' 40

GTS SCTENCE JOURNAL [SSN NO ; 18698934

The Challenges faced by Travel Agents due to Price
Transparency in the Travel Industry (reference to the
Pune City).

Dr. Anita Moodliar' and Mr. Devesh Janvekar®*
!Principal, Maharashira State Instituze of Hotel Management & Catering Technology, Pune

“Student, M. HMCT (Masters in Hotel Management & Catering Technology), MSIHMCT, Pune.

Abstract

India, one of the developing countries, is observing a lot of demand for outbound ravel
in recent years. It is attracting a lot of tourists majoring from the mid-income segimenis
and they are also preferving the unexplored destinations The wravel agents and tour
operators are in a continuous search and promorion of such unexploved destinations. The
traveller of today is weil-versed and he ;

re regarding tourism products and
various reols due 10 abundance use of
Social Media platforms enable an
avel components and services offered by
has impacred on the marging or mark-ups
loval ransport and accommodation services.
the prices are apen jor all, irvespective of the
ilor or the end-user) using or consuming the
oo the price transparency enables the customers to efficiently
. et travel plans also they can calculate the mark-ups,
sions which the travel agents or tour operators arve charging and can bargain for
ir. This is resulting in curthroat competition for the wholesalers & retailers in the market.
Hence getring the contracied or discounted rates for various components at the tourisi
destination has become crucial for travel agents, tour aperators as well as the b2b sector
i the travel industry. They are losing the business due to very less margin and raising the
inrense competition in the industiy, Though the positive uspect of price transparency is
that the customers can compare more substitutes offering the same services at lower
prices.
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1. Introduction
1.1. Travel Agent

A trave] agent is a person who assists tourists in planning, selecting & organising their
tour to a destination. For this, he should have a thorough knowledge of the destination,
transportation, accommaodation and other tourism related facilities. The travel agent
generally bridges the gap between product or service manufacturer/provider and its
consumer and receives a commission. A travel agent is an owner or 2 manager of the firm
commonly known as a travel agency. A travel agency is a firm or a corporation or an
organisation which has a representative office where travel related products or services
are assembled and sold to its ultimate customers i.e. tourists. It is one of the most
important facets of the tourism ndustry as it contributes a larger stake in the country’s
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economy by promoting and selling tourism products and services. Hence, it is also known

ag the ‘image builder” of the country.

A travel agent performs a wide range of functions to fulfil the demand of its customers.
They do not just plan and organise the tour for its customers but even they advise their
clientele on where to go, local altractions, events. traditions, adventures, and so on. Apart
from its basic functions, travel agents also perform following tasks in an event to satisfy
the needs and demands of the tourists:

e They provide essential travel information to their customers. An accurate and timely
information about the customers’ journey, destinations, attractions, passport, VISA and
other procedures such as immigration. customs clearance, travel and health insurance,
efc. must be provided by the travel agent.

e Travel agent is also responsible for booking the airline tickets as well as the
accommodation on behall of the tourists. Service providers such as airline companies
and hotels pay off good commission to the travel agents on the basis of business given.

s They also assemble or club various individual tourism products and services into one
product commonly known as tour package. While assembling the tour package, travel
agents must give emphasis on the leisure actvites and needs and demands of the
tourists, Traditional norms and customs of the tounst’s religion must also be kept in
mind while formulating such paclkages.

+ They alse help the tourists to avail currency exchange facilities. There is a government
body who approves travel agencies as an orised organisation to provide currency
exchange facilities to the tourisis. It helps the tounsts 1o transact in foreign country
without any hassle.

{51

Rale of travel agents in country’s economy -

* Promote the tourism business in the markat.
Create employment in the society.

Creation of budget for the organisation.

