand, have grasped the situation with both hands, and taken the bold 

steps required to embrace information technology and its advantages. This has 

not been without incident, as the following case study shows. 

8.8.1 The "errant" franchisee web-site- Caruso Traveland, Queensland 

In 1999 a dispute erupted between Australian travel agency group Traveland 

and one OD their Queensland-based franchisees. Adrian Caruso operates three 

travel agencies under the Traveland name, in Brisbane's inner-city Fortitude 

Valley, suburban Carrindale, and in Cairns in Far North Queensland 

(Marshman, 1999a). Traveland's franchises are geographically based, giving 

each operator a territory not overlapped by other franchises, as allowed for in 

the Franchisee's Act. The Internet however, knows no boundaries - it does not 

have state lines or franchise territories (Butler et al., 1999, pp. 41-42). The 

Caruso Traveland Group had operated a web-site since the mid-l 990s, which 

generated sales averaging between $A200,000 and $A300,000 per month. 

Traveland management argued that Caruso could not use the franchise brand 
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name on his own web-site as it "could mislead the customer to believe that it 

was a Traveland Pty. Ltd. site and (that) the deals are available from any 

location" (Marshman, 1999a). Caruso claimed that the real issue was his 

registration on the name www.traveland.net.au. Traveland General Manager 

Michael Reed told Traveltrade magazine that "he could do anything he liked 

with his web-site as long as it was not identified as a Traveland site" 

(Marshman, 1999a). The site now has a disclaimer that the content only applies 

to Caruso Traveland locations 

This case brings up several interesting points regarding Internet use by travel 

agents. Was Caruso poaching sales from outside the geographical areas that he 

held the franchises for? Did it matter? Did he have the right to use the brand 

name that he had paid a large franchise fee for? Does the medium used make a 

difference? In mid-1999, another Australian travel agency franchise, National 

World Travel, began offering members on the public their own travel business 

on the Internet. The offer involved "full training and support", with the 

financial transactions handled by National World Travel, bringing up the 

question on whether these independent operators would be "travel agents' as 

defined by the N.S.W. Act on 1972. Will they need to be licensed? (On-line 

franchisees ... , 1999, p. 12) 

These questions aside, Adrian Caruso is a believer in the use on diagonal 

integration in his business. He buys his own hardware, to be more flexible than 

http://www.traveland.net.au
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automatically accepting standard lease offers from the GDS companies, and 

leases his CRS lines from Galileo. He commented that "some people are still 

paying $A1000 per month to lease 486 DOS terminals" (Caruso, 1999b), and 

that the GDS firms need to provide complete IT packages to travel agencies, 

including staflD training. His agencies employ one or two fewer travel 

consultants than most Australian agencies with the same turnover, due to his 

comprehensive use 0£ computerisation. Each work-station terminal in a Caruso 

Traveland office has access to: 

• facsimile, which can be viewed on-line before being directed to the 

appropriate person 

• the Internet, including the www and e-mail, 

• full Galileo CRS 

• Microsoft Office programs, such as word processing, spreadsheet and so 

forth 

• Microsoft Outlook, an electronic diary system that manages meetings and 

deadlines for staflD 

• Supplier invoices - i£manual, these have been scanned into the system 

• An electronic folder for easy access to advertised specials 

Caruso's staflD have remote access to the office system using PC Anyware 

software, for example i£ they need to handle an after hours emergency, or for 

staflD with children who may prefer to work from home. Caruso Traveland also 

offers mobile travel consultants who can go out to meet customers in their office 
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or home to discuss their requirements. All enquiries, quotes and so on are 

logged into the management system via Microsoft Access, allowing follow-ups 

to be automatically generated, and the conversion OD a quote to a reservation 

automatically logged. These last two actions alone have increased Caruso 

Traveland's conversion rate from approximately 20% to 70%. 

Adrian Caruso is adamant about the use OD the Internet to add value for his 

firm's clients, claiming that the Net is responsible for a 300% increase in his 

business, and is a strategic resource for the future. His consultants are advised 

to deal only with suppliers via e-mail to save time waiting on hold on the 

telephone, and this applies whether the supplier is "preferred" or not. In return, 

such wholesalers will generally return "documentation" as an e-mail attachment 

that can be printed out either by the agency or by the clients themselves. The 

agencies do not use (and therefore to do not have to update) manuals for visa 

information, maps and general information - such information is available on 

the Internet, and is often more up to date, anyway. Corporate clients have their 

own (intranet) web-pages with details OD their own organisation's special fares, 

discounts and travel policies. Caruso is proud that he has won corporate 

business from Ansett Australia and Qantas Airways due to the added value he 

has offered - the airlines both simply offered customers bigger rebates. Each 

corporate client has their own dedicated Travel Manager, overcoming the 

problem OD "agent continuity" identified by Ryan and Cliflfi (1997, p. 25). 

Caruso Traveland has identifiably used diagonal integration to provide 
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excellent, customised service that is profitable, and has in fact taken business 

away from airlines, rather than lost customers to disintermediation. 

It is interesting to compare Caruso's use ofIT with the responses from Western 

Australian travel agencies obtained by Soontiens and Shortland-Webb (2002, p. 

15). In that study, whilst 90% of respondents offices were connected to the 

Internet, only 25% used it as a management tool. Seventy-five percent used the 

Internet for marketing and research purposes, and 95% for communication ( e

mail and so forth). The benefits of comprehensive use of the available 

technology are obvious. 

8.9 Summary 

In the past, travel agencies have used GDS technology to give their staff instant 

expert status, by putting travel information at their fingertips. Now, travel 

agents tend to see the impact of the World Wide Web and the Internet as being 

significant on the industry, but most have not utilised it as a major catalyst for 

change. Many agents are using the web, but see it as an add-on to their current 

business operations, spending only a minimum on website development, 

suggesting that they do not see it as part of the "big picture" of their business 

plan (Standing and Vasudavan, 1999a, p. 28). Caruso Traveland is an obvious 

exception. 
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Both Sheldon (1997, p. 67) and Chu (2001, p.98) comment that studies show 

most consumers who use the Internet to research their trips still use a travel 

agent to verif3/ the information and book, anyway. This is supported further by 

two U.S. studies quoted by Bush (2000, p. 7), who commented that these people 

seem to have a "need to have a third party take responsibility for the booking". 

Wardell (1998, p. 45) puts it more bluntly - that they want "someone to blame 

in the event that their self~booked travel plans go astray". As mentioned at 8.2, 

Travelocity discovered that each ticket sold on their web-site generated an 

average o:fi one and a hal:fi phone calls. However, Internet research by travellers 

need not necessarily be considered a negative for the travel agent, since clients 

who have already done much o:fi their own research may take less time to serve. 

The additional time that is freed up can be used by the agent to create value

added service products that increase profitability, which is obviously an 

important consideration in a time where agents are being threatened by lower 

commission earnings (Sheldon, 1997, p. 67). 

The demise o:fi the travel agent is not inevitable; but what is certain is that their 

position in the distribution system and the nature o:fi their business will be 

changed (Butler et al, 1999 pp. 60-61 ), as much that was previously "expert 

knowledge" becomes simple information, available to be accessed easily by the 

general public. Travel intermediaries need to grasp the opportunities made 

available to them by the new information technologies, and think carefully 

about how exactly they can add value to their services in an Internet-based 

economy. Consider the following from Chiles: 



"In sounding the death knell for a large number of: travel 
agencies, the airlines may also have accomplished what 
amounts to shooting themselves in the foot ... the effect has 
been like that of: a pack of: wolves attacking a herd of: buffalo. 
The predators weed out the weakest members of: the herd, 
thinning it out, and as a result, natural order prevails, the 
wolves are fed and able to survive, and the buffalo herd 
grows healthier and stronger. Airlines are convinced that the 
Internet will fill the vacuum created by the travel agents they 
squeeze out by capping commissions. This is a fallacy." 

(Chiles, 1999, pp. 10-11) 
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Bush (2000) agrees that the current distribution changes involve "survival of:the 

species - this round of: commission caps has separated the good (travel agents) 

from the bad." Traveltrade (The industry must be limited ... , 1999, p. 12) 

suggests that better-informed consumers (the "New Tourists") will not suffer 

the less competent agent gladly and will seek out the services of: well-informed, 

experienced and professional travel consultants. The reductions in basic 

commissions however have reduced the ability to discount, the principle tool of: 

what Traveltrade (ibid.) refers to as "the dabblers", suggesting that a non

commission regime will effectively limit the market to professionals. If: the 

positive outcome suggested above by Chiles is to come about, then travel agents 

must stand up and face the situation they find themselves in, not hope that it will 

go away. Agents must learn to embrace the Internet, and electronic commerce 

in particular. They must understand that the way business is done has changed 

forever, and that they must accept the new paradigm. In addition, they must 

understand that the "New Tourist" exists, and is a highly educated, computer 

literate, and sophisticated consumer who wants more than just the basics. It is 
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also important that the "New Travel Professional" understands that this client 

will not pay service fees for something that they can do themselves - there 

needs to be added value, or they will not make the purchase. As Kelley (1999) 

comments "they have money and they have complicated lives. They do not 

have time. Take advantage of:that time poverty! They are willing to pay for the 

convenience, but you have to be the best professional in every way." The 

Internet will be successful in the travel and tourism sector by integrating 

technological-driven strategies into already established business-driven 

strategies (Palmer and McCole, 1999, p. 35). 

A poll of: a broad spectrum of: analysts by Airline Business magazine, and 

quoted by Levere (1999) suggests that: 

"those agents who fail to embrace and exploit new 
technologies of: the electronic era, or fail to expand their 
portfolio of: services beyond issuing airline tickets, will 
follow the dinosaurs into history." 

The problem is that the more successful travel agents have been in the past, and 

the more entrenched their way of: operating, then the more difiicult it is going to 

be for them to make the necessary changes to meet the demands of: the "New 

Tourist" in the new, technological business environment. Chapter 9 discusses 

several of: the new business models that have been suggested as appropriate in 

the "New Economy". 
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9 USING INFORMATION TECHNOLOGY TO ADD VALUE 

9.1 Introduction: Unlikely Bedfellows? 

Tourism and technology may sound like unlikely bedfellows, conjuring up ideas 

ofi computer-aided hospitality, robot-guided tours and humanless-hotels. These 

are however, unlikely scenarios. Tourism is by nature an intangible and 

intensely information-intensive industry, and is thus well placed to take 

advantage ofi the so-called "information revolution" since the use ofi technology 

in the form ofi the CRS/GDS has been well developed across all industry sectors 

for some time. An important part ofi a travel agent's dob is to search for 

information and to help the potential traveller to assimilate that information, and 

make a purchase decision. It is in the process ofi creating knowledge from 

simple information that an agent's ability to add value lies. Modem information 

technologies, including the Internet, facilitate the speed and efficiency with 

which the industry's information can be processed, stored, retrieved, distributed 

and otherwise manipulated (Poon, 1993, p. 11-13) freeing human time and 

effort to concentrate on "high touch" customer relationships. This chapter looks 

at ways in which the new technologies can create an entirely new basis for 

competition, not altering the human face ofi tourism, but rather taking over the 

core information-intensive functions ofi the industry. The greatest impacts will 

be in distribution and sales. 
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9.2 Changing the Rules of the Game 

"-9-=-=. 2=. l=------=D~iagonal integration 

Poon predicted in 1993 that it would be the diagonal integration of information 

technology into all sectors of the travel and tourism industry that would allow 

new products to be created to meet the requirements of the then emerging "New 

Tourist". Diagonal integration is "a process whereby firms use information 

technologies to logically combine services for best productivity and most 

profitability" (Poon, 1993, p. 19), which could transform mass tourism with its 

standardised and rigidly packaged nature, into a more flexible, individual

oriented, and sustainable industry. This "convergence of technologies and 

capabilities creates new forms of capabilities by combining two or more 

existing technologies to create a new one that is more powerful", according to 

'Mougayar (1997, p. 55), and it can be used as a tool for controlling the process 

of value creation. Indeed, Poon claims that (1993, pp. 12-13): 

"IT changes the rules of the game . . . it is substantially 
altering the role of each player in the value-creation process 
of the industry, (and) facilitates the production of new, 
flexible and high quality travel and tourism services that are 
cost-competitive (her italics) with mass, standardised and 
rigidly packaged options." 

Cook (1999) agrees that irrespective of where an organisation 1s m the 

distribution channel - supplier or intermediary - these principles apply equally. 

When she wrote in 1993, Poon (p. 20) believed that the travel agency 

reservation, ticketing and the client advice functions would grow in importance, 
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rather than decline, because of the agents' ability to add valuable knowledge 

and expertise to the core product offered by the suppliers. The subsequent 

development of electronic ticketing and the push by principals to encourage 

direct bookings have indeed eroded this somewhat, but it remains true that the 

opportunity exists for all players in the travel industry to ensure their own 

survival and competitiveness by taking advantage of the new technologies. The 

ability of travel agents to acquire, provide and transmit unbiased, value-added 

information in a courteous, efficient and timely manner will be the key to their 

competitive success. There is also good evidence that personal recommendation 

will be important in customer choice, which means matching the seller's unique 

knowledge of the customer and expert understanding of the destinations and 

product in a creative, not easily replicated way (Cook, 1999). Since information 

technology dissolves the asymmetry of access to core information (Evans and 

Wurster, 2000), the position of each player in the value chain will change. For 

example, for some very price-conscious customers, transactions involving 

homogeneous, non-value-added products will be more appropriately performed 

via other channels, such as on-line, directly with the principal, or even with an 

infomediary. Indeed, 

"the 'New Tourism' will alter the boundaries of the tourism 
industry and alter the position of industry players .. .it is no 
longer relevant whether a company is an airline, a travel agent, 
hotel or tour operator. What becomes more relevant are the 
activities (her italics) along the value chain that they control." 

(Poon, 1993,pp. 18-19) 

Cook (1999) warns that the window of opportunity to ''jump on the diagonal 

integration bandwagon" is rapidly being slammed shut by those who are 
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prepared to take the risks, and that travel agents risk being left behind by their 

own strategic choices, rather than being disintermediated by the actions of 

others. 

9.3 Two app_roaches to e-business 

Butler et al. (1999, pp. 30-31) have suggested that there are two distinct 

philosophies of e-business developing; 'petite e-business' and the 'Grande 

approach'. Petite e-business is the use of the Internet to improve operational 

effectiveness, the Grande approach involves a fundamental change in the nature 

of the whole business, or virtual integration (1999, pp. 33-34). Buhalis, (1998, 

p. 412) suggests that this is accomplished by re-engineering the entire processes 

of producing and delivering products and services in order to optimise 

efficiency and productivity, and to max1m1se the value-added provided to 

consumers. This also equates with Poon's concept of diagonal integration, and 

combines two distinct business models - the advantages of a tightly coordinated 

supply chain (supplier partnerships) with the focus or specialisation of a "virtual 

company" ( customer focus, mass customisation), in the way that Dell 

Computers operates (Butler et al.1999, p.34). To successfully diagonally 

integrate, firms need to be unafraid to let their supplier partnerships cross 

existing organisational boundaries. 
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9.3.1 The electronic relationship 

An important change that the "Information Technology Revolution" (Cook 

1999) and disintermediation have brought is that the customer-vendor 

relationship is now different. When a travel agent was a necessary link between 

the tourist and the principal, the intermediary's power relied on customers not 

having ready access to the information they needed (ie. informational 

assymetry). Without a cost-effective way to track the purchases and preferences 

o~ individuals, marketers had to resort to inexact measures such as 

demographics, or increasingly complex psychographic segmentation to try to 

find the right customers for their service. In many cases, the "High Street" 

travel agency simply sold what they could to whomever they could, an 

ineffective way o~ operating. As long as consumers went on thinking and 

behaving in the same way, companies could use technology and information 

just to improve the same old ways o~ doing things, but consumers are changing. 

Technology has put the information resources in the hands o~ consumers, and 

raised both their expectations and their ability to do their own travel planning 

(Kelley, 1999). The Internet is an open system that enables interactivity 

between the firm and the client, easily and in real time (Butler et al., 1999, pp. 

18-19). Consumers are becoming more cynical and more independent. The 

Internet can change the focus from gathering a mass o~ information to collating 

specific customers' individual preferences, and "one-to-one" marketing 

becomes possible. Sophisticated databases give the ability to tell customers 

apart, not only on the basis o~ their individual needs, but from their long-term 
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value to the firm. Before customisation can begin, however, the firm must 

attract the customer in the first place. The purchase ofi travel products is 

perceived as particularly risky, and in such circumstances consumers will 

conduct extensive information searches to assuage their fears, relying on people 

or organisations seen as experts (Mowen, 1995, pp. 77-78; Bitner and Booms, 

1989, p. 31). An excellent strategy to attract business is to position the firm as a 

credible source o:fi expertise in their field o:fi speciality, before attempting to offer 

product (Eck, cited in Cook, 1999). Once customers are engaged in an 

electronic relationship with a firm, then it is possible to obtain feedback about 

their needs as "real time" market research. Such a database also enables a 

business to keep better information on their products and services. Kenny and 

Marshall (2000, pp. 119-120) suggest that whilst this model does not always 

work for goods it is well suited to intangible services like financial and travel 

services "whose dynamic, information-driven offerings generate repeat site 

visits that yield an increasingly detailed customer profile". 

Mass customisation can enable products and services to be individually tailored 

at lower cost (Peppers and Rogers, 1997 cited in Cook, 1999), and Amazon.com 

provides an interesting analogy to the travel agent situation. Amazon does not 

just sell books, it provides a customised information service about books, based 

on the customer's purchasing habits (Butler et al., 1999, pp. 106, 120), and then 

builds a relationship over time. Amazon knows that there is a need to get the 

customer to commit for the long term i:fi the firm is to maximise their return on 

the investment they have made in that client; their business model is based on 

http://Amazon.com
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retaining each customer for up to twelve years (Kenny and Marshall, 2000, p. 

119). It is the diagonally integrated combination of the Internet and a database 

of electronic relationships that allows Amazon to create value, rather than the 

product itself. Customer share becomes at least as important as market share, if 

not more so, because only the attraction and retention of the customers' 

attention can raise the lifetime value of the customers' contribution to the firm's 

top and bottom line. Amazon.com is an example of an infgmediary, one of a 

new breed of businesses that has sprung up in the light of the new ways of doing 

business. 

9.3.2 Infomediaries 

"Ultimately, we're an information broker. On the left side 
we have lots of products, on the right side we have lots of 
customers. We're in the middle making the connections. 
The consequence is that we have two sets of customers: 
consumers looking for books and publishers looking for 
consumers. Readers find books or books find readers." 

(Bezos, in Butler et al., 1999, p. 106) 

Amazon's success story is only partly about the Internet, and more about 

developing a successful business model to fully exploit a new business 

environment. The concept of using an electronic relationship to assist "readers 

find books or books find readers" sounds simple, however many customers are 

uneasy with profits being made from information that they regard as personal; 

the "personalisation paradox" is a major difficulty to overcome in relationship 

marketing. Customers tend to define quality services as those that are 

personalised and customised to the individual, yet those same customers 

adamantly reject the notion that companies should know much, if anything, 

http://Amazon.com
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about their personal lives, behaviours or preferences (Butler et al., 1999, p. 

107). An infomediary's business is bridging the gap between other companies' 

need for capture of detailed customer information, and exploitation of that 

information. 

Organisations such as diversified financial services and travel companies like 

American Express (Amex) are ideally placed to become infomediaries in the 

travel industry. Amex is trusted by customers, and through diagonal integration 

of their insurance, credit and charge card, and travel businesses they have access 

to a broad array of consumer purchase categories and decisions that are 

uniquely indicative of personal character, motivation and preferences. In fact, 

Amex already provides this type of profiling for its charge card customers on 

their end of year summaries, and gets a greater "share of wallet" because of the 

provision of this detailed information (Butler et al., 1999, p. 110). The 

American Express web-site is in fact a portal that offers direct access to travel 

reservations, details of the member's card transactions, financial services and 

on-line shopping (American Express, 2001). Compare this with existing airline 

loyalty schemes, which provide depth of data, but on a very narrow database 

(Butler et al., 1999, p. 109). A frequent flier database can tell how often a 

traveller flies, to which destinations, and in what class. This database would be 

much more useful if it could track the member (and any accompanying 

travellers) so that it could be known not only which airline and class of service 

was flown, but also what kinds of hotels, restaurants and museums they 

patronised once there, and how much they spent. To get this kind of data, an 
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organisation needs to have a lot of access to a customer and in a variety of 

environments where different kinds of transaction take place. Rayport (in 

Butler et al., 1999, p. 110) asserts that the infomediary opportunity, while 

enabled by technology, is not a technology issue at all; like any other business, 

infomediaries will succeed where they can maintain an intense focus on the 

value and integrity of customer relationships. 

If access to customer information depends on trust, then the players who will 

win are those for whom integrity and profitability go hand in hand. Butler et al. 

(1999, p. 110) believe that investment in branding and services, with the goal of 

reinforcing and enhancing customer satisfaction and loyalty, are the stuff of 

which trust is made. Cook (1999) comments that "people are too busy these 

days to rely on people who do not know their needs well enough and who 

cannot do more than they can themselves". Intermediaries need to "own the 

personal relationship" with the end customer, and take over functions that the 

customer can or used to perform themselves. Lack of added value by travel 

agents quite simply gives travellers a reason to deal directly with principals 

themselves. Today's travel and tourism consumers want excellent, personalised 

service above everything else, whether they buy on-line or face-to-face. They 

also want knowledge (not just information), security, good prices, and 

innovation (Cook, 1999). Cook also contends that there is no evidence that 

travellers are prepared to support an electronic travel agency that simply 

transfers traditional services into an online mode, with the expectation that the 

customer will assume an active role. She says that "successful players must 
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define specific and easily identifiable roles for their businesses - especially as 

the field is crowded and differentiation of one's message is an expensive 

proposition." (Cook, 1999). 

9.4 Mass customisation 

loannides and Debbage (1998) ask their readers to consider whether the "trend 

towards individuation of leisure" and the personalising and differentiating of 

travel products through niche marketing and design variation is in fact a 

paradox. Although it sounds like an oxymoron, mass customisation can in fact 

achieve this. The exact opposite of Henry Ford's "you can have any colour as 

long as it's black" policy*, mass customisation is the use of flexible processes 

and organisational structures to produce varied and often individually 

customised products and services at the low cost of a standardised, mass

production system (Hart, 1995, p. 36). The products are customised within a 

predetermined "envelope of variety" (Hart, 1995, p. 37), which has been 

determined by identifying the dimensions along which the firm's customers 

differ (Gilmore and Pine, 1997, p. 95). Mass customisation may be facilitated 

by automated processes and technological innovation, but it makes the 

relationship with customers more important than ever (Butler et al., 1999, p. 

114). The Internet has created a world where customer demand, not forecasts, 

drives production and where the ultimate niche market is a market of one 

(Butler et al., 1999, p. 13). Mass customisation has arisen in response to this 

• Some authors refer to this style on production as "port-Fordist" (refer to Ioannides and Debbage, 
1998) 
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fragmentation of: existing markets, where customers can no longer be thought of: 

as members of: homogenous market segments (Hart, 1995, p. 38; Gilmore and 

Pine, 1997, pp. 94-95). Butler et al. (1999, p. 111) found that customisation at 

twenty-five consumer e-commerce sites boosted new customers by 47% in the 

first year and revenues by 52%. American Airlines improved its American 

Advantage frequent flyer site to allow members to create a profile of: 

themselves, their home airport, usual routes, seating and meal preferences. The 

improved database now allows American to offer highly targeted special deals. 

Frequent fliers with small children may be offered cut-price trips to Disneyland 

during the school holidays, for example (Butler et al., 1999, p. 112). 

Gilmore and Pine (1997, p. 92) suggest that there are four types of: mass 

customisation; collaborative, adaptive, cosmetic and transparent. Collaborative 

customisers conduct a highly interactive dialogue with individual customers to 

help them articulate their needs and to identify the precise offering that fulfils 

those needs (Hart, 1995, p. 42). An example of: this would be a travel 

management firm assisting a corporate customer to design and implement a 

travel policy based on the particular routes regularly travelled by their staffi 

Adaptive customisers generally work in a market where there are large numbers 

of: alternatives to choose from, and the customer feels unable, or is unwilling to, 

sift through the possibilities. Each customer independently derives his or her 

own value from the product because the company has designed multiple 

permutations into a standard, but customisable offering, that can be tailored or 

modified without having to refer back to the supplier (Gilmore and Pine, 1997, 

pp. 96-97). A travel consultant assisting a family to build an individual holiday 
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from pre-packaged wholesale modules would be an example. (Refer to Qantas 

Holidays Japan brochure in Appendix II). Adaptively customised products are 

also ideal to be offered electronically, either over GDS or the Internet. 

Cosmetic customisation, or versioning, takes a product that is basically 

standard, and "packages" it in a different way for different customers (Gilmore 

and Pine, 1997, pp. 98-99; Shapiro and Varian, 1998, p. 109). Hertz 

Corporation's No. #1 Club Gold Program uses cosmetic customisation to 

increase the value o:fi its otherwise standard cars in the United States. Program 

members still receive the same basic vehicle, but they bypass the line at the 

check-in counter, the car boot is already open for luggage, and the rental 

agreement hanging from the mirror has been personalised. Where local laws 

permit, the engine is running and the air conditioner or heater is switched on. 

"By doing only and exactly what each customer required, Hertz discovered that 

its Gold service was actually less costly to provide than its standard service" 

(Gilmore and Pine, 1997, p. 98). Airlines and tour wholesalers use versioning 

to provide similar information in different ways to travel agents and the general 

public. Transparent customisation is less intrusive than the collaborative style; 

it is a case o:fi noticing and recording clients' preferences, rather than asking for 

them up .front. Recalling the personalisation paradox mentioned earlier, the 

customer prefers not to have to keep reminding the firm o:fi his needs - he 

expects that his needs will be noted and acted upon each time a purchase is 

made (Cook, 1999). The database thus created is then used to ensure that the 

client receives their preferred option every time the product or service is used. 

Ritz-Carlton Hotels are successful transparent customisers to the point where 
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their customers may not even realise that product has been individually 

customised (Gilmore and Pine 1997, p. 99). 

9.5 Summary 

The Internet, and the World Wide Web in particular, can provide the 

infrastructure for inexpensive delivery 0£ multi-media information, promotion 

and distribution, and can also assist in the provision 0£ tailor made products to 

individual customers (Buhalis, 1998, p. 414). On the other hand, the intangible 

nature, high involvement, and high-risk potential 0£ the travel and tourism 

product means that many people, even regular Internet users, still prefer to deal 

with a knowledgeable travel agent. This chapter showed how travel and tourism 

firms can use information technology to add value to their services, despite 

tourism and technology sounding unlikely bedfellows. Being an information

intensive industry, travel and tourism is well-placed to build on its history 0£ 

technology use in the form 0£ CRS/GDS, by using the new IT. There is good 

evidence that the ability 0£ travel agents to acquire, provide and transmit 

unbiased, value-added information in a courteous, efficient and timely manner 

will continue to be their route to competitive success. This can be achieved by 

using concepts such as diagonal integration (Poon, 1993), and mass 

customisation (Pine and Gilmore, 1997) to become an infomediary (Butler et 

al., 1999) rather than a mere intermediary. In this way, travel agencies can 

"own the personal relationship" with the end customer, and take over functions 

that the customer used to perform themselves (Cook, 1999). Quite simply, a 

lack 0£ added value gives the consumer a reason to deal directly with principals. 
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10. DISCUSSION OF THE STUDY 

JO.I Introduction 

The aim of the research was to investigate the current major trends in 

tourism distribution so as to make recommendations to travel agents for 

responses to their situation. So as to give a balanced view, both 

qualitative and quantitative research was undertaken (Refer to Chapter 2 

for details of methodology). A very extensive literature review was 

conducted in order to identify trends, and to provide a theoretical 

background for the discussion. Sources used included a broad range of 

academic journals, electronic commerce and information technology 

trade journals, travel and tourism industry trade journals, newspapers, 

magazines, e-mail lists, newsgroups and web-sites. Quantitative research 

was conducted in the form of a written questionnaire posted to Australian 

travel agencies, the results of which were statistically analysed. The 

intention of the survey was to obtain the views of the agents themselves, 

and to compare these results with the overall picture of the industry 

obtained from secondary sources. The third type of research used was a 

small number of reflective case studies conducted on organisations that 

can be seen as exemplars for the new style of business necessary in the 

twenty-first century. The reflective method of reporting for these cases 

was designed to let the interviewee's own voices shine through, and for 
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their responses to be woven into a story. A number of the questions in 

the postal survey were open-ended, allowing the respondents' answers to 

be analysed in the same manner as the case studies. In this chapter, the 

results of all three methods of research will be melded together into a 

discussion, prior to recommendations being suggested in Chapter 11. 

The results will be discussed by topic area, allowing some related areas 

to be discussed together. 

10.2 The Postal Survey of Travel Agents 

As at December 1999, there were 4,940 licensed travel agency locations 

in Australia (Travel trade, 2000, p. 10). A questionnaire was posted to a 

sample of these agencies in order to obtain a snapshot of the agents' own 

views on their changing place in the tourism distribution channel. As 

Veal points out (1992, p. 153) it is the absolute size of the sample that is 

relevant, rather than its relationship to the size of the population. Sample 

size should be determined by the required level of precision in the results, 

the level of detail in the proposed analysis, and the available budget. 

Given that postal surveys often have low responses, a large initial sample 

size is justified (Veal, 1992, pp. 110-111 ). A confidence interval of 95% 

was preferred for this survey. (Refer to Appendix 1 for calculations) 

Using the random number generating function of Microsoft Excel™, a 

sample of 500 businesses was chosen from the listing "Travel Agents" on 
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a CD-ROM database of Australian businesses (Desk Top Marketing 

Systems, 2000), which is itself derived from the Yellow Pages directory. 

The random sample included travel businesses from all Australian states 

and territories. Eleven of these had to be removed from the sample, as 

they were not actually involved in travel agency services, as follows: 

• Medical centres 5 

• National Tourist Office 1 

• Airline head off ce 1 

• Travel industry recruitment 1 

• Travel insurance 1 

• Travel industry courier 1 

• Brochure distribution 1 

A written questionnaire (Refer to Appendix 2) was posted to the 

remaining 489 businesses at the end of July 2000. An accompanying 

letter requested the competed survey be returned by 1 gth August, and a 

postage-paid, self-addressed envelope was enclosed. One hundred and 

fifteen completed surveys were returned, a response rate of 23.5%. An 

additional response was from the marketing office of a state tourist 

office, but was discarded as it was only partially completed. In addition, 

twelve surveys could not be delivered and were returned to the sender. 

The low response rate meant that some of the data was not as accurate as 

had been hoped for. Microsoft Excel™, a spreadsheet program, was used 

to assist in the analysis of the raw data from the survey. A full set of the 
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numerical responses, plus details of the statistical analysis, appear in 

Ap12.endix 3. The responses to the open-ended questions were categorised 

using content analysis. All graphs show percentages unless otherwise 

shown. 

10.2.1 Agencies by tv12.e 

Several background questions were asked, to ascertain agency 

ownership, and the type of business they operated. Eighty-two percent of 

the travel agencies that responded to the survey were privately owned 

businesses. Presumably the management of these firms have significant 

input into decision making. The majority (50%) described themselves as 

"privately owned and independently operated", whilst the remainder 

(32%) were "privately owned and part of a franchise group" or 

cooperative. There were no responses from the outlets of principals. 

(Refer to Figure 10.1). 

Figure 10:1 Agencies by ownershiJ2_ 

ii Privately owned & independently operated ■ Privately owned franchise member 

■ Outlet of agency chain □ Outlet of principal 24 7 

II Other ■ N=llS 
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10.2.2 Type of business 

Leisure travel was the major business transacted by the respondents, 

although most agencies also handled some business travel. (Refer to 

Figure 10.2) Six agencies identified themselves as specialists in certain 

leisure markets, and one respondent was a travel club, meaning that the 

overall level ofi specialisation was very low, despite the literature review 

findings that specialisation would enable agencies to weather the 

changing situation. (Refer to Chapter 11 for more discussion of this 

topic) 

Figure 10.2 Segmentation of markets by agency type 
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10.2.3 Disintermediation of travel agents 

An opinion poll in the trade newspaper Traveltrade (Vox Pop ... , 1999, 

p.8) in January 1999 asked Australian travel agents what they thought 

would be the major front line issues for that year. The results indicated 

that agents were most worried about airlines reducing commissions and 

finding ways to by-pass agents. Evidence on commission capping and 

cutting in other parts ofi the world which was uncovered during the 

literature review also suggested that this was a major trend in the tourism 

industry (Refer to Chapter 6 for details), and thus a hypothesis was 

formulated to test this theory. 

Hypothesis 1: 

Australian travel agencies are being disintermediated by principals' 

encouragement ofi direct booking. 

Disintermediation was found to be a major concern for the group ofi 

agents surveyed during 2000 for this thesis, although it was felt that the 

full impact had not yet hit Australia. It was more ofi a concern for the 

near future, as identified in Questions 24 and 25. Thirty-six respondents 

anticipated that their agency's greatest difficulty over the following 

twelve months would be direct bookings and/or electronic ticketing by 

airlines. Reduced commissions and maintaining yield was the main 

concern for twenty-four agents. The survey respondents were asked ifi 
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their agency had lost business to principal's web-sites, and if so, what 

types of suppliers were involved (Question 18). Sixty-eight percent of 

replies said no, they had not lost any business at all. Of the remaining 

32%, the vast majority of lost business was reported to have gone to 

airlines (20%), with only minimal sales taken by other sectors of the 

industry. Surprisingly, it is the franchise and chain agencies that seem to 

have suffered the most from direct selling by principals. Only 13% of 

independent agents, as compared to 29% of franchises and 22% of chain 

outlets had lost sales to airline web-sites. It is possible that this is due to 

independents being seen to offer a different product to the franchise and 

chain operators. (Refer to Figure 10.4 on the next page) 

Figure 10.3 - Details of an airs is of Question 18. 

Testing Hypothesis No. 1 

Yes(%) 60 

Standard Error of 6;38 
Sample 

Upper 95% Confidence 75.1 
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Figure 10.4 - Sales lost torprincipals' web-sites 
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The agency managers seemed to have difficulty quantifying any lost 

business to principals' web-sites; most answered "do not know" to 

Question 19. At the other extreme, one agency claimed to have lost 50% 

of their business, and two agencies 25% each, which presumably reflects 

the nature of their current business. 

The literature review confirmed that the advent of electronic ticketing has 

also had a big impact on who "writes" the ticket for travellers. Now that 

it is no longer necessary to go to a travel agent to have a physical ticket 

issued, much of the business appears to be returning directly to the 

airlines (Trends and Forecasts:E-tix ... , 1998, p. 16). In the case of low 

fare, "no frills" airlines, direct electronic ticketing generally constitutes 
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the majority, if not all, of their ticket issuance {Tyler, 2000; Whyte, 

2000). On the other hand, agencies themselves are able to offer e

ticketing for the majority of their air ticket sales, if they so choose. 

Question 9 asked if agencies offered electronic ticketing. Those who 

answered in the negative were asked two further questions; why not, and 

did they feel that they had lost business due to their agency's inability to 

offer electronic ticketing. 

Figure 10.5 -Details ofanalvsis ofQuestion 11. 

Testing Hypothesis !'lo. 1 

Standard Error of 
Sample 

Upper 95% ~onfidence 93.3 

The survey found that franchise and chain agencies were much more 

likely to have access to electronic ticketing in their office, 81 % and 88% 

respectively. Only 48% of independent agents offered e-ticketing. 

Twenty-one percent of independent agents said that the cost of 

investment in the necessary technology was their reason for not using 
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electronic ticketing. Those agencies that did not offer the service 

generally opted to use consolidators to issue the tickets instead, and most 

felt that they were not at a disadvantage by operating in this manner. 

Only ten percent ofi independent agents thought that they had probably 

lost business to direct airline bookings, but they were unable to 

accurately estimate the amount, or had kept no records. Estimates varied 

from "minimal" to $A50,000, but most suggested that the figure was less 

than 5% ofi their business. This again raises the question ofi why the 

impact on smaller, independent agencies appears to have been less than 

for the franchised and chain.firms. 

Despite the trade press being seemingly full ofi angry travel agents about 

to take their business away from principals who 'steal' their clientele, the 

survey did not bear this out. Hypothesis 4 was designed to test travel 

agents responses to perceived disintermediation. 

Hypothesis 4: 

Australian travel agencies are introducing value-added products as 

a response to disintermediation. 

The results for Question 20 were analysed using the chi square method, 

and it was found that there was a higher than 99.9% chance ofi the 

answers being a true representation. (Refer to Appendix 3 for 

calculations) Only 11 % ofi respondents to the July 2000 survey said that 
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they would no longer recommend to consumers a principal who 

encouraged travellers to book directly. This compares with the response 

to the 1997 AFT A survey conducted when Ansett tried to reduce 

domestic commissions. (Refer to Chapter 6.2.1) In fact, the vast majority 

said that they would "add value" to their product (38%), or concentrate 

on a different market segment (also 38%). Eleven percent reported that 

they would promote and advertise more, with only two agents suggesting 

that they would be more likely to compete by discounting fares. (Refer to 

Figure 10. 6) There was little difference in attitude between types of: 

agency. These results were seen as being positive indications of: travel 

agencies managing their own futures, and possibly the reasons for some 

agencies not having lost business to principals. 

Figure 10.6 
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Respondents who answered that they had "added value" were asked to 

specify what they meant by this, but few did. Some felt that consumers 

prefer face to face, human contact, and would see value in "friendly and 

personalised service", such as home visits and delivery ofidocurnentation. 

A number ofi agents spoke ofi "quality service" corning from "expertise" 

or "knowledge", whilst one mentioned "reliability". Several agents 

mentioned that they intended to put together their own packages. Some 

spoke ofi offering a "total service", that did include undertaking some 

non-commission services, such as chasing up frequent-flier miles, in 

addition to transactions for which they would earn income. "Professional 

service" was mentioned a number ofitirnes. 

The literature review suggests that the news is not all bad for travel 

agencies. Certainly, the Internet is anticipated to change the role ofi 

tourism intermediaries, and travel agencies in particular (Buhalis, 1998, 

p. 414). The travel and tourism industry is clearly an early leader in the 

swap from the traditional shopfront to e-commerce. On the other hand, 

there are indications that travel agencies will continue as a distribution 

channel, but co-exist with technology-led, direct-buy options offering 

greater choice. The travel and tourism industries have always used 

parallel distribution channels. Cook (1999) agreed, when discussing the 

TIAS delta technology that allows companies to use traditional GDS or 

newer Internet distribution methods to reach their trade or end-user 

customers. McNulty (1999a, p. 5) comments that: 



"Mirroring the distribution changes affecting other 
industries, travel will be distributed through multiple 
parallel channels, requiring suppliers to carefully manage 
what may appear to be conflicting distribution strategies." 
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Customers will be able to select the channel depending on the type of 

booking they need to make, so consequently it is· imperative that 

suppliers and intermediaries are able to capture a coherent picture of who 

the customer is and use the information to create differentiation. Even 

more critically, they must understand the profitability of each different 

distribution channel and existing players must initiate change now if they 

are to survive in the new business environment. There will also continue 

to be a role for Global Distribution Systems into the future, but vendors 

will need to "develop a more sophisticated mechanism for managing 

price quotations as the industry moves towards one-to-one yield 

marketing. GDS's must also use technology to lower the cost of their 

transactions" (McNulty, (1999a, p. 5). 

Hypothesis 1 is therefore rejected, but with a qualification. Whilst it is 

indeed true that many principals are currently aiming to disintermediate 

the travel agency sector as a cost saving measure, a logical evolution of 

disintermediation is in fact re-intermediation, which points to the shifting 

or transfer of value to another part of the distribution system, rather than 

the complete elimination of it (Mougayar (1997, p. 46). Palmer and 

McCole (1999, p. 34) say that on-line distribution does not change the 
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basic principles of the role of intermediaries, who exist to simplify 

buyers' choice processes; and agree that it is more likely to lead to re-

intermediation than disintermediation. 

discussed more fully in Chapter 11). 

(Reintermediation will be 

Travel products are perfectly suited to on-line selling (Smith and Jenner 

1998, p. 78), however reintermediation will only occur where travel 

agencies continue to add value for their customers. Has Hypothesis 4 

been proved? There is no evidence that the agents surveyed were sure of 

what the term "added value" meant. They knew that it meant more than 

advertising or discounting fares, but this needs to be reflected in their 

business plans. Given that the large majority of Australian agencies are 

small, independent firms (ABS, 1998, p. 3) the question arises - do they 

even have business plans? In some instances (for example "commodity" 

airfares), the agents would be better off to let the principal have the 

business, and to instead concentrate on "high touch" products that are 

mass customised for specific target markets. Hypothesis 4 is not 

conclusively proved however Australian travel agencies are at least 

aware of the concept of value adding. Large numbers of the respondents 

to the survey suggested that they would use value adding or finding new 

market segments as a response to the actions of principals to 

disintermediate them. A failing in the questionnaire was not to ask 

agents exactly what they meant by "value adding. Pursuing the meaning 
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0£ "added value" in the tourism and travel industry offers opportunities 

for future research. 

10.2.4 Agent of whom - the principal or the traveller? 

Two further hypotheses to be tested related to travel agencies charging 

travellers a fee for service, rather than relying on their traditional method 

0£ income, being commission paid by principals. ABS figures (1998, p. 

5) show that for the financial year 1996/97 Australian travel agents 

earned 65% 0£ their income from commission on ticket sales. The 

situation in the United States however, has changed rapidly since the 

introduction 0£ commission capping, with a 1998 study by ASTA 

showing that nearly two-thirds 0£ agencies charged service fees, up from 

only 25% in 1997 (Cockerell, 1998, p. 5). In 2001 that figure has grown 

to 97% (Carroll, 2001c, p 13). Although tourism industry leaders in 

Australia have been advocating service fees for over a decade (AFTA, 

1990, pp. 53-54), the idea has not been strongly embraced in Australia. 

Anecdotal evidence shows that many agents have concerns along the 

lines 0£ "my God, iii I do that they'll go around the comer" (Wilson cited 

in McCarthur, 1998, p. 8). The hypotheses relating to this topic are: 

Hypothesis 2: 

Australian travel agencies are changing from a reliance on 

commission as income, to charging service fees. 
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Hypothesis 3: 

The Australian travel market has accepted the charging of service 

fees by travel agents. 

Question 5 asked respondents ifi they charged service fees, other than for 

obtaining visas. Slightly more than halfi (54%) ofi respondents charge 

some type ofi service fee, the remaining 46% charged no service fees. 

(Refer to Figures 10.7 and 10.8). Question 6 followed up the Yes 

respondents by asking why fees were charged, and Question 7 asked 

agents to indicate how long they had charged service fees. 

Figure 10. 7 - Details of analysis of Question 5. 

Testing Hypothesis !No. 2 & 3 

Standard Error of 4.65 
Sample 

Upper gs% Confidence 65.0 

From Figure 10. 7 above, it should be noted that the results for Question 5 

do not show a statistically significant consensus. In other words, no less 



260 

that 43% ofi travel agents are likely to charge service fees at the 95% 

confidence interval, but on the other hand not more than 65% are likely 

to either. A larger sample is required to prove this question conclusively. 

Still, some useful material can be gleaned from the types ofi fees charged 

by which type ofi agency, their reasons for choosing to charge service 

fees, and the impact ofi service fees on their business. 

When asked why they charged fees, the vast majority ofi respondents 

(44.5%) commented that the fees were to "cover costs", usually in cases 

where little or no commission was paid by the principal. Nine agencies 

responded that they offer "professional service in return for a 

professional fee", an indication ofi a non-traditional attitude to their 

position in the distribution channel. The results were cross-tabulated to 

see ifi there was a relationship between agency type and charging service 

fees. (Refer to Figure 10.9) Given that there were only five agencies in 

the "other" category, the sample size was too small to be significant, and 

was not included in this analysis. 