Attract local capital along with the foreign capital
Provide business to the allied industries such as 2

me. hotel. IT, commerce, ete.
1.2. Indian Tourism Overview

India is one in all the highest countries that has several tounst artractions thar nught be
natural or man-made. Also, the tourism business in India is confribuiing & major stake to
the country’s economy and its growing apace. “Unity in Diversity” is the key feature of
India that continuously fascinates foreign nationals in addition to its residents 1o discover
varied ethnicities and conducts that it has to offer to the world. In the vear 2018. The
World Travel & Tourism Council calculated the revenue generated by the toursm
industry in India 216.91 lakh crore which was then equivalent to the US 5240 billion and
contributed to India’s 9.2% GDP. It supported 42.673 million jobs which are 8 1% of its
total employment. The tourism sector in India is expected to grow at an annual rate of
6.9% to 32.05 lakh crore by 2028 contributing to the nation’s GDP to 5.9%. Several
reports also present the growing rate of mbound tourism in India, medical tourism is
playing a vital role m it. Globally, the capital city of India, Delhi is ranked 11th for the
foreign tourist visits, followed by Mumbai 14th, Agra 26th. Chennai 36th. Jaipur 39th.
Kolkata 76th, and Bangalore 100th according to the Euromenitor’s report in the vear
2019. Pune is ranked 91st according to Mastercard’s Report 2018,

1.3. Pricing in Tourism Industry
Pricing is one of the most vital factors within the tourism business mix. Tourists rate

the product by its price and without which there is no guideline of quality. Determination
of Price to particular product or service is thus indispensable for the success of the
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tourism establishment, because it has a remarkable effect on demand and turnover. Price
usually reflects an indication of quality. The "right" price must satisfy both the rourists
and meet the end objective. that is profit, of the tourist firm. Perception of tourists carries
the ultimate significance n the various decisions made by tourists - the selection of a
destination, the consumption of commodities whereas on vacation, and also the decision
to come back. Tourists are experienced mavellers, older and very price sensible. It is
essential in influencing travel behaviour. To sustain in such a competitive climate, the
tourist product or service should be perceived as of a high guality which is similar or
higher to different compentors, and s price should be perceived as irresistible. Hence,
the facts on tourists' opinions of cost and benefit plays in tourist behaviour is of the
highest importance.

1.4. Concept of Price Transparency

Price transparency 1s t
merchandising quantities 1o
economy, price transp
tourists usually have n
costs, keeping them
tourists don’t seem 10 D
suppressed. Knov
the real supply an

o recognise all of the bid costs, ask prices, and
¢ stock. zood, or service at a given time. In the
on. In the tourism industry, for instance,
a particular tourist product or service really
no power to negotiate for higher prices. If
or prices or research etfectively, competition is
s biddmg. asking, and trading helps identify
wod. or service that 1s, its true worth. Once
arket is by definition less economical.

ncy on the tourism mdusmy,
le aspeets of price transparency to travel

Lad

tors which intluence price transparency (such as the internet,

1.6. Hyvpotheses

1. Price transparency has an impact on the wavel industry.
2. Prices. internet and social media influences the travel plans of the tourists.

1.7. Significance of the study

Price Transparency is & terni used where the prices are open to all. This means that any
mdividual in the market can access the price of a certain commodity, service or so. Such
casily accessible prices create intensc competition in the market, Also, the Online
Distribution Channels discloses such pricing on their websites which makes customers
2asy to compare between the service provider or manufacturer. Today, in the tourism
industry, the price of any tourism product or service is available on the intemet, The
customers of the tourism industry, commonly known as tourists, are aware of prices.
Hence, the business of the travel agents is suffering and they have fo face such immense
competition created in the market, just because of Price Transparency. There are some
advantages of Price Transparency if we look at it from the customers’ point of view and
even from the travel agents’ perspective. But its disadvantages make the travel agents
lower its margin of gain and even some of the times to lose the business.

My main objective of this research is to identify the impact of price transparency on
the business of the travel agents. The key elements to be explored from this research
activity are the concept of Price Transparency. the role of it in the tourism industry,
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advantages & disadvantages of the price transparency to the travel agents. the key factors
which influence price transparency. Also. provide them (the travel agents) with the
sohution to this problem.