Figure 10. 8: Service fees charged bv all agencies 
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FigureJ0.9: Service fees charged according to agencv type 
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The results for this question varied quite significantly between the types 

of agencies. Independently owned and operated agencies being by far 

the least likely to charge service fees - 61 % said they charged no service 

fees at all, compared to 27% for franchises and 38% of chain agencies. It 

is perhaps due to their strong brand names that franchise and chain 

agencies have been so successful in this matter. Whilst franchise and 

chain firms were more likely to charge fees, this policy tended not to be 

for all clients; nineteen percent of franchised agencies charged all clients, 

compared to 13% of chain branch offices. Very few of the agencies 

surveyed charged travel management fees of their corporate clients ( 4% 

of independent agents only) although this is likely to have been due to the 

particular sample. Additional research into the use ofi management fees 

by agencies specialising in business travel is recommended, to determine 

how widespread this strategy is. Many respondents specifically 

mentioned that they charged a fee for bus or rail bookings, when making 

frequent flyer award flight reservations for regular clients, and especially 

for bookings where the commission rate has recently been reduced, or for 

low commission airlines. Charging for amendments or cancellations was 

common. 

When asked how long they had been charging service fees (Question 7), 

the results seemed a little ambiguous. (Refer to Figure JO.JO). There 

appears to have been a definite recent increase, with 36% ofi independent, 

49% of franchise and 42% of chain agencies imposing fees in the 
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previous 12 months. This fits with agents' responses to Question 6, that 

fees have been introduced to cover declining commissions. Surprisingly 

enough, 41 % ofi independent agents said they had charged fees for more 

than five years, even though this group was the least likely to have 

charged fees overall. It is possible that this particular group ofi travel 

agencies has long offered a differentiated product and added value, 

however further research should be considered to find the reasons for this 

anomaly. 

Figure JO.JO Length of time charging service fees 
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Respondents from all agency types were firmly in agreement that the 

imposition ofi fees had not lost them business, with many in fact believing 
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that their business had actually increased. (Refer to Figure 10.11 below) 

For example, some full-service agencies felt that because genuine 

customers paid a fee, "time wasters" or "tyre kickers" did not bother 

them, and so they were better able to concentrate more on adding value. 

When charging a fee for service, it is crucial that travel agents provide a 

service that travellers see as worthwhile, otherwise the consumer will 

choose to purchase via another distribution channel. This value could be 

in the form o:ficonvenience o:filocation, or expertise, not just price. 

Figure 10.11 Impact on sales of service fees (N=64) 

INDEPENDENT. 

Australian travel agencies are starting to move towards the acceptance ofi 

service fee-based income, but this is not by any means complete. It is 

very clear that those agencies that have taken the step to charging service 

fees are happy with the results, but that at this stage they do not appear to 

be relying on fees as their major source o:fi income. Instead they are 

picking and choosing which principals they deal with to maximise their 

income. There is nothing new in this, but instead o:fi booking with a 
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principal who pays an additional commission as they did in the past, they 

now choose the principal who has reduced the commission the least. 

From the literature review it is clear that fee-based "travel management 

companies" are more likely to exist in the business travel market than the 

leisure market (Bailey, 2000, p. l ). Anecdotal evidence suggests that 

many leisure agencies are fearful ofi losing business ifi they implement 

fees, particularly when some large chain operations (Eg. Flight Centres) 

promote the fact they that do not charge fees. Indeed, some markets will 

never accept service fees - the buyers ofi commodity air fares for 

example - and travel agents must learn to let go ofi this low margin 

business, and pursue other markets. Other chain operators however do 

charge fees, and have found that their business has actually increased. 

Hypothesis 2 can therefore be conditionally accepted, as there is some 

evidence ofi a movement towards charging service fees, but it is clear that 

this process has only just begun in the Australian travel market. Joselyn 

(in Carroll, 2001c, p. 13) suggests that Australia will inevitably follow 

the U.S. pattern, but acceptance ofi service fees may take up to five years. 

The answer as to whether Hypothesis 3 can be accepted is less clear. 

Some segments ofi the market obviously accept service fees, at least for 

certain services, and that many firms have used such fees for a 

considerable length ofi time. It is acknowledged however, that there is 

further scope for the investigation ofi just which markets would be 

prepared to pay a fee for which particular services, and how much. 
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Perhaps a longitudinal study could follow the acceptance of service fees 

in the Australian travel industry. 

10.2.5 Travel Agency use ofthe Internet 

The literature review continually highlighted the growing importance of 

the Internet as a distribution tool. Travel is one of the most common 

products to be bought on-line (Cole et al., 2000, p. 10), and airlines are 

the principals who have made the greatest use of the cost-reductions 

available through distributing via cyberspace. Chong found that in 1999 

the three most popular web-sites in the U.S. belonged to airlines or travel 

agencies (1999). Hypothesis 5 was formulated to test if Australian travel 

agencies were using the Internet as a competitive tool, either by having a 

web presence themselves, or by using the Internet to access information 

for their clients. 

Hypothesis 5: 

Australian travel agents have embraced electronic commerce. 

Question 13 asked if the agency had an Internet web-site. (Refer to 

Figure 10.12) Forty percent had their own site, and another 23% shared 

a joint site with other members of their franchise group or agency chain. 

Independent agents were much less likely to have a web-site ( 51 % ), than 

franchises (23%) or branch offices of chains (2 agencies only). However, 

39% of the independent agents intended to establish a site within the next 
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twelve months, and another 10% at some later date. Only 5% thought 

that a web-site was unnecessary, but Independent agents were concerned 

about the cost involved in setting up a web-site, and felt that they lacked 

knowledge about the Internet. (Question 14). 

Figure 10.12 Does your Travel agency have a web-site? 
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Question 15 asked why agencies had an Internet presence. The question 

allowed multiple answers, and therefore each result is a percentage of the 

total number of respondents in the survey. The results were consistent 

across types of agency, and it seems obvious that the respondents do 

understand that having an Internet presence is important in today's 

business environment. (Refer to Figure 10.13 on page 269) 
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Despite 63% of agencies having a web-site, it appears that very few of 

these sites can be described as complying with the virtual storefront 

model that offers a booking engine, in fact only 10% in this survey, 

slightly lower than the 12% found by Standing and Vasudavan in their 

research (1999a, p. 25). Only one of these booking engines was on a site 

belonging to an independent agent. Four agencies offered the ability to 

check availability and then book by e-mail. A large number of sites 

offered the ability for prospective clients to contact the agency by e-mail 

(29%), and this service was offered across the range of agency types. 

The reasons for having a web-site were quite varied (Question 15). 

(Refer to Figure 10.13) A total of 27% of responses related to the needs 

of customers directly ("Gives clients a more convenient way of booking" 

- 14%, and "Our clients expect us to have a web-site", 13%). Thirty 

percent thought that a web-site was an essential part of business these 

days, and a further 32% thought it a useful addition. 

Twenty-eight percent of agency web-sites matched the poster or 

billboard model by merely offering information about the company. 

These results are again similar to those obtained by Standing and 

Vasudavan - 12% (1999a, p. 27). If as Butler et al. (1999, pp. 150) 

suggest, the real value of electronic channels is that they can allow a 
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Figure 10.13 - Reason for having a web-site 

company to provide buyers with a range of advantages such as 

convenience, information, personalisation and interactivity, then it is hard 

to see how the typical Australian agency web-site is doing this. 

Admittedly, the results here were obtained by asking the agents 

themselves to describe their web-site, and it is acknowledged that this 

method did not involve the rigorous methods used by Standing and 

Vasudavan. Nevertheless it appears that whilst Australian travel 

agencies may be on-line, they are probably not making the most of using 

the Internet to distribute their product. 

Similarly, the offices of the vast majority of firms (87%) have an Internet 

connection, although the spread across types of business is surprising. Of 

the independents, 91 % are connected, as are 100% of the franchise 

agencies, however only 56% of chain outlets are. It is possible that this 
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is due to the small number ofi chain agencies amongst the respondents (16 

outlets), or alternatively that the chain outlets use a company intranet via 

their CRS for much ofi their information requirements. 

Respondents were also asked how they used the Internet, and again 

multiple answers were possible. (Refer to Figure 10.14) Answers were 

consistent across the types ofi agency. In the main, consultants used the 

Internet to search for general travel information for their clients 

destination information, information about weather and attractions -

Figure 10.14 - What does your sta({use the Internet fpr? 

rather than using brochures or manuals as they would have in the past. 

Interestingly, this is the type o:fi simple information that the clients could 

easily find for themselves, and it is hard to see that providing information 

ofi this sort is adding value. Twenty-two percent ofi agents use the 

Internet to search for travel-specific products for their clients. The same 

figure also use the Internet to find specialist information that is not 

available on their CRS/GDS - perhaps information on "less touristy" 
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destinations, or small accommodation houses or local tour operators. It is 

in this area that opportunities lie for agents to add value to their service. 

The "other" category included e-mail, communications with franchise or 

company head offices, receiving documents, and two respondents said 

that they had a combined CRS/Internet connection. 

The survey also asked the respondents their attitude to using the Internet, 

and how it had affected their working day. Eighty-five percent thought 

that the Internet had either "greatly improved" (53%) their ability to 

access information for clients, or that it was "somewhat useful" (32%). 

Only ten percent saw no advantage over using traditional methods such 

as manuals and hotel guides. A mere 5% thought the Internet "more 

trouble than it is worth". (Refer to Figure 10.15 below) 

Figure 10.15 How useful is the Internet compared to manual 

systems? 
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Australian travel agents are certainly on-line, but that does not mean that 

they are confident with the technology, or that they are taking the 

opportunities offered to them by the new IT. Consultants are not using 

their Intemet access as a way of supporting their expertise. This is 

evidenced by the fact that agents often admit that clients know more 

about a destination than they do because the consumer has a better 

knowledge of the Web than they do. The vast majority of travel agency 

web-sites are little more than an advertising poster on a new medium - a 

poster that would be almost impossible to find unless you knew what you 

were looking for. A poster web-site is in fact just another form of 

promotion, since it does not provide customers with the opportunity to 

make a reservation. It does not give a travel agent a way to distribute 

their product that can compete against a principal's site, which may use 

the virtual storefront model, or may go even further and be a multi

functional site that fits the 3.5. 7 model (Standing and Vasudavan, 1999a, 

p. 25). Airlines and Portals have stolen a march in the on-line travel 

world, because they have the money to spend. Australian agents have 

not really embraced electronic commerce - they are hanging on the edges 

of the new technology like frightened children. Afraid to be there, but 

more afraid not to be. As a result, Hypothesis 5 is rejected, at least for 

the moment. 
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10.2.6 Future Concerns 

The final two questions of the questionnaire (Questions 24 and 25) gave 

respondents the opportunity to use their own words to generate areas of 

concern. The responses then were analysed using two types of content 

analysis. Conceptual analysis can be thought of as establishing the 

existence and frequency of concepts, which are most often represented by 

words and phrases. This type of content analysis was used with Question 

24. In contrast, relational analysis goes one step further by examining 

the relationships amongst concepts in a text, or series of texts 

(Ylriting@CSU, 2002), as in Question 25. The responses are presented 

in a similar manner to the case studies, to allow the voices of the 

respondents to be heard. 

No less than twenty-seven topics were mentioned in response to Question 

24, and these were sorted into categories. The majority of respondents 

were very concerned about falling income, by the possible 

disintermediation of their agency by direct bookings with principals, and 

by technology such as the Internet in particular. It seems clear that 

although travel agents feel that they have not lost a lot of business either 

directly to principals or to the new on-line agencies in the past, that it is a 

looming concern for the future. The enmity seems to be particularly 

aimed toward the airlines, rather than other principals, probably since the 

bulk of agents' incomes have come from commissions on airfares in the 
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past. Competition from discount agencies such as Flight Centre was also 

seen as a major concern, especially in light OD the entry into the domestic 

market oDthe "no frills", budget airlines. (Refer to Figure 10.16) 

Figure 10.16 - Maior concerns for the next 12 months 

Airlines no longer support agents 

Whereas the previous question was more concerned with generating a 

ranked list oD topics, Question 25 was intended to get respondents to 

show their feelings, with the intention that this would aid in developing 

recommendations. Here again, the responses were collated into 

categories that expressed similar opinions. The respondents' comments 

covered the entire spectrum oDpossibilities on any one topic, for example 

from "I love e-ticket!" to "E-ticket is a two-edged sword" and 

"Electronic ticketing is wonderful but terribly complicated". From "the 

Net is wonderful!" to "the Net is slow and time consuming". One agent 
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commented that "Life as a travel agent is becoming more complicated!" 

The most commonly discussed topic, however, was the provision of 

quality service to customers. Many agents felt that customers prefer 

dealing with a knowledgeable person, and that the Internet did not 

threaten their business. Again, a commonly expressed thought was that 

while agents may not have lost existing customers to principals or on-line 

agencies, there was the possibility of losing potential business in the 

future. A number of respondents saw service fees as "becoming 

essential". 

Here then, are some of the respondents' comments, left in their exact 

wording so as to enhance the richness of the text, as was done with the 

case studies: 

"CRS are more economical if Internet based, although a little 
slower. I can put up with this for the savings and no doubt 
there will be improvements in the future. Commission caps 
simply influence my choice of carrier, while those not paying 
commission gain no sales through my agency. Airlines may 
choose not to pay commission, but they have no right to expect 
agents to represent them without payment." 

(Brisbane independent leisure agency) 

"People will always feel the need to discuss their opinions face 
to face." 

(Branch office of discount agency chain, 
country Victoria) 

275 



"Principals' encouragement of: direct booking is good! Once 
the client has tried the principals they come back for the 
service!" 

(Perth city franchise agency) 

"Small boutique agents will always be in demand." 
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(Outer Sydney suburban independent 
agent) 

"We are in a specialist niche market and have significant 
buying power with principals. The above factors have had 
minimal impact." 

(Melbourne specialist agency, branch 
outlet of:agency chain) 

"At the end ofi the day we find clients obtain info from the Net 
and book it in the office. There is still hesitation in (using) 
credit cards via the Internet, and people prefer to talk to people." 

(Branch office ofi agency chain) 

"Cheaper fares attract a wider public. The cheaper the fare, the 
cheaper the client. The cheaper the client the more difficult it is 
to deal with them either because it takes longer to find what they 
want or because they are often more awkward." 

(Franchise agency, suburban 
Hobart) 
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"Our belief here is that there will be a change in the way travel 
is booked and serviced, but that unbiased, human advice will 
never be replaced by the Internet, and that our clients will be 
willing to pay for this advice and service." 

(Near-city independent agency, 
Adelaide) 

Diagonal Integration and Extreme Niching -A Case Study 

( 

The successful travel organisation of the 21 st century will be a specialist 

in some area - travel management companies that charge businesses to 

organise and implement their travel policies; leisure specialists with staff 

who are expert on particular destinations, others who know about air 

travel, dive holidays or ski holidays. As explained by Poon (1993, pp 18-

19) and Butler et al. (1999, pp. 30-31 ), the boundaries between 

organisations in the tourism industry will become blurred, and it will 

become increasingly difficult to categorise them into the traditional 

industry sectors. The High Street "mom and pop" agency that dabbled in 

a bit of everything, and employed cheap junior staff to issue basic air 

tickets, will become a thing of the past. Extreme niching means being an 

expert in a specialist area, and offering your customers customised trips 

that suit their individual needs. The following reflective case study is 

written as a story, allowing the reader to experience the case through the 

words of Darrell Wade, Managing Director and founder of Intrepid 

Travel of Melbourne. Therefore all of the quotes in this case study are 
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Perhaps a longitudinal study could follow the acceptance of service fees 

in the Australian travel industry. 

10.2.5 Travel Agency use ofthe Internet 

The literature review continually highlighted the growing importance of 

the Internet as a distribution tool. Travel is one of the most common 

products to be bought on-line (Cole et al., 2000, p. 10), and airlines are 

the principals who have made the greatest use of the cost-reductions 

available through distributing via cyberspace. Chong found that in 1999 

the three most popular web-sites in the U.S. belonged to airlines or travel 

agencies (1999). Hypothesis 5 was formulated to test if Australian travel 

agencies were using the Internet as a competitive tool, either by having a 

web presence themselves, or by using the Internet to access information 

for their clients. 

Hypothesis 5: 

Australian travel agents have embraced electronic commerce. 

Question 13 asked if the agency had an Internet web-site. (Refer to 

Figure 10.12) Forty percent had their own site, and another 23% shared 

a joint site with other members of their franchise group or agency chain. 

Independent agents were much less likely to have a web-site (51 %), than 

franchises (23%) or branch offices of chains (2 agencies only). However, 

39% of the independent agents intended to establish a site within the next 
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twelve months, and another 10% at some later date. Only 5% thought 

that a web-site was unnecessary, but Independent agents were concerned 

about the cost involved in setting up a web-site, and felt that they lacked 

knowledge about the Internet. (Question 14). 

Figure 10.12 Does your Travel agency have a web-site? 

40 

30 

20 

10 

I ■ Own site ■ Shared site ■ None □ N=lO0 j 

Question 15 asked why agencies had an Internet presence. The question 

allowed multiple answers, and therefore each result is a percentage of the 

total number of respondents in the survey. The results were consistent 

across types of agency, and it seems obvious that the respondents do 

understand that having an Internet presence is important in today's 

business environment. (Refer to Figure JO.I 3 on page 269) 
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Despite 63% of agencies having a web-site, it appears that very few of 

these sites can be described as complying with the virtual storefront 

model that offers a booking engine, in fact only 10% in this survey, 

slightly lower than the 12% found by Standing and Vasudavan in their 

research (1999a, p. 25). Only one of these booking engines was on a site 

belonging to an independent agent. Four agencies offered the ability to 

check availability and then book by e-mail. A large number of sites 

offered the ability for prospective clients to contact the agency by e-mail 

(29%), and this service was offered across the range of agency types. 

The reasons for having a web-site were quite varied (Question 15). 

(Refer to Figure 10.13) A total of 27% of responses related to the needs 

of customers directly ("Gives clients a more convenient way of booking" 

- 14%, and "Our clients expect us to have a web-site", 13%). Thirty 

percent thought that a web-site was an essential part of business these 

days, and a further 32% thought it a useful addition. 

Twenty-eight percent of agency web-sites matched the poster or 

billboard model by merely offering information about the company. 

These results are again similar to those obtained by Standing and 

Vasudavan - 12% (1999a, p. 27). If as Butler et al. (1999, pp. 150) 

suggest, the real value of electronic channels is that they can allow a 
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Figure 10.13 - Reason for having a web-site 

Our clients expect us to have a web-site 13 

company to provide buyers with a range o:fi advantages such as 

convenience, information, personalisation and interactivity, then it is hard 

to see how the typical Australian agency web-site is doing this. 

Admittedly, the results here were obtained by asking the agents 

themselves to describe their web-site, and it is acknowledged that this 

method did not involve the rigorous methods used by Standing and 

Vasudavan. Nevertheless it appears that whilst Australian travel 

agencies may be on-line, they are probably not making the most o:fiusing 

the Internet to distribute their product. 

Similarly, the offices of the vast majority o:fi firms (87%) have an Internet 

connection, although the spread across types of business is surprising. Of 

the independents, 91 % are connected, as are 100% of the franchise 

agencies, however only 56% o:fi chain outlets are. It is possible that this 
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is due to the small number o:fichain agencies amongst the respondents (16 

outlets), or alternatively that the chain outlets use a company intranet via 

their CRS for much ofitheir information requirements. 

Respondents were also asked how they used the Internet, and agam 

multiple answers were possible. (Refer to Figure 10.14) Answers were 

consistent across the types ofi agency. In the main, consultants used the 

Internet to search for general travel information for their clients 

destination information, information about weather and attractions -

Figure 10.14 - What does your staff use the Internet [pr? 

Bookings for products. that are not available through CRS 

rather than using brochures or manuals as they would have in the past. 

Interestingly, this is the type ofi simple information that the clients could 

easily find for themselves, and it is hard to see that providing information 

o:fi this sort is adding value. Twenty-two percent o:fi agents use the 

Internet to search for travel-specific products for their clients. The same 

figure also use the Internet to find specialist information that is not 

available on their CRS/GDS - perhaps information on "less touristy" 
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destinations, or small accommodation houses or local tour operators. It is 

in this area that opportunities lie for agents to add value to their service. 

The "other" category included e-mail, communications with franchise or 

company head offices, receiving documents, and two respondents said 

that they had a combined CRS/Internet connection. 

The survey also asked the respondents their attitude to using the Internet, 

and how it had affected their working day. Eighty-five percent thought 

that the Internet had either "greatly improved" (53%) their ability to 

access information for clients, or that it was "somewhat useful" (32%). 

Only ten percent saw no advantage over using traditional methods such 

as manuals and hotel guides. A mere 5% thought the Internet "more 

trouble than it is worth". (Refer to Figure 10.15 below) 

Figure 10.15 How useful is the Internet compared to manual 

systems? 
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Australian travel agents are certainly on-line, but that does not mean that 

they are confident with the technology, or that they are taking the 

opportunities offered to them by the new IT. Consultants are not using 

their Internet access as a way OD supporting their expertise. This is 

evidenced by the fact that agents often admit that clients know more 

about a destination than they do because the consumer has a better 

knowledge OD the Web than they do. The vast majority OD travel agency 

web-sites are little more than an advertising poster on a new medium - a 

poster that would be almost impossible to find unless you knew what you 

were looking for. A poster web-site is in fact just another form OD 

promotion, since it does not provide customers with the opportunity to 

make a reservation. It does not give a travel agent a way to distribute 

their product that can compete against a principal's site, which may use 

the virtual storefront model, or may go even further and be a multi

functional site that fits the 3.5. 7 model (Standing and Vasudavan, 1999a, 

p. 25). Airlines and Portals have stolen a march in the on-line travel 

world, because they have the money to spend. Australian agents have 

not really embraced electronic commerce - they are hanging on the edges 

OD the new technology like frightened children. Afraid to be there, but 

more afraid not to be. As a result, Hypothesis 5 is rejected, at least for 

the moment. 
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10.2. 6 Future Concerns 

The final two questions of the questionnaire (Questions 24 and 25) gave 

respondents the opportunity to use their own words to generate areas of 

concern. The responses then were analysed using two types of content 

analysis. Conceptual analysis can be thought of as· establishing the 

existence and frequency of concepts, which are most often represented by 

words and phrases. This type of content analysis was used with Question 

24. In contrast, relational analysis goes one step further by examining 

the relationships amongst concepts in a text, or series of texts 

(Writing@CSU, 2002), as in Question 25. The responses are presented 

in a similar manner to the case studies, to allow the voices of the 

respondents to be heard. 