=

-

1.8. Scope & Limitations of study

This study pertains to the impact of price transparency and due to which the varous
challenges or obstacles travel agents are facing in the tourism industry. The researche
made sincere efforts to find out the impact of prlce transparency on the business of th
travel agent. Also, the factors which influence price transparency are identified in this
research activity. The study presents the advantages as well as the disadvantages of Price
Transparency.

The participants of this research were the travel agents in the vicinity of Pune City.
The total sample of 20 questionnaires was designed for the travel agents and 16 responses
arc tecorded by personally visiting their offices as well as through an cmail, which
becomes 80% of the total sample. Thus, the responses can be considered as reliable. The
study is limited to the travel agents in the vicinity of Pune city and does not have anv
relevance to any other location elsewhere. Also, the timeframe for the research activity is
limited to the period of August 2019 to November 2019, hence the findings of this
research may not apply to any other period even in the same area and same travel agents
of the rescarch activity.

Iil
il
)

1.9. Research Methodology Adopted

The present study is an Applied Rescarch. The targeted audience for this research is
the travel agents which are facing the challenges due 1o price wansparency. Method used
for sampling is purposive and judgemental. The methodology used for the research for
this paper includes Primary and Secondary data. Primary data is collected through a
structured questionnaire about the price transparency and it 1mpact on the business of
travel agents. Secondary data was collected by reading available materal on the internet
from online journals, websites and articles.

2. Literature Review

e In his rescarch paper (2006), “Price Transparency on the Internet Requirements of
revenue management for the development of an online strategy i the hospitality
industry” Dr. Egger has stated thal the rapid growth of information and communication
technology has greatly impacted on the tourism industry. Through these distribution
channels. customers can access a wide range of information about tourism products.
This results in hard-fought competition in the tourism market and price transparency
play a vital role in it.

» Li Miao & Anna Mattila have mentioned in their research paper (July 2006), “How &
How much to reveal? The effects af Price Transparency on the consumers’ price
percepiion” a large amount of data available on the internet makes it a bit confusing
for the consumers to make an optimal decision. Also, the marketers purposely reveal or
hide information from the consumer in an attempt to manipulate the choice of the
consumer. These practices influence the price evaluation and perception of consumers
in the market.

¢ In February 2008, The Economic Times published an article written by Nandita da
Cunha, “International Tour Package is Opaque”™ in which the anthor mentioned that
tour package demand has increased in the last few years due to reduced cost,
convenience, and customisation. The tour operators in the country are observing the
price transparency in their operations or encounters with the consumers and results in
creating a brand value in the minds of the consumers. She also mentioned in the article
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t the naw age customers are interested in the straight offers rather than virtual
discounts in which the price is impossible to evaluate.

According to the ACM (Authority of Consumers & Markets), Netherlands, 2013 report
many businesses in the travel industry along with its processes have bccome maore
transparent to the consumers. ACM is also keeping a close observation on the
husinesses in the travel industry those who add costs at the total price late in the
booking and assures the consumers that firm action will be taken against such practices
as 1t reduces the transparency in the market.

Shanen Lee in May 2014, stated in the blog on HIT Consultant. "Medical Tourism
Close to Home: Price Transparency is key' that in the 20th century, the medical
tourism can witness a shift from developing country’s patients travelling to developed
countries to completely opposite such as patients from the USA arc travelling to the
Asian countries to receive treatment as the cost of treatment and the quality is as same
as developed countries but the cost in developing countries is much lesser than their
0OWD country

Christopher Elliott defines price transparency as ‘price vou see is the price you
pay’ He further quoted in his newspaper article on 25th September 2016 in USA
Today newspaper that while booking an airline seat the prices are not transparent. He
had stated that 71% of travellers. according to TripAdvisor’s survey, get annoyed by
baggage fees and seat selection fees, which otherwise included in the airfare.