No less than twenty-seven topics were mentioned in response to Question 

24, and these were sorted into categories. The majority of respondents 

were very concerned about falling income, by the possible 

disintermediation of their agency by direct bookings with principals, and 

by technology such as the Internet in particular. It seems clear that 

although travel agents feel that they have not lost a lot of business either 

directly to principals or to the new on-line agencies in the past, that it is a 

looming concern for the future. The enmity seems to be particularly 

aimed toward the airlines, rather than other principals, probably since the 

bulk of agents' incomes have come from commissions on airfares in the 
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past. Competition from discount agencies such as Flight Centre was also 

seen as a major concern, especially in light ofithe entry into the domestic 

market ofithe "no frills", budget airlines. (Refer to Figure 10.16) 

Figure 10.16- Maior concerns for the next 12 months 

Direct bookings and/or e-ticketfog by airlines 

Whereas the previous question was more concerned with generating a 

ranked list ofi topics, Question 25 was intended to get respondents to 

show their feelings, with the intention that this would aid in developing 

recommendations. Here again, the responses were collated into 

categories that expressed similar opinions. The respondents' comments 

covered the entire spectrum ofipossibilities on any one topic, for example 

from "I love e-ticket!" to "E-ticket is a two-edged sword" and 

"Electronic ticketing is wonderful but terribly complicated". From "the 

Net is wonderful!" to "the Net is slow and time consuming". One agent 
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commented that "Life as a travel agent is becoming more complicated!" 

The most commonly discussed topic, however, was the provision of 

quality service to customers. Many agents felt that customers prefer 

dealing with a knowledgeable person, and that the Internet did not 

threaten their business. Again, a commonly expressed thought was that 

while agents may not have lost existing customers to principals or on-line 

agencies, there was the possibility of losing potential business in the 

future. A number of respondents saw service fees as "becoming 

essential". 

Here then, are some of the respondents' comments, left in their exact 

wording so as to enhance the richness of the text, as was done with the 

case studies: 

"CRS are more economical if Internet based, although a little 
slower. I can put up with this for the savings and no doubt 
there will be improvements in the future. Commission caps 
simply influence my choice of carrier, while those not paying 
commission gain no sales through my agency. Airlines may 
choose not to pay commission, but they have no right to expect 
agents to represent them without payment." 

(Brisbane independent leisure agency) 

"People will always feel the need to discuss their opinions face 
to face." 

(Branch office of discount agency chain, 
country Victoria) 
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"Principals' encouragement of: direct booking is good! Once 
the client has tried the principals they come back for the 
service!" 

(Perth city franchise agency) 

"Small boutique agents will always be in demand." 
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(Outer Sydney suburban independent 
agent) 

"We are in a specialist niche market and have significant 
buying power with principals. The above factors have had 
minimal impact." 

(Melbourne specialist agency, branch 
outlet of: agency chain) 

"At the end of: the day we find clients obtain info from the Net 
and book it in the office. There is still hesitation in (using) 
credit cards via the Internet, and people prefer to talk to people." 

(Branch office of: agency chain) 

"Cheaper fares attract a wider public. The cheaper the fare, the 
cheaper the client. The cheaper the client the more difficult it is 
to deal with them either because it takes longer to find what they 
want or because they are often more awkward." 

(Franchise agency, suburban 
Hobart) 
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"Our belief here is that there will be a change in the way travel 
is booked and serviced, but that unbiased, human advice will 
never be replaced by the Internet, and that our clients will be 
willing to pay for this advice and service." 

(Near-city independent agency, 
Adelaide) 

Diagonal Integration and Extreme Niching -A Case Study 

The successful travel organisation of the 21 st century will be a specialist 

in some area - travel management companies that charge businesses to 

organise and implement their travel policies; leisure specialists with staff 

who are expert on particular destinations, others who know about air 

travel, dive holidays or ski holidays. As explained by Poon (1993, pp 18-

19) and Butler et al. (1999, pp. 30-31), the boundaries between 

organisations in the tourism industry will become blurred, and it will 

become increasingly difficult to categorise them into the traditional 

industry sectors. The High Street "mom and pop" agency that dabbled in 

a bit of everything, and employed cheap junior staff to issue basic air 

tickets, will become a thing of the past. Extreme niching means being an 

expert in a specialist area, and offering your customers customised trips 

that suit their individual needs. The following reflective case study is 

written as a story, allowing the reader to experience the case through the 

words of Darrell Wade, Managing Director and founder of Intrepid 

Travel of Melbourne. Therefore all of the quotes in this case study are 
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transcripts of conversations with, or talks given by Wade. 

10.3.1 The Story of Intrepid Travel 

Intrepid started in 1989 with the aim of taking travellers to Asia in a very 

different style - small groups of travellers, away from the main centres, 

the big hotels, the tourist coaches, to a side of Asia that was very friendly 

and refreshingly personal. "We wanted to immerse our travellers into the 

local culture - so that they came away from their travels not only 

refreshed and having had a great time, but also having learnt something 

about the country they had travelled to". Transport and accommodation 

was to be reflective of the local experience, including river boats, cyclos, 

bemos, family-run guesthouses, and home-stays. In 1989 this grass-roots 

style of travelling was new, and at about half the price of other so-called 

"adventure" operators. Geoff Manchester and Darrell Wade had a 

philosophy, but only $A25,000, no travel industry experience, and not 

even any market research. The firm struggled for ten years, but by 1999 

had a turnover of $A20 million per annum and a very high profit to 

turnover ratio, as well as 120 full-time staff. 

"I mention our history because when you think about it, 
there is a great irony in me being here ( at the Traveltech 
Conference) today. The irony is because at Intrepid we 
travel in a way that is about as low tech as you can get. 
And the cornerstone of today is technology. Inherently, 
high technology." 
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The way Intrepid works with suppliers is "a people thing - not a 

technology thing." They pay cash in local currency, on the day the 

service is delivered. Despite this, technology has been absolutely 

fundamental to the development of Intrepid. 

"The real question for Intrepid is not wholesale cir retail, 
the first question is firstly what business are we in and 
secondly how best do we add value to that business ... 
the question is not which technology do you use, or even 
is technology important? The questions once again -
what business are we in and how best do we add value to 
that business?" 

In order to answer the question of what business they are in, Intrepid 

looks at the end consumer of their products - the traveller. They ask 

"why does a person travel? What are they after?" Wade says that the 

answers to these questions dictate their responses, since the very 

existence of the tourism industry is to serve travellers. That is why they 

are there, why this industry exists. 

"Let's look at the process the traveller goes through 
before they are actually travelling .... they start to define 
what it is they are after . . . we are all - agents, tour 
operators, airlines - middlemen in the travel process. 
We are not ends in ourselves, as the end has to be our 
traveller having his or her holiday in Asia - all the rest is 
just process - it's just the stuff in the middle. An airline 
might think of itself as an end of a service - just as tour 
operators do - but that isn't really right - the end result 
is having a great time on holidays. Most people don't 
get on a plane so that they can get on a plane - they get 
on a plane so that they can get somewhere else and have 
a great holiday. It is the same with us at Intrepid -
travellers don't take a trip with us because they want to 
take a trip with us - they take a trip with us because they 
want to have a great time in Asia, and they believe that 
we can help facilitate that better than anyone else. That 



same traveller will book through a travel agent - not 
because they want to - but because they have to and they 
will chose an agent who they believe will perform the 
best service for them. So let's continue to think of the 
industry as the middleman. As I said earlier, the real 
question is not wholesale or retail but what business are 
we in and how best do we add value to that business?" 
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Intrepid sees itself as a tour operator, but that they add value to the 

business by looking at the efficient delivery of the tour package to ensure 

that they give their clients a great holiday at an affordable price, using 

technology and distribution. Their attitude is that every tool has to be 

looked at and analysed to see if it adds value and efficiency to what they 

do. The firm uses IT and distribution that would enable them to be a 

retailer or wholesaler, but they feel that that is not their reason for being; 

their core business is being a tour operator. In Australia Intrepid 

wholesales its own product, and 94% of their business comes through 

retail travel agents. Specialist local wholesalers or general sales agents 

(GSA's) are used to distribute the product in European markets (1999a, p. 

6). Wade gives a particularly interesting explanation for the reasons 

behind Intrepid's decision to continue to involve retail travel agents in 

their distribution network. 

"A couple of years ago Intrepid looked at the costs and 
service of distribution and felt that we might be able to 
get better value by selling direct to clients - and so 
cutting out another role. We would save on commission, 
on reps and all sorts of other distribution costs ... surely 
this would save costs and make us more money - right? 
Well, no, wrong actually. We have just completed an 
exhaustive Activity Based Costing analysis -where every 
cost we incur was attributed to a method of distribution 



to analyse the efficiency of each link in the chain. We 
found that far from adding profitability, we were in fact 
reducing profitability the further we got into the 
distribution chain. In fact Intrepid would be most 
profitable if we were to remain purely a tour operator 
and not attempt to either wholesale or retail ourselves. I 
can tell you that when all costs are considered and 
allocated including comm1ss10n, brochures, 
advertising, marketing, wages, communication and so 
forth - we make by far the greatest margin from doing 
what we do - being a tour operator. Indeed we make a 
greater margin out of selling a client through an overseas 
wholesaler than we do through an Australian agent - this 
is despite having to offer international wholesale 
commission levels which are often well in excess of 
20%. Further to that, for our Australian bookings we 
make more money out of taking a client who has booked 
through a preferred travel agent, than we do from a non
preferred agent. And this is despite the fact that we need 
to pay a preferred travel agent a higher level of 
commission and support. And I can tell you - and this 
staggers many people I talk to - it is more profitable for 
Intrepid to take a booking from any travel agent in 
Australia than it is to take a booking directly at zero 
commission level." 
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Asked about how this is possible, Wade explained that there can in fact 

be efficiencies and cost savings to using intermediaries (1999b). 

Intrepid's Melbourne head office has just one staff member who 

processes all of their international sales - nearly 60% of their business -

and she does this before lunch each day. On the other hand, there are 

eight staff members taking bookings from their Australian agent-based 

business, which accounts for about 30% ofi total business. The direct-to

public retail area has four staf:fimembers, but processes approximately 6% 

of sales. The European GSA's spend their own time and money to attract 

clients in their own tourist generating area markets, and in Australia 

travel agents attract clients in a cost-effective way compared to Intrepid 
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doing the work themselves. By the principal taking over the distribution 

function, it does not disappear, it is merely vertically integrated, and 

Intrepid's analysis proved that they could not perform this function as 

well as specialists could - financially or otherwise. Direct advertising is 

infinitely more expensive than paying commission, and smart operators 

will survive by eliminating themselves from areas where they add little 

value, and enhance those in which they do add real value (Carroll, 1999b 

p. 9). 

"Wholesalers are good at wholesaling because that is 
what they do. They distribute and create demand for our 
product to travel agents efficiently. Travel agents are 
better retailers than Intrepid. It is what they do. They 
distribute and create demand for our product to travellers 
and they do it efficiently. Both wholesalers and retailers 
add more value than we can add ourselves." 

However, the introduction ofi the new information technology has the 

ability to make Intrepid's model redundant. The World Wide Web and 

the Internet have this capacity because they can easily facilitate 

disintermediation. The traveller, no matter where he is, is empowered. 

"Where is the tour operator? Where is the wholesaler? 
Where is the travel agent? Is this a threat? You bet. Is 
this the end ofibusiness as we know it? I doubt it." 

In theory, Intrepid could put up a website and take the bookings directly, 

although they have already found out that those theoretically cheap, direct 

bookings were likely to actually be more expensive. The reason for this 
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is that Intrepid is not a specialist retailer, and that even with a very 

efficient web booking system, the real cost of getting a booking is not in 

making the booking for the traveller, it is attracting the traveller enough 

to make the booking. 

"Putting up a web site is like putting your phone number 
in a telephone book - only a much bigger one. It means 
that people can find you if they want to - but they have 
to want to first. You don't just open a phone book and 
ring Intrepid. So is Intrepid ignoring the web? On the 
contrary we are going through a complete re-engineering 
process so that everything we do will be or can be done 
over the web. But this is everything we do as a tour 
operator - because that is what we do - and the web is a 
tool of huge value to us. Why? Because we want to 
disintermediate ourselves - not agents or wholesalers -
out of the distribution chain." 

Intrepid's integration of the Internet into their system is a perfect example 

of the "Grande e-business" approach posited by Butler et al. (l 999, pp. 

33-34), that involves a fundamental change in the nature of the whole 

business, or virtual integration. Tour group leaders dial in to the office 

from cybercafes in Asia, request authority for the cash they need, post 

their trip accounts directly into the database, receive trip instructions, 

leader notes, costings schedules and trip manifests for their next trip, all 

direct with no input from people in the office. Meanwhile, travellers will 

post detailed trip feedbacks into different databases so that the firm can 

analyse its performance and future operational needs. Accountants and 

data processing clerks are now freed up to add intellectual value to the 

trips that a database never can. Justine, the staff-member taking the 
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international bookings will have a different job altogether (Rhodes, 2001, 

p. 5), as most of the GSA's will make their own bookings online, directly 

into Intrepid's computer. 

"And they will do so willingly because they keep control 
of the process, just as a travel agent books and airline 
ticket through Sabre rather than ringing up the airlines as 
we used to do." 

Intrepid management acknowledge that travel agents in Australia deliver 

clients to them far more cheaply than they could attract the same 

customers directly, and intend to support the role of agents into the future, 

albeit in a different manner than in the past. Wade hopes that the 

agencies of the future will use Intrepid's databases and be content to 

attract and book clients via their own web pages. This is typical of the 

"blurred organisational boundaries" envisaged by Poon (1993), and an 

example of the shared information outlined by Cook (1999). Tightly co

ordinated supply chain relationships such as those with GSA's and 

preferred travel agents, and the focus or specialisation of a virtual 

company explain the "Grande e-business" model perfectly. As a tour 

operator, Intrepid is re-engineering itself for the web, so that they have an 

effciency of supply side operation and efficient demand distribution. 

They will continue to supply to the web based agencies of the future, but 

it does not mean that they will sell direct to the public over the web. The 

Intrepid homepage is seen as an electronic brochure to be used by the 

web-savvy industry in a similar way to how the industry has used a 

printed brochure in the past. 
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Darrell Wades' final comments to the Traveltech Conference in Sydney 

in September 1999 are almost prophetic: 

"The future is happening right now. The web changes 
everything and it changes nothing. There will still be 
tour operators and wholesalers and retailers. But the 
way in which each oil these functions is performed will 
be changed forever. Watch out those that ignore the 
future - for they are tomorrow's dinosaurs." 

10.4 Summary Conclusion 

The sum total oil the various types oil research undertaken - the literature 

review, the survey, and the case studies - does indeed highlight that there 

are significant changes occurring in the tourism distribution system. The 

place oil travel agents as an intermediary is changing rapidly as principals 

increasingly encourage direct reservations by travellers. New types oil 

intermediaries, particularly those utilising the new information 

technologies, including the Internet, are appearing. Disintermediation is 

feared by Australian travel agents, as they have seen the results oil 

commission capping, and direct and Internet bookings in other parts oil 

the world, and are not taking up the new opportunities themselves. There 

is however an answer; it is called reintermediation, and it means that there 

is still a future for the individuals and organisations that are currently 

known as "travel agents". This new and exciting future, and how to 

achieve it, is outlined in Chapter 11. 
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11. A NEW FUTURE: THE REINTERMEDIATION OF 

TRAVEL AGENTS INTO THE TOURISM DISTRIBUTION 

SYSTEM 

JI.I Introduction; "0 Brave New World that has such,people in it"* 

A sixteenth century historian wrote ofi Gutenberg's printing press, "Each 

man became eager for knowledge, not without feeling a sense ofi 

amazement at his former blindness" (Shapiro, in Kaplan, 1999). There 

are parallels in the rapid growth ofi information technology over the last 

ten years. Gleick ( cited in Sullivan, 1999) says ofimodem life: 

"The complications beget choice; the choices inspire 
technology; the technologies create complications." 

It has also been suggested that a world has been created where instant 

answers are demanded as a natural right (Rosenfield, 2000, p. 22), and 

where individual wants and desires are seen as becoming pre-eminent, 

since: 

"in the world ofi e-commerce, the distinctly personal 
preferences ofi the no-longer-humble consumer will be 
central to how it all works and more powerful than ever 
before" 

(Hewitt, 1996, p. S6) 

• Shakespeare, W. The Tempest, Act V, Scene I, Line 204. 
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It has also been claimed that mastering the use of these new technologies 

can give individuals a feeling that they are more in control of their lives, 

in a changing world, rendering service intermediaries irrelevant. In the 

postindustrial world, knowledge is very important (James, 1997, p. 71). 

In the development of primary and secondary industries, knowledge was 

used to control and adapt the natural world - in the post-industrial 

context, the emphasis is on applying knowledge to transactions -

influencing the way people agree about value, and using added value as a 

way of differentiating products and services. This penultimate chapter 

will look at how this process can be achieved, and will make 

recommendations to travel agents as to how they can achieve a viable 

new place in the changing tourism distribution system. 

11.2 What is Reintermediation? 

Whilst many principals are aiming to disintermediate the travel agency 

sector as a cost saving measure, a logical evolution of disintermediation is 

in fact re-intermediation, which points to the shifting or transfer of value 

to another part of the distribution system, rather than the complete 

elimination of it (Mougayar (1997, p. 46). According to Palmer and 

McCole (1999p, p. 35): 



"Re-intermediation is ... the process by which virtual 
intermediaries on the Internet are positioning themselves 
and designing specific business-driven strategies 
towards specialised niches, and providing the means 
through which bookings can be made on-line at reducing 
costs and with real time reciprocation of information ... 
Re-intermediation will ensue if traditional intermediaries 
reposition themselves and focus on business-driven 
strategies, such as cost advantage strategy, product 
leadership strategies and customer focus strategies, as 
opposed to technology driven strategies." 
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If travel agencies are to avoid the process of disintermediation, or re

intermediate themselves if it has already occurred, then how is this to be 

done? 

An important part of accepting the new business paradigm is 

understanding that the type of business that the organisation had 

previously relied on may need to change. Standing and Vasudavan 

(1999a, p. 28) have highlighted the fact that the majority of Internet 

commerce strategies used by Australian travel agencies are simple 

process improvements, rather than being transformational. Alba et al. 

(1997 in Legoherel et al. 2000, pp. 49-50) also found that brochure -style 

information dominates business communication on the World Wide Web, 

explaining the difficulties that firms have in selling their products and 

services on the Internet. It is also clear from this study that travel 

agencies are currently not embracing all of the opportunities that the 

available information technology allows. The Global Distribution 

Systems have in the past been a closed, dedicated, linear distribution 

chain of terminals used almost solely by travel agents. This gave agents 
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almost exclusive access to travel and tourism information, and put them 

in a situation where they were required to translate that information into 

useful knowledge for consumers. The GDS's have however, been 

reduced by new hardware and software to just one component of a much 

larger system of networked information by the inclusion of Internet 

access. 

"These emerging distribution channels facilitate the multi
dimensional flow of information and transactions - with any 
intermediary in the channel able to distribute travel 
information and complete a transaction directly with 
customers" 

(Palmer and McCole, 1999, p. 35) 

Computer-Mediated-Communication modifies the balance of power 

between people involved in a communication event, thus affecting their 

decision-making by giving less credit to individuals who are supposed to 

have more knowledge (Legoherel et al. 2000, p. 54). In a buyer-seller 

relationship, if the seller wants to maintain the appearance of expert 

status, they need to offer something more than can be easily researched 

and booked directly by the consumer. The benefits to travellers of using 

an intermediary can still apply in the new business world, but travel 

agents will need to change their ways of operating so as to offer 

consumers a wider range of value-added services, if they are to be 

competitive. A more ambitious strategy which introduces real dialogue 

with consumers is needed (Legoherel et al. 2000, p. 51 ). Examples of 

such strategies could include (Palmer and McCole, 1999, p. 39; Buhalis, 

1998, p. 414; Poon, 1993, p.10; Jones, C., 1998, p. 7): 
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• Extreme niching either in a particular market, or specialising in 

a particular product 

• Needs assessment, and advice in product matching 

• Collation and filtering of relevant travel information 

• Expert assistance in the search for and evaluation of 

specialised products 

• Risk reduction strategies 

• Trip planning and itinerary creation 

• Product distribution and delivery, especially in terms of time 

and location value and convenience by offering: 

► Office location/s with staff contactable in person, or by 

telephone, facsimile or e-mail 

► 24/7 Web-site with booking engine, or at least e-mail 

• Obtaining better prices for the total trip cost, although the 

Internet may provide savings on some individual products 

• Providing a "high touch" human interface that allows for: 

► Personalisation and customisation 

► The emotional side of decisions to be acknowledged 

• Offering balance and integration of conflicting interests 

between customers and producers 

• Offering a range of competing brands 

The detailed methods of providing such services will be discussed below. 
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11.3 The Travel Service Provider o[the 2P1 Century 

The successful travel service provider of the 21 st century will be a 

specialist in some area - travel management companies that charge 

businesses to plan, implement, and manage their travel policies; leisure 

specialists with staff who are experts on particular destinations, others 

who have specialist knowledge about dive holidays, ski holidays or 

religious pilgrimages. In fact, the business may not even be called a 

"travel agency". Extreme niching means offering clients customised trips 

that suit their individual needs. Choice is an important aspect of re

intermediation, and travel and tourism businesses must understand the 

importance of how they must change to meet this new marketplace. 

Examples of some of the types of specialisations possible are discussed 

below. 

11.3.1 Limited Choice Sets 

Virtual intermediaries for example, may concentrate on designing choice 

sets for those customers who are happy to have a quite limited choice of 

products in return for reliable brand names and a cheap price. 

Commodity airfares and "last minute" accommodation bookings are 

examples of this type of product. Given the low price, low margin nature 

of the products, only those intermediaries who have very low costs 

themselves will be able to profitably on-sell them. Using digital 
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distribution here makes perfect sense. According to Palmer and McCole 

(1999), some airlines are actually increasing travel agents' commission 

on complex travel arrangements (Eg. mileage fares) in return for the 

principals gaining the quick, easy and repetitive point to point ticket 

business, which is increasingly being handled by technology. Full service 

travel agencies must learn to stop seeing the movement o:fi this type o:fi 

business to the Internet as "lost sales". It was really only ever "their" 

business until these customers found an appropriate alternative, and that 

alternative has now arrived. The emergence o:fi low-cost virtual 

intermediary brands (such as Orbitz, Hotwire, Travelocity) and airlines' 

direct web-sites provide these customers with enhanced value in terms o:fi 

saving money and time, and motivates the switch to on-line transactions 

(Palmer and McCole, 1999, p. 39; Eastman, n.d.). This model will suit 

several very different consumer types. One is the budget traveller 

looking for the lowest price, who will either go directly to the web-site o:fi 

a known "no frills" carrier such as easyJet, or search a virtual 

intermediary site. For this consumer, the price saving is the most 

important factor, although the convenience o:fi being able to book from 

home or work may also be a consideration. They do not want assistance, 

rather they prefer the independence o:fi searching for their own 

information. The second customer is the regular traveller, either an 

individual business-person who handles their own reservations or 

someone who often travels to visit family and friends. These people are 

more likely to belong to airline, hotel and car rental loyalty schemes. 