Alisa Voitikz stated m her blog (2018), “Price Transparency: why hotels need to
become choice architects” that price-savvy generation of customers 1s the result of the
interner which provides them with a lot of data. When it comes to the service industry,
where two 1dentical or the same services or products are being offered, price plays a
crucial role in the purchase decision. And hence, whether it’s a hotel or a travel
agency, selling their products and services to the most price-sensitive audience, price
transparency plavs a key role.

n Pr ransparency — Don’t drive the medical tourists away!” (October,
2018) a blog written bv Mr. Pradipta Das on Placid Solution’s website, in which he
mentioned the sense of interpretation of price transparency for both, the service
provider and the consumer will be different. When it comes to the consumers it
includes the cost of service and other costs which are associated with the product or
service, and also that are essential to perform service's characteristic functions. While
to the provider it means the covering of all the total cost of sales and a percentage of
gain to the cost of sales. The consumers (i.e. patients) on the medical trip are not
interested in searching for the best altematives, what they need is just a comfortable
stay. treatment, and transportation facility at the best possible price.

. Data Analysis

As this is the gquantitative research activity. the primary data or firsi-hand data is

collected using structured questionnaires to the wavel agents. The guestionnaire was
designed using Google Forms and were circulated to the travel agents through an email
and some of the responses were collected by visiting the travel agents’ office in-person.

[n their responses, most of the travel agents have agreed that the Price Transparency

has impacted on the business in recent years and this is one of the important aspects
which creates an intense competition in the market (refer Figure 1), Also, the impact on
the business is not so favourable for the travel agents as it gives rise to the online
distribution channels and DIY (do-it-yourself) approach.
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Figure 1. Intense Competition

When the question was asked to the travel agents that which are those factors that
influence the costing of packaged tours. 69% of the respondents have mentioned Online
Travel Agent’s pricing greatly affects the costing (Figure 2). Also 62% of the population
stated the availability of prices of individual tourism components influences the costing of
packaged tours. 31% stated that above two variables along with seasonal discounts and
government policies affects the pricing of such tours.
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Agent's Pnemg  Prces of Indwidunl  offered by OT As Policies
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Figure 2. Factors influencing costing of Packaged Tours

Let’s discuss now the advantages of price transparency to the travel agents (refer
Figure 3). Major group of the population have voted that price transparency builds
knowledge about the prices and costs offered by various competitors and hence can revise
the pricing strategies, It also aids in decision-making. 7 respondents mentioned that it not
only builds knowledge and decision making but also reduces uncertainty & emphasises
value by providing their clientele an experience of transparent prices. the travel agents are
creating brand value in the minds of the consumer,

Coming to the darker part of the price transparency i.e. the disadvantages (Figure 4) of
it, 88% of the population have strongly agreed that the biggest disadvantage of the price
transparency is it affects the rate of conversion which means the conversion rate of an
enquiry into the business. Many of the respondents have also stated that it reduces net
profit margins, As the key characteristic of price transparency, the prices are open to all,
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this enables the customers to bargain for prices. Also, 62% of the total sample have
responded for the Lack of unigueness in the pricing because the competition in the market
has become intense that there 15 no unique point of value which differentiates it from
other competitors. Only 44% votes for the common bid-pricing, as mentioned earlier, if
there is no differentiating factor then the prices of such tourism product and services will
not be different, which resulted in same or sinular pricing strategy.
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Figurs 3. Advantages of Price Transparency to Travel Agents

Copunon bid-puicisg Reduces Net Margos Lack of Uniqueness  Affects rate of Conversion

Figure 4. Disadvantages of Price Transparency to Travel Agents

The most influential factor of price transparency is the Online Travel Agents as all the
travel agents have voted for it. Followed by the prices that are open on the social media
platforms greatly influences the price transparency, The internet, E-WoM (electronic
word-of-mouth) and offline advertisements such as newspaper, magazines, pamphlets and
hoardings are also contributor to the price transparency. Out of these five influential
factors, four are supported by internet i.e, online wavel agents, social media, E-WoM and
internet itselfl The three concepts are widely used and known, But E-WoM is relatively
new concept. Electronic Word-of-Mouth is & concept where people talk to each other
using electronic devices such as smartphones. compurers. tablets, etc. The messenger
applications are the medium of such E-WoM activites, People promote or demote the
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products, services, or even firms while chatting with others, It is very effective wav of
communication and spreads like a grapevine.