They know what they want, having done it numerous times before, so 
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using the web-site of the supplier directly is easy and convenient. The 

third type of customer is the corporation that buys directly from the 

principal at volume purchase prices, using controlled booking 

environments to ensure their commitments (Eastman, n.d.). 

11.3.2 Extreme niching and High Touch Service 

As discussed in Chapter 4, travel is perceived as a high risk purchase by 

many people, who may need the reassurance of dealing with another 

person when researching and booking their trips. "High touch" human 

involvement will continue to be required for complex travel purchases 

given the difficulties of using on-line booking systems, and the 

overwhelming amounts of information available. In addition, many 

customer segments seek convenience and would be willing to pay 

intermediaries to conduct much of their early information searches, thus 

reducing the individual's overall search costs. As Wardell (1998, p. 54) 

points out, it is unrealistic to expect that all customers will be prepared to 

sustain the full cost - measured in time, commitment, risk and cash 

expense - of the on-line travel transaction. The preference of consumers 

for personal information gathering for intangible products suggests that 

persuasive communication strategies should stress the experiential rather 

than technical or objective dimensions of the service offering (Mowen, 

1995, p. 205), and people are required to do this. 
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It should be emphasised once more that customers will not pay for 

someone else to do things that they could easily do themselves. This 

means that every travel service provider needs to offer some sort of 

specialist skill or expertise that will differentiate them from their 

competitors, whether they be High Street agencies, on-line agencies, 

niche packagers or principals, locally based or on the other side of the 

world. The result of this is that many principals will soon come to realise 

that they are not skilled enough to operate as both supplier and retailer, 

and will prefer to focus on their core competencies, just as Intrepid 

prefers to be a tour operator. There is evidence of an increasing number 

of trade-only web-sites where principals have decided to step back from 

their earlier anti-agent stance, and provide assistance and information 

(Eg. www.industry.qantasholidays.com.au) to those who choose to 

specialise in travel retailing. Peter Bailey, chairman of the Council of 

Australian Tour Operators agrees, saying that "when larger operations 

reach a certain size it becomes cheaper to deal with agents and more 

expensive to work directly with clients (Carroll, 2002b, p. 8). 

Consumers make their purchase decisions based on what they perceive as 

being of value to them personally. The traditional boundaries between 

the industry sectors are now becoming blurred, and consumers are 

beginning to see only travel service providers. The term travel service 

provider also removes many of the old stereotypes that applied (Refer to 

Chapter 6). Whereas tourism firms of the past were categorised by their 

http://www.industry.qantasholidays.com.au
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place in the distribution channel, consumers now look for who can best 

service their needs, irrespective of this. 

In order to be a specialist it is not good enough to simply segment the 

market - firms need to think about offering mass customisation within the 

boundaries of an "extreme niche". Mass customisation means using 

diagonal integration, and as Kelley (1999) recommends, the travel agent 

has: 

"years of experience, it will be harder for the techies to 
catch up with your level of experience (and) service than 
it will be for you to learn how to use the new 
technology." 

According to Palmer and McCole (1999, p. 39), re-intermediation is 

about harnessing the elements of market offerings and crafting a 

customised consumption experience out of them, thus enabling the final 

consumer to become a protagonist in the customisation of his world. The 

consumer wants their travel service provider to know them extremely 

well, to give them expert knowledge about products, to customise those 

products and to deliver them with service excellence and then repeat it all, 

without having to ask. Successful electronic marketing should support 

this type of behaviour; an erroneous commitment to disintermediation on 

the part of principals is insufficient justification for failing to meet 

customer expectations. It is particularly important that first-time 

information seekers have encounters, both with technology and with 



296 

people, which are informative and satisfactory. Agencies need to become 

more flexible, and to have staff who are experts in personal selling 

(Levere, 1997; Sheldon, 1997, p. 67). This flexibility can be aided by 

diagonal integration, where their agency shelf-space exists in cyberspace 

(Poon, 1993; Palmer and McCole, 1999, p. 36) using a choiceboard rather 

than a brochure rack, as discussed by Darrell Wade in the Intrepid Travel 

case study. Werthner and Klein (1999, p. 156) further comment that "IT 

enabled informatization" can add value to customers by providing richer 

descriptions of tourism offerings to enable travellers to make more 

informed choices. In an example of this, the Australian agency chain 

Harvey World Travel (HWT) announced in November 2001 a strategy 

that involves the introduction of an Internet-based agency training 

program, an on-line cruise database and an in-house wholesale operation. 

The out-going HWT Managing Director, Paul Fleming commented: 

"With the Internet's stronger presence in the market, retailers 
need to ensure their presentation has the edge over 
competitors . . . they need to offer an experience which is 
better than the one consumers get on the Internet, and they 
need to ensure staff are trained well enough so that they can 
provide a credible service." 

(Fleming in Rhodes, 2001, p. 4) 
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Similarly, Bob Sparks ofiagency group Travelworld feels that: 

"there's been a general move back to agents as a source ofi 
information, so we must be in a position to provide our 
customers with real-time product information." 

(Spark in Carroll, 2002b, p. 9) 

Eastman (n.d.) suggests that niche packagers will evolve to buy in volume 

from airline, hotel and/or car vendors alike and re-manufacture these 

products into market specific whole products, using GDS 's that will have 

transformed from selling just airline seats to offering expanded land 

content inventory, and packages that remain dependent on the human 

value-added service ofi travel agents, as discussed in the following 

section. 

11.3.3 Combinations o(Technology and Human Service 

Between these two extremes will exist businesses that provide various 

combinations ofi technological advantages and personal service. 

Customers might, for instance, conduct preliminary 'shopping' 

expeditions online and deliver a service outline to their chosen travel 

service provider for fulfilment. Full service intermediaries should also 

consider offering a technological version ofi their information sifting 

service, since travellers may have different needs at different times - a 

cheap Virgin Blue airfare today, then a complex, pre-planned European 

vacation for next year, for example. At all times the organisation should 

ensure that the customer is still an active link in the value creation 

process. Palmer and McCole (1999, p. 39) suggest that this is a 



298 

fundamental shift in the role of marketing: from manipulation of the 

consumer to genuine customer involvement, from "telling and selling" to 

"experiencing and sharing knowledge and emotions" through specific 

channels. 

11.3.4 The Corporate Travel Sector 

A growing number of firms are aiming to have more control of their 

employees' business travel expenses, through long-term pricing 

arrangements with principals, intermediaries, or both. Such needs can be 

met profitably by a travel agent willing to take the step of embracing the 

new business paradigm. Caruso Traveland is an outstanding example of 

an agency that has successfully re-engineered their attitude to business in 

the corporate travel market, but the improved web-inclusive GDS 

products now on offer mean that any travel agency can easily use IT to 

their advantage if they choose to (Carroll, 2001f, p. 22). 

Chiles (1999, p. 10) suggests that many corporate travel agents in the 

United States have now learned to place a realistic value on the services 

they provide and have made efforts to expand those services by adding to 

the knowledge and expertise they have to sell, making themselves 

virtually indispensable to their clients. The growing complexity of 

managing corporate travel data and ensuring compliance with corporate 

travel policies has created the need for travel organisations that are much 
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more than just "travel agencies". Often calling themselves travel 

management companies, these specialist businesses not only design and 

implement corporate travel policies, they also act as information brokers 

who can compile and analyse the data that helps their clients manage their 

travel and entertainment expenditure. Eastman (n.d.) suggests that larger 

travel management firms will in fact take on the wholesaling OD product, 

by taking the risk and pre-purchasing against the consolidated 

commitments OD their clients. Such firms have differentiated themselves; 

they are no longer agents who rely on commission from principals, they 

provide fee-based professional advice and services in a similar manner to 

that OD other professionals. The area OD business travel management 

raises many interesting topics that should be considered for further 

research. 

11.4 The New Travel Professional 

In Chapter 9 it was suggested that in their efforts to disintermediate travel 

agencies, principals may have inadvertently aided the agents' cause; 

hastening the demise OD the "mom and pop shop", but strengthening the 

growth of the travel professional (Chiles, 1999, pp. 10-11; Bush, 2000; 

Carroll, 2001d, p. 4). Harvey World Travel's (HWT) Managing Director 

Barry Mayo is quoted by Carroll (2002b, p. 8) as suggesting that in 

addition to this, the costs OD developing a strong brand are so high that 
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small, independent agencies will find it impossible to compete with big 

chains. 

Indeed, today's travellers will not suffer the less competent agent gladly 

(The industry must be limited ... , 1999, pl2.). The "New Tourist" exists, 

and is a highly educated, computer literate and sophisticated consumer 

who wants his individual needs and wants addressed. Ultimately, it is the 

travelling public who will decide what the travel and tourism distribution 

system looks like (Carroll, 2001 b, p. 4). It is paramount that the new 

travel professional understands that this client will not pay service fees 

for something that they can do themselves - there needs to be added 

value, or they will not make the purchase. 

Adapting to the new business paradigm also emphasises the move for 

leisure travel agents to stop seeing themselves as selling agents OD 

principals and to understand their role as being providers OD travel 

expertise instead. They therefore need to convince consumers that 

paying an agent to filter the information relating to travel options, 

and making their reservations, will be worthwhile. It is imperative 

that agency staffi are highly trained and professional in their product 

knowledge, their selling skills, and their knowledge OD information 

sources. Interestingly enough, the vast majority OD Internet travel 

infomediary sites are based on GDN's (Palmer and McCole, 1999, p. 



44), for example Travelocity is based on Sabre, and a trained travel 

consultant is still the most effective and efficient alternative to access 

these resources. Indeed, the GDS companies have begun to offer 

self-paced training systems for agency staff to improve their skills. 

Abacus ASSET (Agents Self-Paced SystEm Training) is an example 

(Carroll, 200le, p. 20). 

In addition, staff should be encouraged to have their professional 

qualifications printed on their business cards, and their diplomas and 

degrees hanging on the walls of their offices. Businesses should 

promote their membership of industry bodies such as AFT A and the 

International Cruise Council of Australasia in order to further 

enhance their credibility with the public. These organisations in tum 

should seek to increase their publicity so that their public profiles are 

on par with other industry representative organisations, such as the 

Certified Practicing Accountants. 

11.4.1 Convenience: 24/7 Service 

"What gives the agency community the right to exist in this 
ecosystem? It's not the things that used to be important. One 
thing . . . that used to be important was convenience, but the 
Internet is 24 hours a day, 365 days a year ... so a lot of the 
things that were important in terms of retailing products are out 
the door." 

(Joselyn, in Carroll, 2001c, p. 13) 
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Borbely et al., (1998, p. 40) argue that the World Wide Web coupled with 

business process re-engineering has the potential to radically change the 

nature of travel agents' business by providing on-line booking at the 

consumers' convenience, 24 hours per day, 7 days per week. In addition, 

Wethner and Klein (1999, p 156) suggest that agents could take 

advantage of timelier information about changing weather conditions, for 

example, to enable their customers to respond to changing conditions and 

to use last-minute offers. Rather than seeing the Internet as a threat, 

travel agents should embrace the technology, and become a part of the 

on-line world. 

Convenience continually rates as one of the major reasons that people 

search for product information on-line (Eg. Chu, 2001; Coles et al., 2000; 

A.C. Nielsen, 2000b ), and so it makes sense for agents to be able to 

provide a cyberspace version of the convenience that they continue to 

provide in a geographical sense. As mentioned previously, depending on 

their needs and wants consumers will choose the level of service and 

human interaction that they require. The literature review showed that 

the type of person with a high propensity to travel is also likely to be an 

Internet user. These are well off, busy people, often in managerial 

positions, who are technology optimists. (Refer to Chapter 7) As Kelley 

(1999) comments: 



"they have money and they have complicated lives. They do 
not have time. Take advantage of that time poverty! They are 
willing to pay for the convenience, but you have to be the best 
professional in every way." 
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Time-starved consumers could search an agent's web-site at their leisure 

in order to find out initial information, and then depending on the type of 

travel, could choose to book on-line there and then, or to submit a request 

for a detailed consultancy session. In this way, the immediacy of the 

Internet means that the customer's needs have been met, but the business 

has not been lost to the principal, giving the agent the opportunity to add 

further value. 

11.4.2 Beyond Relationship Marketing to Mass Customisation and 

Versioning 

"Understanding customer needs is even more important 
today than in the past. Competition is so intense that 
understanding and analysing data has to be one of the 
most important facets of your business 
today ... Understanding the lifetime value of customers is 
not a new term to most, but understanding the future value 
of customers is." 

(Groman quoted by Hoke, 1998) 

Travel agents should learn to think of their customers more as clients, 

perhaps even as partners in the process of providing travel and tourism 

expertise. Most travel retailers spend less than 5% of their marketing 

funds on their only real asset - their existing customers - according to 

Stalbaum (1998 in Goldsmith and Litvin, 1999). In other words, many 

travel agents spend a large proportion of their marketing efforts on 

promoting suppliers' products, rather than their own (Carroll, 2001b, p. 
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4), further adding to their lack of differentiation. Travelworld chief Bob 

Sparks commented that: 

"We can't sit around and be look-alikes anymore. Our 
advertising must have a real focus and pull, and we must 
work together to give people a reason to spend dollars in 
the travel sector." 

(in Carroll, 2002b, p. 8) 

Travel service providers must develop their own umque 

positioning, and the industry as a whole needs to recognise the 

power of retailers to drive business in strategic directions: 

"rather than hanging on the coat tails of suppliers and doing 
what we 're told to do in marketing and selling products. 
Future success is dependent on the ability of retail groups to 
reduce their reliance on traditional revenue streams" 

(Sparks in Carroll, 2002b, p8) 

The National Association of Travel Agents of Singapore (de Alwis, 1998) 

has also stated that some of the areas lacking in travel agent marketing are 

after-sales service and development of customer loyalty. Whilst airlines 

(and to some extent other tourism industry sectors) clearly recognise 

heavy users of their products, as evidenced by the success of frequent 

flier programs, the travel agency sector seems to have not taken up the 

opportunities that this segment of purchasers offer. Airline reward 

programs, for example, are geared towards the 4% of airline travellers 

that account for 70% of airline trips (Kotler et al., in Goldsmith and 

Litvin, 1999). Sophisticated database software (such as that used by 
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Amazon.com) is available to track visitors to web-sites, and can be used 

to build specialist profiles of customers, and therefore provide 

individualised, appropriate products for them. As Cook (1999) explains: 

"The technology enables you to not only learn more about 
what your customer wants, but how much margin and 
value (which can be different) the customer brings to your 
business. Different customers will bring different values 
and you need to structure your business accordingly. This 
type of approach has been around for eons and was called 
segmentation, but today the technology enables you to 
specifically track an individual customer performance 
instead of a group of so called homogeneous customers, 
which are no more homogeneous than you and I." 

Agencies need to find out which specif.c customers will give them the 

most margin over their life-time involvement with the firm. These 

customers are not always the most obvious ones, but with the new IT 

available, it becomes easier to find out who they are. A practical example 

of such a strategy would be to overcome the problems of declining airfare 

commission levels by concentrating on selling more of those particular 

products that clients would be prepared to book through a travel agent. 

The high propensity traveller mentioned in the previous section is also 

likely to fit the profile of the "New Tourist" who wants to be an involved 

participant in his travels, and demands quality and value for money. 

Despite the fact that these travellers are likely to be less loyal, to compare 

products in more detail, and to want more and better information 

(Werthner and Klein, 1999, p. 40), they do present possibilities for agents 

http://Amazon.com
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to continue to retain their business. Since "New Tourists" want to feel 

that they are in control of their decision-making, travel 'Service providers 

should ensure that the customer is still an active link in the value creation 

process. New products and new ways of bundling them will be required 

to meet the needs of these consumers. As Butler et al., (1999, pp. 97-98) 

have commented, the new business world that diminishes the importance 

of the physical and enhances the value of filtered, contextualised 

information opens up opportunities for merchants of a different kind. 

Those businesses that are prepared to use diagonal integration can move 

forward towards the "New Tourism". The Internet provides true one-to

one marketing opportunities, and real-time database capabilities, but it 

will never replace personal relationships and the service capabilities that 

only living, breathing humans can provide (Buckman, n.d.). The 

technology should, instead, provide the seller with the ability to focus on 

serving the customer, instead of remembering cryptic codes, the 

combination of high tech and high touch allowing a renewed emphasis on 

personalisation (Blackney, n.d.). 

"A new tourism is already emerging - a tourism that is flexible, 
sustainable and individual-oriented. In addition, new industry 
practices for best productivity and most profitability will 
consist of customisation, market segmentation, TQM, 
employee empowerment, zero defection, yield management, 
diagonal integration, strategic alliances and information 
partnerships." 

(Poon, 1993,p. 18) 
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11.4.3 Charging a Service Fee 

Travel agencies need to prove their expert status to the buying public, and 

therefore their right to charge fees for service, by presenting a more 

professional face, and adding value. Consumers will not pay for things 

that they believe that they can do for themselves - the agent must provide 

expertise and knowledge, not just information as they appear to in many 

current situations. The survey conducted showed that almost halfi ofi 

agents use the Internet for finding out this basic type ofi information. 

(Refer to Figure 10.13) Agents must above all avoid the situation where 

it is obvious that the client knows more about a particular destination or 

product than they do. This can be achieved by agency staffi learning how 

to obtain the most from their GDN and Internet, as well as attending 

regular product training courses and experiencing products first hand. 

Cook comments that although agent familiarisations are often criticised 

by principals as expensive and unnecessary, principals should in fact 

invest significantly more in getting agents to personally try their services. 

The customer wants to know what the destination or product is really like, 

and most want to hear it first hand. Even ifi the consumer is booking 

electronically, an agent who has a testimonial on their site improves their 

chances ofi securing the business over someone who is just placing an 

advertisement on their poster-style web site (Cook, 1999). Personal 

knowledge can be turned into an important value-added product for 

agents to on-sell, in return for the service fee. 
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Some o:fi the Australian agents surveyed commented that their clients 

already expected they would be charged fees for things like amendments 

and cancellations. Many other service professionals such as accountants 

or engineers charge hourly fees, which the public readily accepts. 

Architects charge for their creativity. It seems entirely reasonable that a 

travel consultant should charge for the time, expertise and creativity put 

into researching and designing a customised itinerary. Similarly, many 

businesses are happy to pay a professional management fee to a corporate 

agency for their services. The lack o:fi commitment to fees for service 

seems to come from the agency community itself~ not from consumers, 

although this is an area that requires further research. 

11.5 Travel Service Suppliers are Independent 

I:fi agents no longer receive their income from principals, they can 

emphasise this independence and lack o:fibias as a competitive advantage 

in the marketplace. Many travel management companies already use this 

strategy, but some firms that deal with vacationers could also consider 

taking this tack. In most cases this would not involve any real change in 

the way the business is run, but rather in how the organisation presents 

itsel:fi to the public, and should be introduced in concert with the 

implementation o:fi a fee for service policy. Businesses that choose this 
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strategy are likely to be popular with those market segments that want to 

feel in control ofitheir purchase decisions, as discussed in Chapter 5. 

11.6 Partnerships with principals and other agencies 

The travel and tourism industry has always used parallel distribution 

channels (Cook, 1999; McNulty, 1999a, p. 5). Airlines have done, 

and will continue to, structure their seat prices according to the 

distribution channel. Sometimes it may appear that such decisions 

are in conflict, but this need not be the case. For those organisations 

without an extremely powerful brand, partnering or developing a 

network community using technology could be an alternative web 

presence strategy. Most travel agencies in Australia are small 

businesses (ABS, 1998, p. 3). A common reason given for not 

having an Internet presence by many independent agents in the 

survey was the cost involved. Wardell (1998, p. 50) comments that 

it is difficult to see how small competitors can profit materially from 

simply being on the Internet, when the sheer volume relegates 

everyone to equivalent obscurity. Realistically, small businesses 

will not be able to invest the huge amounts in an Internet presence 

that major airlines or a GOS-supported agency like Travelocity can. 

There are strategies however, that small players can use to greatly 

enhance their distribution using the Internet. Developing an 



electronic community with a supplier, or even with a service 

provider of a completely different type, may be the answer to the 

needs of small businesses. Cook (1999) describes it as "having a bet 

each way", or a combination strategy of distribution. Agencies and 

principals or wholesalers can work together to provide a web 

presence that gives synergistic benefits. The supplier should be 

looking for additional services that can make the intermediary more 

efficient, more profitable, more flexible, and of more value to its 

own customers. Such partnerships involve a blurring of the 

traditional boundaries between firms, and no doubt many 

businesspeople fear making their "secrets" available to their partners. 

However, Butler et al. (1999, p. 47) assert that it is almost 

impossible to find success in the virtual world by being self

sufficient; co-dependence often occurs in successful e-business. 

Co-dependency could take the form of a principal sharing an 

Extranet with their agents so that information could be pooled to 

ensure that the knowledge of the customer (for both partners) is 

second to none. The Extranet is in effect a means by which data 

gathered at the agency site and data gathered from the principal's 

own web site could be communicated and shared to maximum 

benefit. The idea is that the feedback gained from customers, 

however they purchase, should help everyone in the channel develop 

a product that is very tailored and specific in the future. As the 
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product is developed in partnership with certain agents, only this 

particular supplier and this particular agent will be able to help the 

customer in that certain way, providing a competitive advantage that 

grows more sustainable over time. In fact, Andrew Yell, General 

Manager ofiwholesaler Venture Holidays, suggests that large players 

would actually prefer the cost benefits o:fi servicing fewer retail 

agencies. 

"We're happy to pay ifi they deliver, and fewer channels 
means more streamlined distribution. . . . There will be even 
more importance placed on preferred relationships, and 
preferred agreements will mean more for both sides." 

(Carroll, 2002b, p. 9) 
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The more reservations the client makes, the more closely tailored the 

service can be. This is doing something that is not easily done in the 

physical world. Partners should however, be aware o:fi customer concerns 

about privacy when such information is shared. 

11.6.1 Web Hosts 

One type o:fi virtual community that has grown quickly since the 

development o:fi the Internet is the web-host. In a lot o:fi cases, smaller 

principals can't afford the cost o:fi arranging preferred deals with the big 

agency chains, forcing them to do more business direct with the public 

(Carroll, 2002b, p. 9). A web host allows small tourism organisations to 

join with a number o:fi other similar organisations and be represented in 
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the cyber-world, as they would be in the physical world, by a GSA. The 

following two short case studies look at web-hosts. 

travel. world. net 

travel.world.net (sic) is an example of the "blurring of the boundaries" 

between organisations that diagonal integration brings about. In the past, 

major wholesalers have had a stranglehold on the distribution of many 

tourism products, as they have been able to afford the multi-million dollar 

investments in reservations systems and links to the CRS. Qantas 

Holidays, for example, recorded significant growth and reduced 

distribution costs after the introduction of the Calypso reservations 

system and provided on-line bookings to Galileo, Sabre, Amadeus and 

Abacus agencies through their "Direct Access" link (Marshman, 1999e). 

Smaller competitors have found it hard to compete. travel.world.net is an 

Australian-based Internet systems integration company that allows 

suppliers to cost-effectively make their product available, through GDS 

or the Internet, to travel agents who will be able to make and confirm 

bookings on-line. The products range from farm stays to tour packages, 

car rental to bed and breakfast accommodation and event tickets, from a 

range of suppliers in Australia and overseas. The product range includes 

up to 80 percent of the world's accommodation and tourism products that 

are not offered on other electronic distribution systems (Smedley, 2001b, 

p. 20). 

http://travel.world.net
http://travel.world.net
http://travel.world.net
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The system operates as a dynamic database that allows vendors full 

control over their own product, whilst providing real time confirmation 

and booking history. travel.world.net act as web hosts; they are 

independent in the sense that they have no travel product on offer. 

Vendors can load and maintain their own product without the risk o:fl third 

parties gaining access to sensitive information. This is accomplished 

using a remote web-authoring tool, which allows the vendor to easily 

update their web pages without needing specialist IT knowledge. 

Inventory placed within the database is dynamically up-loaded into the 

web page for booking purposes. The system offers agent booking screens 

that incorporate standard industry terms and conventions. Vendors have 

the ability to electronically combine their product with other product 

types - in other words to diagonally integrate for a higher likelihood o:fl 

sale. The system monitors and manages on-line payments and inventory 

control, allowing vendors to stipulate precise inventory available at 

different rates for different seasons and markets. Cunard Line (Asia 

Pacific) gives Internet inventory access to its GSA's using the system, at 

a considerable saving on former manual systems (travel.world.net, 

1999a). Another feature is the ability to easily identify where, 

geographically, bookings are coming from and who is making them. 

travel.world.net can be integrated with accounting and record keeping 

systems, as well as hotel front office systems. Booking via mobile phone 

( otherwise known as Wireless Application Protocol, or W AP technology) 

is being negotiated (travel.world.net, 1999b). travel.world.net is accessed 

http://travel.world.net
http://travel.world.net
http://travel.world.net
http://travel.world.net
http://travel.world.net
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by wholesalers and tour operators to put together packages for on-selling; 

by retail agencies to book holidays for their clients; and by independent 

travellers planning and booking their own itineraries. The company says 

that "importantly, travel.world.net keeps the integrity of the traditional 

tourism and travel distribution chain intact through 'seller-defined' 

distribution" (travel.world.net, 1999c). By working together through the 

information technology, synergies become available to all of the parties 

involved. 

Viator Systems 

Viator Systems is the developer and operator of a global database of 

leisure travel product. Viator (which means traveller in Latin) says that it 

relies on partnerships with dozens of inbound tour operators around the 

world on the supply side, and with web-sites and traditional travel agents 

on the distribution side. These agreements include a relationship with 

GDS company Sabre, which makes the Viator database a feature of 

AgentExplorer, a private web-site available to the 42,000 Sabre affiliated 

agents. Users in Australia include Getaway (Expedia), Student Travel 

Australia, Flight Centres and Traveland (Viator Systems, 1999a). The 

database is intended to give access to products that are not available on 

the normal GDS network, including the product of smaller principals and 

suppliers. Confirmed bookings can then be merged into the passenger's 

normal Sabre PNR, for ease of use by the travel agent. 

http://travel.world.net
http://travel.world.net
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From June 2001, Viator extended their service to travel agents, allowing 

products to be booked directly through the Viator site (Viator, 2001) 

CEO Rod Cuthbert says : 

"The most successful sites in the market are those which allow 
users to navigate and connect with data quickly and easily, 
with the least amount ofi transaction time involved. Viator's 
expertise in aggregating the information and enabling 
technology allows us to implement new suppliers, methods and 
design, and navigation very rapidly. Our intent is to integrate 
what we learn with Agents at Viator into the GDS site and 
other partners' sites where our product appears." 

Unlike travel.world.net, who see themselves as an independent conduit 

for distribution, Viator considers itselfi to be "the world's first on-line 

leisure travel wholesaler". 

The CSIRO has teamed with Viator to develop a shopbot named "TRIPS" 

(for travel itinerary planning system) that will allow travellers and travel 

agents to easily mass customise holidays depending on a range ofi 

personal factors in addition to hard information such as budget, activities 

and preferred destinations. The sophisticated TRIPS would involve 

artificial intelligence and intelligent agent systems, and is initially 

intended for use by travel agents. It could provide the agent with a draft 

itinerary in minutes, which could then be modified and personalised 

before delivery to the customer (Viator, 1999b ). 

http://travel.world.net
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11.6.2 Other Virtual Communities 

By working with trade and professional partners, even small agencies can 

take advantage of the new opportunities being presented by information 

technology. This could be as simple as two agencies with expertise in 

different areas having links to each others' web-sites, passing on referrals 

to each other, or finding ways to work with complementary products. 

11.7 Summary Conclusion 

The role of the travel agency as a broker of travel and tourism 

information, and as the central point of purchase for tourism transactions 

has changed dramatically since 1995. There have been socio-economic 

changes, resulting in a so-called "New Tourist", who has different wants 

and needs to the mass tourist of the past. The advent of information 

technology, particularly Internet reservations and electronic ticketing, has 

spear-headed a trend towards disintermediation of the travel agent, and 

direct booking with principals, as part of structural changes in the travel 

industry. This chapter has explained that these changes do not mean the 

death of the travel service provider, but they do mean the end of the 

traditional travel agency as we know it. Survival in the new economy of 

the 21 st century lies in the provision of value-added service together with 

a "centrality of relevant intelligent information and, most importantly, the 
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infrastructure to support on-line reservations." (Palmer and McCole, 

1999, p. 46) 
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CONCLUSION 

The traditional travel agency provided important distribution services to 

suppliers, in particular the wide geographical distribution that allowed the 

principals' products to be bought at a convenient location by the 

travelling public. Agencies also tended to promote principals' products, 

rather than their own services, and thus the suppliers saved money as they 

needed fewer offices and fewer staff, This model no longer accurately 

reflects the tourism distribution system, and in order to survive, travel 

agencies must change not only the way that they operate, but where and 

how they fit into the system. 

Information technology has begun to dominate the global economy and 

society, directly affecting the way people live and work (Cetron, 1998, 

pp. 1-4). It is thought likely that IT will have its greatest impact in 

information-intensive business functions such as distribution and sales 

(Poon, 1993), where travel agents are located. Whereas Computer 

Reservation Systems (CRS) were the ubiquitous travel distribution tool oil 

the last two decades, the most important technological innovation during 

the late 1990's and early 2000's has been the wider use oil the Internet. 

The marketing use o:Dthe Internet, and the World Wide Web in particular, 

has major implications for the future oil information dissemination in the 
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travel and tourism industry. Direct reservations with principals over the 

Internet started out as a cost-saving measure, but have become a standard 

distribution method, particularly for airlines. In addition, advances such 

as electronic ticketing ( e-ticket) means that airlines no longer need travel 

agents to handle passenger documentation, leading to the apparent 

disintermediation of: the agency sector. The challenge facing travel 

agencies today, then, is to learn to use information technology to exploit 

their core competencies - a set of: services that relate to accessing and 

sorting information - and to provide expert knowledge to their chosen 

segment of: consumers. They need to learn how to reintermediate 

themselves into the distribution system. If: they ignore the new 

technologies, travel agents face '\jumping off:to disaster' (Sheldon, 2002). 

Whereas forecasters. once imagined that computers would make it 

possible to cut the working week and give us more leisure, it would 

appear instead that time is becoming the world's most precious perishable 

commodity (Cetron, 1998, p. 8; Richards, 2000; Sheldon, 2002). In 

addition, the number of: information options available to the prospective 

traveller will only multiply manyfold with the growth of: the Internet. The 

majority of: people will therefore still need an adviser to help them 

navigate this huge pool of: information, and to provide advice on the most 

appropriate choices for their particular needs. This adviser may no longer 

be called a "travel agent", perhaps a travel services provider or similar, 

reflecting their changed role. The "New Tourists" may do some initial 
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research on the Internet as they like to feel that they are in control of their 

decision-making, but they are still likely to hand at least some ofithe work 

over to an expert, given that they simply don't have the time to do it all. 

When selling to this new style of customer, it should be remembered that 

they are more concerned with individualised travel experiences, and so 

the products offered should reflect these needs. The new travel 

professionals need to understand the consumer behaviour behind travel 

purchases, and how their clients go about searching for information, so 

that they can offer mass customised products which will be appropriate, 

not just in content, but in the way they are purchased. They should be 

looking to "give attention to get attention" (Sheldon, 2002). 

Tomorrow's travel agents will need to be less of a biased airline 

representative, merely issuing flight tickets for a percentage commission, 

and more an agent of the consumer. Bigger agencies and agency groups 

will continue to have the buying power to obtain good prices on travel 

products through preferred arrangements, something that an individual 

surfing the Internet cannot hope to compete with, and this is a benefit that 

should be promoted by those agencies. Smaller, independent travel 

agencies will need to differentiate their area of specialisation and become 

extreme niche mass customisers, to join into on-line partnerships with 

other travel and tourism firms, or both. It should be remembered that 

travel and tourism has always used multiple channels of distribution. 
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Major airline web-sites are really directed at the regular business 

traveller, who is probably a member of the carrier's loyalty program, and 

so these sites are not really in competition with the travel agent. Direct 

booking, "no frills" carriers who pay little or no commission are in reality 

selling in a commodity market. The agent should not regret the loss of 

such business, but should instead concentrate on finding a specialist 

market niche for themselves, and develop close relationships with the 

people who will become their long-term, high worth clients, rather than 

~ust customers. They should concentrate on long term relationships, 

rather than individual transactions. At times, this may involve 

undertaking non-commissionable work such as booking frequent flyer 

award flights in order to provide a total service to the client. The new 

business environment is about the lifetime value of customers, not 

individual transactions. By using the Internet and sophisticated database 

programs to their full potential, agencies will be able to learn so much 

more about their clients that they will be able to provide customised 

travel products at similar prices to the current mass tourism package 

deals. This will be accomplished by diagonal integration of IT into the 

everyday running of the agency, and developing partnerships with 

principals and wholesalers, thus obtaining economies of scope, in the way 

that airlines have done in their strategic alliances. 
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Instead of the traditional reliance on airline commissions as the major 

source of income, some agencies will broaden their product base, 

ensuring that they book the whole range of the travel needs of a client, 

including hotel, car, cruise and insurance, as well as flights. Good 

commissions are still to be made in these areas, with cruising currently 

being the largest growth area of leisure travel. Other agencies will 

promote their expertise and specialist knowledge in certain destinations or 

types of travel, and earn their service fees in that way. In either case, a 

professional fee for professional services rendered should be charged. 

The travel and tourism industries have always used parallel distribution 

channels, but principals no longer rely on travel agencies as much as they 

once did. There will continue to be intermediaries in the distribution 

channel, but the existing types will co-exist with the new technology-led, 

direct-buy options, offering travellers greater choice. Thus the position of 

each player in the value chain will have to be rethought; as the rules of 

the game change, the pressures of cooperation and competition are likely 

to be more intense (Poon, 1993, p.19). Agencies must understand that 

travel and tourism distribution channels have changed forever, and if they 

are to continue as a viable operation into the twenty-first century then 

they need to accept many of the realities that they are trying to avoid 

facing. They must learn to adapt to competing on service and expertise 

rather than on price, and to understand that sometimes there are sales that 

are not worth pursuing. This means that travel agencies need to plan their 
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futures, they need to be more strategic. These strategies should however, 

be based on sound business principles rather than an urgent desire to have 

an Internet presence at any cost. 

The death knell OD the travel agency has not been sounded. It is not yet 

time to say "Bon Voyage!" to the travel agent. The travel agent can be 

reintermediated. Importantly, it must be remembered that IT must be 

. balanced with the human nature OD tourism. By using the strategies 

outlined in Chapter 11, traditional travel agencies can transform 

themselves into professional travel services providers, and carve out a 

new niche for themselves in the tourism distribution system OD the 21 st 

century. 
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EPILOGUE 

A number of major events concerning the travel and tourism industry 

have occurred recently. Whilst it was not possible to completely rewrite 

the thesis to take account of these within the tiine constraints of 

submission, it is important that their effects be acknowledged. 

Ansett Australia 

Just prior to Christmas 2000, and again at Easter 2001, ten of Ansett's 

Boeing 767 aircraft were grounded, greatly reducing passenger 

confidence in Australia's second largest carrier. In response, a $30 

million consumer marketing campaign was launched, but was not 

"Absolutely" successful. Discussions regarding investment in both 

Ansett and its parent company, Air New Zealand, were variously made by 

Qantas, Singapore Airlines, and Virgin Blue, but in the end no deals were 

made. Ansett meanwhile, was losing in the order of $Al ,000,000 per 

day. On 13th September, 2001, Air New Zealand placed Ansett in 

voluntary administration, putting sixteen thousand people out of work, 

and also grounding Ansett's regional carriers. Their retail subsidiary, 

Traveland, was also placed into administration (2001: The year in travel 

reviewed, 2001, pp. 8-9). 
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In October, the so-called Ansell Mark II took to the air on a limited route

network, but only accepted direct bookings. There would be no agents' 

commissions, and consequently no agents' support. Meanwhile, Virgin 

Blue continued to expand, offering new services on routes previously 

offered by Ansett (Smedley, 2002b, p. 1). 

Ansett's administrators Mark Mentha and Mark Corda backed a proposal 

by Melbourne businessmen Solomon Lew and Lindsay Fox to buy 

Ansett's major assets .. Known as Tesna, the consortium promised an 

agent-friendly attitude, however many travel agents felt that they had 

already been "badly burnt" by the airline's collapse, and the 

administrator's decisions regarding distribution (Smedley, 2002b, p. 1). 

Ansell Mark II made its last flight on 4th March, 2002, the Fox/Lew bid 

for the airline having been aborted at the last moment (Goodsir and 

Norrington, 2002, p. 3). 

Whilst the general press aired concerns about ticket prices as a result of: 

the demise of: Ansett (Wade, 2002, p. 10), the industry was more 

concerned about a Qantas monopoly threatening agencies, even prior to 

the event: 

"If: Ansett's rebirth falters and Qantas continues to enjoy its 
overwhelming dominance in domestic traffic, there could 
come a point where those within the airlines begin to ask 'do 
we really need to be paying for all this distribution?"' 

(Carroll, 2002b, p. 9) 
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Traveland 

Traveland's one hundred and four company-owned stores and its 

franchise operation were sold in September to the Queensland-based IT 

company Internova MCI, however dissent quickly grew amongst the 

franchisees over the firm's refusal to disclose its backers (2001: The year 

in travel reviewed, 2001, pp. 8-9). On November 27th, 2001 Internova 

placed the agency group into voluntary administration (Smedley, 2001, p. 

1 ). The administrators then sold the 225-store franchise network to 

Financial Options Group Inc (FOGI), a company associated with two 

directors ofi Traveland's former owner, Internova. A majority ofi the 

company-owned stores later closed, with 553 staffi losing their jobs, still 

owed wages and entitlements ofimore than $A10 million (2001: The year 

in travel reviewed, 2001, pp. 8-9). Traveland had collapsed for the third 

time in three months. There were negotiations being conducted for the 

sale ofi up to fifty ofi the company-owned agencies to independent 

operators (Smedley, 2001, p. 1). The Australian Securities and 

Investments Commission began an investigation into the Traveland 

collapse, as FOGI itselfiwas placed into provisional liquidation (Smedley, 

2002a, p. 3). One hundred and sixty Traveland franchise agencies have 

joined the Travelworld group, and more are expected to (Rhodes, 2002b, 

p. 2). Others have joined UTAG, which is soon to be re-branded as 

Travelscene (Carroll, 2002a, p. 3). 
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The Australian Government's assistance to the industry 

The future of the Travel Compensation Fund (TCF) was called into doubt 

as customer claims from the demise of Ansett and Traveland flooded in, 

eventually reaching $A12 million. The TCF's reserves were then only 

approximately $A 7 million, and the Federal Government agreed to 

provide funding (2001: The year in travel reviewed, 2001, pp. 8-9). In 

January 2002, major tour wholesaler Connection Holidays also collapsed, 

leaving more clients and travel agents stranded (Rhodes, 2002a, p. 1). 

In October 2001, the government also announced a $A20 million industry 

assistance package. As part of the initiative, a $A5 million Holiday 

Incentive Program was designed to reward consumers with an $A150.00 

cash rebate when they booked through a travel agent, before January 31 s1, 

2002.(2001: The year in travel reviewed, 2001, pp. 8-9). 

September 11th 

The terrorist attacks in the United States that have since become known 

simply as the events of September 11th had a huge impact on the global 

travel industry. Principals all over the world laid off thousands of staff, 

and jobs for agency staff also declined, in the aftermath of an event that 

turned the tourism industry into a weapon. A late 2001 AFT A survey of 

more than six thousand businesses revealed that more than 40% of 

respondents were being forced to cut wages and jobs simply to survive 

(2001: The year in travel reviewed, 2001, pp. 8-9). U.S. estimates spoke 
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of a reduction of travel agent numbers in that country by one fifth by the 

end of 2001 (Smedley, 2001, p. 10). However, in the early months of 

2002 it become clear that travel demand, both domestic and international, 

was again growing (Rhodes, 2002, p. 1 ). 

Outcomes 

Ansett's demise has been the catalyst for a dramatic increase in the 

consolidation that had already been taking place in the Australian travel 

agency market during the 1990 's. The result is a retail travel agency 

landscape dominated by five major groups: Travelwodd, Harvey World 

Travel, UTAG/Travelscene, Flight Centre and Jetset (Carroll, 2002b, p. 

8). Jetset is likely to be bought by Travelworld (Carroll, 2002c, p. 12). 

This follows the trend in Europe and North America, where a strong 

brand name has become a requirement to compete. The "morn and pop 

shop", local comer travel agency, is even more likely to disappear. 
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APPENDIX 1: 

P(l00-P) 

n= E2 

115 = 50 (100 - 50) 

E2 

E2 = 2500 

115 

SAMPLE SIZE calculation 

E = 4.6 = 5% approx. Therefore the confidence interval is 95%. 



Statistical Analysis - Travel Agent Survey 

Question Hypothesis test Response% 

Number Yes No Standard Error of Sample 
5. Does the travel aqent charne fees (YIN)? H2 
8. Have service fees caused an impact on business? H3 
9. Does the agency offer electronic ticketing? H4 
11. Lost busines due to lack of e-ticket? H1 
13. Does the business have a web site H4 
16. Can you book on the web-site? H4 
18. Have you lost business to principal's web site? H1 

H1 - Travel agents are being disintermediated by principals 
H2 - T/A's are changing from a reliance on commissions to fees 
H3 - Charging of fees has been accepted by customers 
H4 - Australian business have embraced electronic commerce 

Question 20 Actual 
Don't recommend clients 
Advertise 
Discounts 
Value Add 
New Market Seqment 

12 
13 
2 

43 
43 

115 54 46 
64 30 70 

111 65 35 
41 78 22 

113 63 37 
89 9 91 
59 60 40 

Expected (O-E) (O-E)"2 
22.6 -10.6 112.36 
22.6 -9.6 92.16 
22.6 -20.6 424.36 
22.6 20.4 416.16 
22.6 20.4 416.16 

Chi-Square result Chi-square value 5 degrees freedom =========> 

4.65 
5.73 
4.53 
6.47 
4.54 
3.03 
6.38 

(O-E)"2/E 

This means that there is lower than a 0.1 % chance of the answers occuring randomly distributed in this fashion 

1 of 1 

5.0 
4.1 

18.8 
18.4 
18.4 
64.7 

Lower 95% Upper 95% 
confidence confidence 

43.0 65.0 
16.5 43.5 
54.3 75.7 
62.7 93.3 
52.3 73.7 
1.8 16.2 

44.9 75.1 

Prepared by Pamela Watson 
5th January 2001 



Survey Responses 

Question 1: Is your travel agency: 
a. Privately owned and independently operated 57 50% 
b. Privately owned and part of a franchise group 37 32% 
Part of a chain of agencies 16 14% 
The retail outlet of a principal or wholesaler 0 0% 
Other 5 4% 
Total response 115 100% 

Question 2: How manv staff-members work at this location? Full-time Part-time 
0-4 87 53 
5-9 18 2 
10 - 19 4 1 
20- 99 2 0 
More than 99 1 1 
Total responses 112 57 

Question 3: 
How many staff-members employed by the company in total Full-time Part-time 
0-4 73 44 
5-9 14 5 
10 - 19 3 0 
20 - 99 8 2 
More than 99 12 2 
Total responses 110 53 

Question 4: Estimate the percentage of your business that is: 
a. Leisure travel 73.50% 
b. Business travel 24.40% 
C. Other 2.10% 
Total responses 100.00% 

Question 5: Do you charge fees for any of your services (other than for 
obtaining visas) 
No fees at all 53 46% 
Yes we are a corporate agency charging management fees 2 2% 
Yes, for all clients ;4 12% · 
Yes, but only for certain clients or certain tasks 46 40% 
Total responses 116 100% · 

Question 6: Why do you charge service fees? 
Answers not able to be collated in tabular format 

' 
Total responses 62 

Question 7: How long have you charged these service fees? 
a. Less than 6 months 13 12% 
b. Between 6 & 12 months 14 13% 
c. Between 12 and 24 months 13 12% 
d. Between 24 months and 5 years 7 6% 
e. More than 5 years 18 16% 
Total responses 112 100% 

Question 8: Do you feel the introduction of service fees has had an impact 
on your business? 
a. No, there has been no impact on my business 45 70% 
b. Yes, I have lost business 3 5% 
c. Yes, I have increased my business 11 17% 
d. Other 5 8% 
Total responses 64 100% 

Survey Responses - Travel Agency Survey 1 of 3 



Survey Responses 

Question 9: Does vour aaencv offer electronic airline ticketina 
a.Yes 72 65% 
b.No 39 35% 
I otal responses 111 100% 

Question 10: Why don't you offer electronic ticketing? 
a. Costs involved 7 16% 
b. Use consolidator to issue my tickets 27 60% 
c. Head office policy 0 0% 
d. Other 11 24% 
l otal responses 45 100% 

Question 11: Have you lost business due to your inability to offer electronic 
ticketing? 
a. No, there has been no impact on my business 32 78% 
b. Yes, I have lost business to other agents 3 7% 
c. Yes, I have lost business directly to airlines 3 7% 
d. Other 3 7% 
Total responses 41 100% 

· Question 12: How much e-t1cket business do you feel that you have lost 
directly to airlines in the past 12 months ($ figure or 
percentage) 
Answers not able to be collated in tabular format 
l otal responses 55 

Question 13: Does your travel agencv have a web-site? 
a. Yes, we have our own web-site 45 40% 
b. Yes, we share a web-site with other members of our 
franchise/chain 26 23% 
c.No 42 37% 
I otal responses 113 100% 

Question 14: Why don't you have a web-site? 
a. Too expensive 7 15% 
b. Don't know anything about the Internet 4 8% 
c. Staff not trained on Internet use 2 4% 
d. Unnecessary to have a we-site 6 13% 
e. Intend to set up one within the next 12 months 19 40% 
f. Intend to set up one in 12 months time or longer 4 8% 
g. Other 6 13% 
I otal responses 48 100% 

Question 15: Why do you have a web-site? 
a. It is head office policy 23 17% 
b. It gives our clients a more convenient way of booking with us. 16 12% 
c. It is an essential part of business these days. 34 25% 
d. It is a useful addition to our methods of selling. 35 25% 
e. Our clients expect us to have a web-site. 15 11% 
f. Other 15 11% 
I otal responses .,,. 138 100% 

Question 16: 
Does your agency's web-site allow clients to make bookings? 
a. Yes, we have real-time booking engine. 9 10% 
b. Yes, clients can check availability and then book via e-mail. 4 4% 
c. Yes, clients can send us an e-mail message to book. 26 29% 
d. No, our site offers information onlv. 25 28% 
e. Other 25 28% 
l otal responses 89 100% 
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Survey Responses 

ouestion 17: What percentage (if any) of your bookings are made via your 
web-site? 
Answers not able to be collated in tabular format however all 
responses were below 10% of bookings 
I otal responses 71 

Question 18: Do you feel that your agency has lost business since the 
principals have set up their own public web-sites? 
a. No, I have not lost business to principal's web-sites 40 68% 
b. Yes, I have lost business to airlines only. 12 20% 
c. Yes, I have lost business to tour operators/wholesalers only. 3 5% 
d. Yes, I have lost business to hotels only. 2 3% 
e. Yes, I have lost business to various principals. 2 3% 
I otal responses 59 100% 

Question 19: Estimate how much business you feel that you have lost to 
principal's web-sites in the past 12 months ( a dollar figure or 
percentage) 
Answers not able to be collated in tabular format 
1 otal responses 48 

Question 20: What has been your agency's reaction to the loss of part o ◄ 

your business to principals own web-sites? 
a. Don't recommend that principal to my clients any longer. 12 11% 
b. Advertise and promote our business more. 13 12% 
c. Offer bigger discounts to attract clients. 2 2% 
d. Concentrate more on adding value to what we offer our clients. 43 38% 
e. Have begun to concentrate on a different clientele, or different 
target market. 43 38% 
I Total responses 113 100% 

Question 21: Is your office connected to the Internet? 
a. No 14 13% 
b. Yes. 96 87% 
l otal responses 110 100% 

Question 22: What do you and your staff use the Internet for? 
a. Searching for general travel information. 75 43% 
b. Searching for travel products to recommend to our clients. 39 22% 
c. To make bookings for our of the way or unusual products that ar~ 
not available through our CRS. 38 22% 
d. Other 22 13% 
1 otaI responses 174 100% 

Question 23: Do you consider that the Internet: 
a. Has greatly improved your ability to access information for your 
clients. 56 53% 
b. Is somewhat useful for finding information. 34 32% 
c. Is no more useful finding information that traditional methods, 
such as manuals, hotel guides etc. 10 10% 
d. Is more trouble than it is worth. 5 5% 
Total responses 105 100% 

Question 24: What do you think is the greatest difficulty your agency will 
face in the next twelve months 
Answers not able to be collated in tabular format 
1 otal responses 91 

Question 25: Other comments made 
Answers not able to be collated in tabular format 
l otal responses 49 
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UNIVERSITY OF CANBERRA 

24th July, 2000 

Dear Travel Manager, 

m 
DI 
DI 

Undeubtedly you are aware that t~ere has been much recent discussion 
within the travel industry concerning the ability of travel agencies to continue 
to operate profitably in a very challenging business environment. Competition 
has come from new technologies, like the Internet, and even from some 
principals encouraging passengers to book with them directly, by-passing the 
travel agency sector. Perhaps you feel that your own business has been 
affected by these changes. 

I am conducting research into some of these issues, and would be most 
grateful if you could spare a few moments to complete the enclosed survey. 
As a former Travel Manager myself, I understand that every moment of your 
day is precious, however the survey should only take you a few minutes to 
complete. Once completed, simply send the survey back in the enclosed pre
stamped envelope. If you could return the survey before 18th August, I would 
be most grateful. 

The research is part of the requirements for my Master of Arts (Tourism) 
degree. I am most happy to share the results of the survey with you, if you 
are interested. 

Thanking you in anticipation. 

Pamela Watson 
Masters Student 

Postal Address: University of Canberra ACT 2601 Australia Location: Kirinari Street Bruce ACT 

Telephone: +61 (0)2 6201 5111 Facsimile: +61 (0)2 6201 5999 World Wide Web: http://www.canberra.edu.au 

file:///gf/t
http://www.canberra.edu.au


Thank you for agreeing to participate in this survey. Place a tic_k 
in the box next to your answer. If you would like to add further 
comment to any of your answers, please note that there is a 
space at the end of the questionnaire for you to do so. 

1) Is your travel agency: 
Tick box 

a. Privately owned and independently operated 

b. Privately owned and part of a franchise group 

c. Part of a chain of agencies 

d. The retail outlet of a principal or wholesaler 

e. Other (please specify) 

2) How many staff-members work at this location? 

1 

(Please include working proprietors and partners in the total. Part-time means less than 35 hours per week.) 

Tick the appropriate boxes 

Full- Part-
time time 

0-4 
5-9 
10-19 
20-99 
More than 99 

3) How many staff-members employed by the company in total? 
. . 

(Please include working proprietors and partners in the total. Part-time means less than 35 hours per week.) 

Tick the appropriate boxes 

Full- Part-
time time 

0-4 
5-9 
10-19 
20-99 
More. than 99 



4) Estimate the percentage 9f your business that is: 

% 
a) leisure travel 

b) business travel 

c) other (please specify type) 

5) Do you charge fees for any of your services (other than for obtaining 
Visas)? 

Tick box 

a) No fees at all lGo Question 9.) 

b) Yes, we are a corporate agency charging 
management fees 

c) Yes, for all clients 

d) Yes, but only for certain clients or certain 
tasks (please specify) 

6) Please explain in your own words why you charge service fees. 

2 

(If you require extra space for your answer, please use the last page or staple an additional sheet of paper to 
this survey form,) 

7) How long have you charged these service fees? 
Tick box 

a) Less than 6 months 
b) Between 6 & 12 months 
c) Between 12 & 24 months 
d) Between 24 months and 5 years 
e) More than 5 years 



. . 

8) Do you feel that the introduction of seryice fees has had an impact 
on your busin~ss? 

Tick box 

a) No, there has been no impaet on my 
business 

b) Yes, I have lost business 

c) Yes, I have increased my business 

d) Other (Please specify) 

9) Does your agency offer electronic airline ticketing? 

Tick box 

a) Yes (Go to Question 12.) 

b) No (Go to Question 10.) 

10) Why don't you offer electronic ticketing? 

Tick box 

a) Costs involved 

b) Use a consolidator to issue my tickets 

c) Head office policy 

d) Other (please specify) 

11)Have you lost business due to your inability to offer electronic 
ticketing? 

Tick box 

a) No 
{Go to Question 13.) 

b) Yes, I have lost business to other agents 
(Go to Question 13.) 

c) Yes, I have lost business directly to the airlines 

a) Other (please specify) 

3 



12) How: much e-ticket business do you feel that you h~ve lost directly 
to airlines in the past twelv~ months? (Dollar figure or percentage) 

13)Does your travel agency have a Web-site? 

Tick.box 

a) Yes, we have our own web-site 
(Go to Question 15.) 

b) Yes, we share a web-site with other members 
of our franchise/chain 
(Go to Question 15.) 

c) No 
(Go to Question 14.) 

14) Why don't you have a web-site? 

Tick box 

a) Too expensive 
b) Don't know anything about the Internet 
c) Staff not trained in Internet use 
d) Unnecessary to have a web-site 
e) Intend to set up one within the next 12 

months 

f) Intend to set up one in 12 months time or 
longer 

g) Other (Please specify) 

Please go to Question 18. 

Questions 15 to 17 are for,agencies with a Web-site only. 

4 



15)Why do you have <;1 web-site? 
Tick box 

a1 It is Head Office policy 

b) It gives our clients a more convenient way of 
booking with us 

c~ It is an essential part of business these days 

d) It is a usefu~ addition to our methods of 
selling 

e) Our clients expect us to have a web-site 

f) Other (Please specify) 

16) Does your agency's web-site allow clients to make bookings? 

Tick box 

a) Yes, we have a real-time booking engine 

b) Yes, clients can check availability and then 
book via e-mail 

c) Yes, clients can send us an e-mail message 
to book 

d) No, our site offers information only 

e) Other (Please specify) 

17)What percentage (if any) of your bookings are made via your web
site? 

5 
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. . 

18)Do you feel that your agency ha_s lost business since principals have 
set up ~heir own public web-sites? 

Tick box 

a) No, I have not lost business to principal's 
web-sites. (Go to Question 22:) 

b) Yes, I have lost business to airlines only 

c) Yes, I have lost business to tour operators/ 
wholesalers only 

d) Yes, I have lost business to hotels only 

e) Yes, I have lost business to various 
principals 

19)Estimate how much business you feel that you have lost to 
principals' web-sites in the past twelve months. (A dollar,figure or,percentageJ 

20) What has been your agency's reaction to the loss of part of your 
business to principals' own web-sites? 

Tick box 

a) Don't recommend that principal to my 
clients any longer 

b) Advertise and promote our business 
more 

c) Offer bigger discounts to attract clients 

d) Concentrate more on adding value to 
what we offer our clients (Please specify) 

e) Have begun to concentrate on a different 
clientele, or different target market. (Please 
specify) 



7 

~1)Is your office connected to the Internet? 

Tick box 

a) No (/30 to Question 24:) 

b) Yes. 

22)What do you and your staff use the Internet for? 

Tick box 

a) Searching for general travel information 
for clients (Eg. weather, destination information 
etc) 

b) Searching for travel products to 
recommend to our clients. 

c) To make bookings for out of the way or 
unusual products that are not available 
through our CRS. 

d) Other (please specify) 

23)Do you consider that the Internet: 

Tick box 

a) Has greatly improved your ability to 
access information for your clients 

b) Is somewhat useful in finding 
information 

c) Is no more useful for finding 
information than traditional methods, 
such as manuals, hotel guides etc. 

d) Is more trouble than it is worth 



24)What do yo_u think is the greatest difficulty your agency wi!I face in 
the next twelve months? 

25) Please feel free to make any further comments about how the 
following have had an impact on your agency: 

• service fees 
• commission caps 
• electronic ticketing 
• principals' encouragement ofi direct booking by passengers 
• computer reservation systems 
• the Internet 

THANK YOU FOR YOUR ASS/SSTANCE. 

8 
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APPENDIX 3: 

WHEELER, T. & WHEELER, M. (1998, April 18) Traveller's Checks, Travel 
Section, The Sydney Morning Herald, p. 9T. 
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QWhenever I plan a trip overseas, I 
always have trouble compiling techni
cal: Information from travel agents 

w confuse Abidjan, Asmara and Addis 
Ababa· into· an amorphous mess, as well as 
having to ask me, -ooes Yemen have an 
airport?-

At the moment I'm battling with the fact 
that even though the West African capitals 
of Accra; Lome and ·cotonou are -within a 
few hours' drive of each other, there is lit
tle knowledge . of accessing coastal West 
Africa from· Australia. 

Michael Jeremy 
Erskineville 

A I'm not surprised you're having this 
difficulty, which reflects, on the 
whole, the system travel agents exist 

under. They make their money from the 
commissions they get by selling travel and 
that commission percentage is exactly the 
same whether they sell a package to Bali or 
Fiji (an everyday event and dead easy) or 
have to deal with complicated queries 
about Yemen or West Africa (higl)ly unusual 
and not at all easy). Airlines have been talk• 
ing about cutting ·back on the percentages 
they pay to travel agents and, irf turn, trav• 
el agents have been talking about charging 
for their services. So instead of paying for 
the travel agent's time and expertise indi
rectly, via the ticket you buy or hotel you 
book, you'd pay for it directly, perhaps as 
an hourly fee for the time they put into your 
inquiry, whether you book with them or not. 
Then you could rightly expect to get real 
knowledge and experience when you make 
a complicated inquiry. Of course, finding 
out about the Yemen or West Africa might 
cost a lot more than information on 
London, Singapore or Los Angeles. 

You certainly can make your own 
inquiries through the Internet, but my expe
rience of tracking down airline schedules 
and fares has been very mixed. It seems to 
take an awfullong time to extract informa
tion, whether you're trying a Web site ver
sion of one ofthe travel agent booking sys
tems or ai\ airline's.:own site . 
. Incidentally, what counts as straightfor
ward travel .knowledge varies enormously 
from country to country. You'd find travel 
agents in Paris with West Africa, much of it 
former French colonies: at the tips of their 

. fingers·: A couple of years ago, I heard a 
wonderful ·tale ,about an Italian· textile 
:machine ·executive who decided ·to visit 
some of his big Australian customers in 

•. -that Melbourne rag _trade . suburb of 
Richmond - a· place · not well known · to 
Italians., His. tra.vel agent . in Milan duly 

. booked hfrn a.flight to the only .Richmond 
· they coUld·'find in' Australia, way out ·in the 

Queensland. outback. Well, it had an air-
p~rt; Richmond in Melbourne doesn't. 
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JAPAN 

■ Flights 
Qantas operates 24 services a week between 

Australia and Japan. An additional 14 weekly services 
are operated in conjunction with other airlines. 

■ Your Health and Wellbeing lnflight 
At Qantas Holidays we care about your 

comfort and safety. When flying, you may be seated 
for long periods o~ time. There are ways, however, 
to improve your comfort level. To access this 
information please refer to: The Australian Way inflight 
magazine; the Qantas inflight video and audio 
programs; Qantas timetables; and our website I , www.qantas.com.au/flights/essentials/healthinflight.html 

■ ~~!:~~~ four distinct seasons: spring - March 
to May; summer - June to August; autumn -
September to November; and winter - December to 
February. The most scenic and colourful times to 
travel are April/May for the cherry blossoms, and 
October/November for the autumn colours. Summer 
can be hot and humid, especially in July and August, 
while winter is chilly and crisp with snowfalls in 
northern Japan and the central alps. The rainy season 
extends from mid-June to mid-July with the humidity 
increasing during this period. 

I 
I 
\ 

I 

Average temperature range in °C 

Tokyo 
Sapporo 
Kyoto 
Hiroshima 
Nagoya 
Fukuoka 

Jan Apr Jun Oct 
(Winter) (Spring) (Summer) (Autumn) 

1-10 10-18 22-29 14-21 
-8-1 2-11 17-25 6-16 
3-9 9-20 23-31 13-22 
4-8 9-18 23-29 13-22 

-2-8 9-19 22-30 13-22 
3-9 10-19 24-31 14-23 

Please note: This information is intended as a guide only. 
Speak to your travel consultant for more detailed information. 

~ Public Holidays 2001-2002 

30 Apr 0 I Greenery Day 
3 May 0 I Constitution Memorial Day 
4 May 0 I National Day 
5 May 0 I Children's Day 
20 Jul 0 I Maritime Day 
15 Sep 0 I Respect-for-the-Aged Day 
24 Sep 0 I Autumn Equinox Day 
8 Oct 0 I Health Sports Day 
3 Nov 0 I Culture Day 
23 Nov 0 I Labour Thanksgiving Day 
24 Dec 0 I Emperor's Birthday 
I Jan 02 New Year's Day 

Jan 02* Coming o~ Age Day 
Feb 02* National Foundation Day 
Mar 02* Vernal Equinox Day 
*date to be confirmed 

Important Annual Event: 
Early February Sapporo Snow Festival 

■ Passports and Visas 
A valid passport is required for entry into 
Japan and Australian passport holders do not 

require a visa for stays within 90 days. 
Non-Australian passport holders should check 
their visa requirements with the Japanese 
Consulate-General or their travel consultant. 

■ Departure Taxes 
A Passenger Movement Charge from Australia 

and a Noise Levy Tax for all arrivals into Sydney is 
prepaid prior to your departure from Australia and 
shown on your airline ticket A Passenger Service 
Facility Charge is also paid up-front in conjunction 
with your airline ticket I~ departing from Kansai 
Airport, please remember to set aside yen cash for 
your departure tax. 

■ Currency 
The yen is the offical currency. 

~, Credit Cards and 
l....1111 Traveller's Cheques 
Yen traveller's cheques can be changed at your hotel or 
at most banks. As a general rule it is best not to rely 
too much on credit cards. Howeve~ selected shops and 
the more expensive restaurants usually accept credit 
cards. Stickers displayed at the entrance or signs posted 
within, designate which cards are accepted. 

g Tipping 
li'II It is not necessary to tip in Japan. 
A consumption tax o~ 5 percent is automatically 
added to all items purchased. In the larger hotels, 
there is also a service charge o~ I 0 percent on 
accommodation. 

Please note: While we take every care to ensure that this 
information is correct at the time of printing, we urge you to 
check with the relevant authorities such as your travel 
consultant or the Japan National Tourist Organisation on 
(02) 9232 4522 in Sydney, to obtain the latest information 
prior to departure. 

Accommodation 
To assist you with the selection o~ your 
accommodation, Qantas Holidays has devised its 
own rating system enabling you to compare each 
property. Ratings are provided solely for the guidance 
o~ our customers and have no equivalent in any 
other rating system. Properties are assigned a half 
rating ihhey are a little extra special in their category. 
This could be because o~ location or extra facilities 
offered. The ratings used apply to the overall quality 
o~ the property. Within selected properties, 
some room categories may vary from the overall 
property rating. 

Iii,. Iii,. llo.. A moderate level o~ accommodation, 
offering a reasonable range o~ room amenities and 
hotel services. Furnished to a comfortable standard. 

llo. llo.. llo.. 11o.. Properties in this category offer 
a superior standard o~ accommodation with 
well-appointed bedrooms and public areas. They 
offer a wide range o~ facilities enhanced by a high 
standard of service. 

llo.. llo.. llo.. llo.. Iii,. Deluxe establishments providing the 
highest international standards o~ accommodation 
and cuisine. With an excellent range oUacilities and 
outstanding service, properties in this category are 
considered the best available in the country. 

Check-in/Check-out Times: In most cases 
12 noon is the check-in and check-out time. 

Room Types: Most hotels offer rooms with two beds 
(twin) or one double/queen sized bed for use by one 
or two persons. For triple share a third bed 
(rollaway) is added. except when the room contains 
two double beds. Some hotels also offer family 
rooms (two adults/two children) comprising two 

Young Geisha 

double beds. Please note, however, that they are 
normal-sized rooms and may therefore be quite 
crowded. I~ a baby cot is required, the charge must 
be paid directly to the hotel. 

Room Deposit: On check-in, guests will be 
required to establish credit for incidental charges. 
A refundable deposit o~ approximately US$50 
(subject to variation) or a major international credit 
card imprint will be required. 

Run of House: Unless otherwise stated, all prices are 
based on 'run o~ house' rooms. This policy entitles the 
hotel to allocate any room type available to guests. 

Hotel and Itinerary Changes: While we make every 
effort to provide correct information in this 
brochure, individual operators reserve the right to 
make changes to itineraries and property facilities. 
If at all possible, however; Qantas Holidays will advise 
you o~ late changes. Advice regarding your final hotel 
selection and itineraries will be provided on the first 
day o~ your tour 

Symbol Guide 
This symbol indicates properties in the Qantas 
Holidays range offering bonus free nights. Only 

0 one bonus per booking may apply, stays must be 
consecutive nights and wholly within validity dates. 

Properties displaying this symbol offer extra value 
items included in the price of accommodation. 
For example breakfasts, kids' meal deals, room 
upgrades and privilege late check-out. 

p This symbol differentiates hotels and resorts 
~ that cater particularly well for families - offering 
FAMILY baby-sitting, child menus, an activity program for 

children, highchairs and cots. 

r,"'" Properties which can accommodate small groups 
liJ.J of up to 30 customers at the prices shown will 
GROUP display this symbol. Please note an additional small 

charge to cover porterage may be required. 

■ DIRECT At one touch of a button your travel 
ACCESS consultant can access information 

directly from Qantas Holidays regarding 
products displaying this symbol. 

QANTAS HOLIDAYS view 
The "V;ew" provides a unique insight into 
properties and tours on offer in our 
brochure range to assist you in making 
your holiday selection. 

~QANTAS • 
HOLIDAYS-

http://www.qantas.com.au/flights/essentials/healthinflight.html


4 DAif SUGGESTED ITINERARif 

Toyko, Hakone and Mount Fuji 
Day I: Fly into Narita Airport then transfer to 
Tokyo city. 

Day 2: Spend the day exploring the city. 

Day 3: Day tour to Hakone and Mount Fuji, 
(tour details page 9). 

Day 4: Return to Australia. 

8 DAif SUGGESTED ITINERARif 

Toyko, Mount Fuji, Toba, Nara, Hiroshima, 
Miyajima and Kyoto 

Day I: Fly into Narita Airport and transfer to 

Tokyo city. 

Day 2: Enjoy the Tokyo Morning Cityrama tour; 
(tour details page 9). 

Days 3-8: Central and Southern Honshu tour 
Embark on the 6 day/5 night tour (itinerary details 
page I 0). Highlights include Mount Fuji, Toba, Nara, 
Hiroshima and Miyajima. End your tour 

Day 9: Kyoto. A day to enjoy this historic city 

Day I 0: Return to Australia via Kyoto, Osaka or 
Tokyo. 

Accommodation Passes 
I~ exploring Japan with a rail pass you may like to 
investigate the option o~ an accommodation pass. 
Tihese offer Japanese Inns or Ryokans in many cities 
and smaller towns. For information on prices, booking 
or accommodation locations please visit the Japan 
National Tourist Organisation. 

RAIL 

Shinkansen (Bullet Train) 
Transfers 
The ideal way to link Tokyo and Kyoto is to travel on 
the famous JR Line's "Bullet" train in either direction. 
We offer two options for those who want to take 
the worry out oHheir inter-c~y connection. Either 
choose the option with local representatives who 
will meet you at your hotel, accompany you to the 
station and assist in boarding the "Bullet" train. On 
arrival. a representative will then assist you with 
boarding a taxi to your hotel (taxi fare included to 
most hotels, details on application). Your other easy 
option is without the assistance of a local 
representative, but your ticket is conveniently 
delivered to your hotel. 
Departs: Daily 
Adult: $298 Child: ( I I years and under) $149 
I Apr0l-31 Mar 02. 
Without local representative services. 

Adult: $504 Child: ( I I years and under) $377 
I Apr0l-31 Dec0I. 
Wrth local representative services. 
Note: A maximum of one piece of baggage per person will be 
transferred separately If add~ional baggage transfer is necessary, 
you will be requested to pay an additional cost per piece on the 
day ofi departure. 

, . 

• 

~ Qantas ports of call 

- Shinkansen (Bullet) Train 
(Tokaido. Sanyo. Tohoku and Joetsu lines) 

- Other major rail lines 

- 4 day suggested itinerary 

- 8 day suggested itinerary 

Rail Passes 
Tihe Japan Rail Pass offers visitors an economical, 
reliable, flexible way to explore Japan by allowing 
unlimited use o~ Japan Railways Group OR Group). 
Tihis includes the famous Shinkansen (Bullet train) 
as used on the Bullet Train Transfers. Tihe Rail Passes 
cannot be purchased in Japan and must be obtained 
before leaving Australia Purchase a pass valid for 
either 7, 14 or 21 days and have the choice o~ 
Ordinary (economy class) or Green (first class) 
passes. Simply turn in your voucher to receive your 
Japan Rail Pass at an applicable JR station that has a 
Japan Rail Pass exchange office. 
lmportarrt conditions: JR Rail Pass is available to 
foreign tourists entering Japan for sightseeing purposes 
on a Temporary Visitor's Visa Train reservations 
cannot be made in Australia Pass must be validated in 
Japan within 3 morrths o~ voucher issue. Rail passes not 
valid for Nozomi Super Express Shinkansen trains. 

Price per person A$ 

Ordinary Pass 

I AprOl-31 Mar02 Adult Child 

7 days 517 258 
14 days 825 413 
21 days 1053 527 

■DIRECt acass 

Green Pass 

Adult Child 
684 340 

1118 559 

1452 726 
Prices are subject to change. Child = child I I years and under. 
Full details available from your travel consultant 
Please read booking conditions on page 12 prior to booking. 

ho.QANTAS A____ 
HOLIDAYS - .,,-----



Century Southern Tower 

~ I . ···•· ·--fl =--~ 

~r ; -- -- --

........ 
2-2-1 Yoyogi 
Shibuya-ku, Tokyo 
Tel: 5354 0111 

~ 
GROUP 

Location: Conveniently located at the southern exit of 
Shinjuku Rail Station. Guests have easy access to the 
nearby shopping arcade. 
Facilities: 375 air-conditioned rooms with tea making 
facilities, hairdryer in-room safe, television and in-house 
movies. Hotel features a range of restaurants, bar and 
fitness centre. 
Max. in room: 2 adults. 

Renaissance Tokyo Hotel ........ 
14-10, Ginza 
6-chome 
(huo-ku, Tokyo 
Tel: 3546 0111 

Location: Central to the Kabuki Theatre, leading 
department stores and the Marunouchi business district. 
Facilities: 206 air-conditioned rooms with tea/coffee 
making facilities, mini bar, television, in-house movies, 
IDD telephone and hairdryer. Hotel features restaurants, 
bars, coffee shop and business centre. 
Max. in room: 3 adults. 

QANTAS HOUDAYS VIEW: 
A fantastlcspgtJor,nightlife and in the 
):lear1:,of thefashion'.a~d shopping me(ca . 
of Tokyo: ·· ·· · · · · • ·. · • 

11,,.111,.11..11,,. .. 

2-7-2, Nishi-shinjuku 
Shir;uku-ku, Tokyo 
Tel: 3348 I 234 

Location: In Tokyo's metropolitan commercial centre 
facing Central Park adjacent to shopping and 
entertainment. 
Facilities: 766 air-conditior.ed rooms with mini bar. 
IDD telephone, radio, hairdryer and in-room safe. 
Hotel features restaurants, bar. coffee shop, 24 hour 
room service, indoor pool and business centre. 
Max. in room: 3 adults. 

QANTAS.HOLIDAY~ VIEW" 
. E(,joy the,c9weniencif qi{foi~,~t_ 
• . complif!l~iitaryshuttle fo.;~hfoi9Js 
. _ rail station. ,- , · · " '' .,,, .. -

Hilton Tokyo .. ........ 
6-2 Nishi-Shir;uku 
6-chome 
Shir;uku-ku Tokyo 
Tel: 3344 5111 

Location: In the busy Shinjuku area. A shuttle bus is 
offered to/from Shinjuku rail station. 
Facilities: 806 air-conditioned rooms with mir.i bar. 
television, in-house movies, IDD telephone and hairdryer 
Hotel features restaurants, bar. coffee shop, 24 hour 
room service, fitness centre, indoor pool, business centre 
and tennis. 
Max. in room: 3 adults or 2 adults/ I child. 

TOKYO SIGHTSEEING 

Tokyo Morning Cityrama 

Operated by: Sunrise Tours 
Tche tour commences with a visit to Meiji Shinto 
Shrine followed by a chance to stroll in one of. 
the vast inner gardens of.the Imperial Palace. 
On Monday arid Friday, when the garden is closed, 
you will visit the Imperial Palace Plaza instead. 
A visit to the Asakusa Temple is also included, 
as is a visit to the traditional souvenir shops along 
Nakamise Shopping Street, followed by a drive 
through Ginza where the tour ends. Transfer back 
to hotel not included. 

• Duration: Approx. 4 hours 

Tokyo Afternoon Cityrama 

Operated by: Sunrise Tours 
Have a bird's-eye view of.the world's largest city 
from Tokyo Tower's observation platform. Drive by 
the National Diet Building, the Japanese Capital 
(the House of. Parliament) and the Imperial Palace, 
home of.the Emperor and Empress. Visit Tokyo's 
most popular Asakusa Kannon Temple and be 
charmed by the traditional souvenir shops along 
Nakamise Shopping Street. Drive through Ginza, 
the most celebrated shopping and amusement 
area in Tokyo where the tour ends. Transfer back 
to hotel not included. 

• Duration: Approx. 4 hours 
• Departs: Daily I Apr0l-31 Dec 01 

• Price: Adult: $81 * 
Child: ( I I years and under) $6S* 

Mount Fuji and Hakone 
(return by Bullet Train) 

Operated by: Sunrise Tours 
Transfer by bus through the picturesque Japanese 
countryside to Mount Fuji where you will drive up 
to a viewing area some 2,300 metres high. Lunch 
will be at the Hotel Highland Resort. From here 
you will proceed to Hakone for a cruise on Lake 
Ashi. After the cruise you will board a cable car for 
Mount Komagatake followed by a transfer to the 
town of. Odawara where you will board the 
Shinkansen (bullet train) back to Tokyo station. 
(Tour ends at Tokyo Station). 

• Duration: Approx. 12 hours 

• Departs: Daily I Apr 0 I -31 Dec 0 I ( except 
28-30 Apr 01, 3-6 May 01, 20 Jul 01, 4 Aug 01, 
I I-IS Aug 01, 22-23 Sep 01, 6-7 Oct 01, 
3 Nov 01, 23-24 Nov 01, 29-31 Dec 01) 

• Price: Adult: $270* 
Child: ( I I years and under) $234* 

*Note: Minimum passenger numbers apply. 
Details of hotel collection points available on application. 

• Departs: Daily I Apr 0 1-31 Dec 0 I Other sightseeing tour available on application: 
• Price: Adult: $ 71 * Panoramic Tokyo. 

Child: ( I I years and under) $S9* 

Price per person per night A$ ■ DIRECT ACCESS 

Hotel Season Single Twin Triple Child 
Child Daily B'fast 
Age Supp. 

TOKYO 

Sunshine City Prince Hotel 
............. I AprOl-31 Mar02 197 122 114 N/A N/A 34 

Shiba Park Hotel iii.. Iii,,'. 11... 
Standard room I AprOl-31 Mar02 242 137 118 NIA NIA 41 

Hotel Century 
Southern Tower 11... 11... II,. II,. 
Stondartl room I AprOl-31 Mar02 288 147 N/A N/A N/A 35 

Crown Plaza Metropolitan ......... " 
I AprOl-31 Mar02 253 158 131 FREE 19 42 

Hilton Tokyo 11... 11... 11... 11... 1,,. 

Superior room I AprOl-31 Mar02 370 185 145 FREE II 43 

Renaissance Tokyo Hotel ... ........ 1Apr01-30Sep01/I DecOl-31 Mar02 400 200 150 NIA NIA 35 
Standard room I Oct 01-30 Nov 01 412 206 154 N/A 
Century Hyatt Tokyo I Apr0I-23Jun01/10Sep01-24Nov01/ ............. " I Feb 02-31 Mar 02 351 198 154 66 12 A=47 
Standard room 24 Jun 01-9 Sep 01125 Nov 01-31 Jan 02 321 183 144 67 C=24 

Child = I child (age as specified above) shanng room with 2 adults. Full details available from your travel consultant Please read booking 
conditions on page I 2 prior to booking. 

b..aANTAS 
HOLIDAYS-
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KYOTO 
Fly into Osaka (Kansai Airport) on Qantas Airways 
or take a Bullet train transfer from Tokyo to access 
Kyoto. Kyoto is the highlight of any visit to Japan. For 
I I 00 years it was the capital of the country, and 
retains the architecture and culture of its heritage, in 
a modern city setting. 

PRICE INCLUDES 
• Accommodation with private facilities 

• Hotel taxes and service charges 

• Golden 
Pavilion 

NIJO 

TAMBAGUCHI 

""! . Statj9n 
••--;•--,~~~~yllne ·> , .--• 
- .. -. )apiin RailwaysOR)U~~ 

. ._, "'."-Japan llallway, (JR) Ballet n~1n 

KITAOJI~ 

KURAMAGUCHI ~ 4 
IMADEGAWAi 

: .Kyoto 
: Imperial 
: Palace 

• 
:MARUTAMACHI 

Nijo •Q) 1. (;;\l Castle I \!:I 
iOIKE .............. , ........• 

Kyoto 
Handicraft 

Centre 
• 

SHIJO SHIJO,KAWARAMACHI 

GOJO 

H<JIELS 
I. ANA HarEL IQOTO 

~~:-;?=~::--::::-:I • .,, t~~=:g:c 
4. RIHGA ROl'AL HOTEL 

TRANSFERS 
The transfer from Kansai (Osaka) Airport to Kroto 
takes approx. I 3/4 hours. Qantas Holidays offers a 
prepaid bus transfer voucher to/from the airport to 
Kyoto railway station with buses leaving at set 
departure times. Information on how to get to your 
hotel from Kyoto railway station available on 
application. Child tickets (0-11 years) for the bus 
transfers cannot be pre-purchased. however they can 
be purchased directly from Kansai (Osaka) Airport. 
Adult: $51 one way 

New Miyako Hotel 
......... 
Hachijo-guchi 
Kyoto 
Tel: 661 7111 

Location: Opposite Kyoto station and a short walk 
to the subway station. 

~ 
GROUP 

Facilities: 714 air-conditioned rooms with refrigerator, 
mini bar, IDD telephone, television, in-house movies, 
radio and hairdryer Hotel features restaurants, bar, coffee 
shop, room service and safety deposit boxes. 
Max. in room: 3 aduits. 

QANTAS HOLIDAYS VIEW 
Very well priced hotel in a great location. 

Rihga Royal Hotel 

-------
............ 
Horikawa-Shioknji 
Shimogyo-ku 
Kyoto 
Tel:341 1121 

~ 
GROUP 

Location: Just a 7 minute walk from Kroto rail station. 
Facilities: 498 air-conditioned rooms with mini bar, 
IDD telephone, tea making facilities, television/in-house 
movies and hairdryer Hotel features restaurants, bars, 
coffee shop, safety deposit box is available at the front 
desk, and indoor pool. 
Max. in room: 3 adults. 

QANTAS HOLIDAYS VIEW 
Convenient access for guests arriving by 
the JR line Bullet train. 

Kyoto Royal Hotel 
,,f: 

I 

II 

............ 
Sanjo-agaru 
Kawaramachi 
Nakagyo-ku 
Kyoto 
Tel: 223 1234 

Location: Central to all the major activities along 
Kawaramachi-dori. 
Facilities: 332 air-conditioned rooms with refrigerator, 
mini bar, television, in-house movies, radio, IDD 
telephone and hairdryer Hotel features restaurants, bars, 
coffee shop, safety deposit boxes and beauty salon. 
Max. in room: 3 adults. 

QANTAS HOLIDAYS VIEW 
From this hotel it is an easy walk to shops 
and restaurants. 

Price per person per night A$ 

Hotel Season 

KYOTO 
Rihga Royal Hotel .._ .._ .._ .._ 
Standard room I AprOl-31 Mar02 
New Miyako Hotel .._ .._ .._ 
Standard mom I Apr 01-31 Mar 02 

Kyoto Royal Hotel ............ I Apr 01-31 Oct 01/ 
Standard room I Dec 01-31 Mar 02* 

I Nov01-30Nov01 
ANA Hotel Kyoto .._ .._ .._ .._ I Apr 01-31 May 01/ 
Standard room I Oct 01-30 Nov 01 

I Jun 01-30 Sep 01/ 
I Dec 01-31 Mar 02 

............ 
Nijojo-mae 
Horikawa•dori 
Nakagyo-ku 
Kyoto 
Tel:231 1155 

Location: Directly opposite Ni)o Castle, one of Kroto's 
most historic landmarks. 
Facilities: 303 air-conditioned rooms with refrigerator, 
television, in-house movies, IDD telephone and hairdryer 
Hotel features restaurants, bar, coffee shop and indoor 
pool. 
Max. in room: 3 aduits. 
Value: Full breakfast daily. 

QANTAS HOLIDAYS VIEW 
Only 2 stops on the subway to the heart 
of the shopping district. 

Operated by: Sunrise Tours 
Visit Kyoto's Nijo Castle, Golden Pavilion and Kyoto 
Imperial Palace ( on Saturday Sunday and national 
holidays, Higashi Honganji Temple will be visited 
instead). Tour concludes at Kyoto Handicraft Centre. 

• Duration: Approx. 41h hours 
• Departs: Daily I Apr 0 1-31 Dec 0 I 

(except 29-31 Dec 01) 
• Price: Adult: $9S* 

Child: ( I I years and under) $ 77* 

Kyoto Full Day Tour 

Operated by: Sunrise Tours 
Includes sights of the Kyoto Morning Tour and 
lunch at the Kyoto Handicraft Centre, visit 
Vermilion-hued Heian Shrine influenced by 
Chinese architecture. Highlights include 
Sanjusangendo Hall and Kyomizu Temple. 

Duration: Approx. 8 1'2 hours 
• Departs: Daily I Apr 0 1-31 Dec 0 I 

(except 29-31 Dec 01) 
• Price: Adult: $20 I* 

Child: ( I I years and under) $164* 
*Note: Minimum passengers numbers apply. 
Details of hotel collection points available on application. 

Other sightseeing tours available on application: 
Hiroshima/Miya)ima Full Day Tour, Kyoto Afternoon, 
Nara Afternoon Tour. 

■ DIRECT ACCESS 

Child Daily B'fast 
Single Twin Triple Child Age Supp. 

229 126 109 N/A N/A 37 

234 130 103 N/A N/A 37 

195 159 130 N/A N/A 37 
217 194 154 N/A N/A 37 

280 152 129 N/A N/A Incl. 

347 197 174 N/A N/A 
Child = I child (age as specified above) sharing room with 2 adults. *Surcharges apply for stays on Saturday nights. Details on applicaton. 
Full details available from your travel consultant Please read booking conditions on page 12 prior~o booking. 

~QANT"AS .__ 
HOLIDAVS-W--
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CREATION AND PUBLISHING OF COST EFFECTIVE WEB SITES 

Using Travel.World.Net, World.Net has made it easy for SME Until now, most businesses have only been able to afford 'static' (also 
businesses to establish an 'industrial strength' Web Site that has all the known as 'hard-coded', or 'flat-file') Web sites which are designed by 
benefits and functionality big business enjoys, but Web Graphic Artists. Whilst this is not a problem in itself in the short-
• at a fraction of the cost, and term, it is in the long-term as the issues of 
• without the need to leqm the Web coding language of HyperText • information management, and 

Mark-up Language (HTML, or .html). • information intelligence 
This means that operators do not have to unnecessarily divert limited comes into play - an expensive, time consuming and limiting set of 
resources away from their core business - in order to maintain your on- factors. 
line roduct information. 

Examples of TWN based web 
sites: 

Aussie Adventure 
www.aussieadventure.com.au 

Ayers Rock Resort 
www.ayersrockresort.com.au 

Backpackers Travel Centre 
www.backpackerstravel.net.au 

Horizon Airlines 
www.airlinehost.com.au 

The Avillion Hotel 
www.avillion.com.au 

Discovery Ecotours 
www.discoveryecotours.com.au 

Fundownunder- Sydney Tour 
Operator 

www.fundownunder.com.au 
Kenstar Travel - Hong Kong T/A 

www.kenstar.com.hk 
LaudaAir 

www.laudaair.com.au 
Leisure Africa 

www.leisureafrica.com 
Sites Currenty in Development 

include: 
Central Coast Tourism 

www.cctourism.com.au 
Victorian Tour Operators Assoc. 

www.vtoa.asn.au 
Fantastic Aussie Tours 

www.fantasticaussie!ours.com.au 

Homa I Booking Form I Trlpllsl I CondlUons 

Discovery Ecotours blends the best of the Northern Territory's natural and 
cuttural environment with a generous educational component and spices 
lhe lot with fun. 
• Upmarket camping, in permanent safari camps. 
• Science qualified guides. 
• The world's richest rock art sites. 
• Restaurant-quality meals lit by candles and a hiffion stars. 

--
TWN - BASED WEBSITES 

What is Travel.World.Net? 
Travel.World.Net is one of the first 
true on-line booking systems on the 
Internet. 

This application capitalises on 
World.Net's knowledge of the travel 
industry and uses multi-tier and thin 
client technology to provide 
vendors of travel product the ability 
to load and maintain their own 
product - including full on-line 
inventory for immediate booking 
and confirmation over the Internet. 

By combining World.Net's 
customised 'look & feel' templates 
and Web site structure with TWN 
operators can fully incorporate 
bookable inventory into their Web 
sites. 

Other sites currently in 
Development: 
Air Caledonie 

www.aircalin.nc 
Extreme Adventures 

www.extremeadventures.com.au 
Unique Retreats 

www.unique-retreats.com.au 
Delta Car Rentals 

www.deltacars.com.au 
Cunard Lines 

www.ta.cunard.com.au 

What are the benefits of investing in a 'dynamic' TWN based web site? 
• No investment in special software or extensive training is • "Content' management is simplified as 'content' elements - if used 
necessary nultiple times throughout the site - need only be changed once, with 

~ach element beinQ automatically updated in all places it aooears. 
• Information can be displayed for a certain date-range only, • Information can be held from view to certain people, but shown to 
thereby ensurinQ out-of-date information does not lanQuish in the site others that you nominate 
• A site's 'look & feel' can be changed quickly and easily by creating • Users can search the site for specific topics - or products . 
a new template 

The cost of a simple TWN-based Web site is $2,000. 
(This price may !lary 11 there are any requested enhancements to functionality and any phased introduction.) 

What's involved? What's included? • Configure your product distribution 
From your design specifications our Web • A site structure of up to 8 areas. strategy, that is, 'who gets to see what' 
Designers create customised templates (web • Up to 30 images (photos, logos etc) • Receive reservations from buyers (from 
pages) that are in keeping with your existing scanned into electronic format for your site. your Web site as well as the TWN Web site) 
marketing image. (Additional image scans cost $25 each) • Add, amend, or delete your textual 
Ongoing Costs: Web hosting $80 per month. Training on how to use TWN software information 

Product Hosting fee - variable • Add products to the site Set up links to other sites • 

http://www.aussieadventure.com.au
http://www.ayersrockresort.com.au
http://www.backpackerstravel.net.au
http://www.airlinehost.com.au
http://www.avillion.com.au
http://www.discoveryecotours.com.au
http://www.fundownunder.com.au
http://www.kenstar.com.hk
http://www.laudaair.com.au
http://www.leisureafrica.com
http://www.cctourism.com.au
http://www.vtoa.asn.au
http://www.aircalin.nc
http://www.extremeadventures.com.au
http://www.unique-retreats.com.au
http://www.deltacars.com.au
http://www.ta.cunard.com.au