B Doesnaraffect ©8 Neutral [ Affects B Strongly Affzcis

Customer Satisfaction  Customer Retention Net Mareins Brand Image

Figure 5. Impact of Price Transparency

The major 1mpacts of the price transparency are: reduced customer satisfaction,
customer retention, net marging are lowered and brand image 1s affected (Figure 5).
Almost 63% of the population of this research has stated that customer satisfaction levels
are greatly impacted due to price transparency. 56% voted for customer retention as it is
the most difficult event or situation to retain the potential customers to the organisation.
Net profit margins get hampered due to price transparency as customers bargain for lower
prices which eventually reduces the profit margins as most of the costs are fixed. Very
few votes are obtained who strongly agree for the impact on brand image.

4. Findings & Suggestions

Considering all the facets of Price Transparency, it is sure that it has resulted in
increasing the competition in the market because the prices of various components of
tourism are open to all. OTAs are majorly impacting on the price transparency and
also influencing prices of various tourism products. Hence, the packaged tour cos
getting affected. Price transparency has some negative aspects such as it reduces net
margins of the travel agents. the uniqueness in the products and services mayv zls
affected. The biggest challenge for travel agents is that the rate of conv
enquiry nto the business. Lower customer satisfaction levels and customer = n are
some of the great impacts of the price transparency on the business of travel .
bright side of price transparency is, it aids the travel agent and his team 1o -u
knowledge of various pricing strategies that are used by the compentors 1 the 1oumsm
market. And also helps in decision making, creating value as well as in redions
uncertainty,

To sustain mn such cut-throat competition, twavel agents must create
services which add value to the brand image of the company. Sales persor =
the trave] agent is the first point of contact in the organisation. and
be able to distinguish between the firm's own products and serac
market. And should not only confidently but effectively. too, convey in
factors to the customer and convince him by applying all the i
this, the salesperson should have an up-to-date knowledge
He/she should be aware of various sirategies and pricings
Transparency should be perceived in the positive sense as the
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It helps travel agents 0 be optimistic at all times in the operations while the management
of such companies may anticipate the shift in demand more efficiently. Thus, improves
decision-making.

3. Conclusion

Afier completing this study, the researcher has concluded as the price is the key factor
in the tourism industry. Due to transparent pricing, the business of the travel agents is
grzatly affected. Though there are many advantages for booking through online
dismbution channels, such as OTAs, it is not profitable every time. Many-a-times, hidden
charges, lack of clearly expressed terms & conditions make the tourists pay higher prices
than what is initiaily showcased. Price transparency has definitely hit the market, but it
helps the customer to be aware of actual prices and prevents it from being cheated or
overcharged. In case of travel agents, price transparency has muxed impacts on the
business. It makes the travel agent introduce new, unique and affordable pricing strategies
for its customers which sometimes affects the net profit margins. Hence, ‘hypothesis I:
Price Transparency has an impact on the travel industry ' has been proved.

In today’s techno-savvy world. tourism is evolving with the itroduction of new
technology. The internet is the base of all the technological advancements. Today, the
internet has become a crucial part of human life. Anything that a human wants to know
about, he/she searches for. through an immense use of the internet In the tourism
industry, too, the internet has proved 1ts significance. It is the internet which creates a
want or a desire. through social media, to visit a particular destination in the mind of a
tourist. This desire, if {1 litions of an individual tourist, gets
comverted into the d ns are nothing but the cost of the
tour. The cost i by the tourist. again the use of
1 up more information about the
ar tourism product or service matches
atisfled. Hence. yporhesis 2: Price, internet and
parency has been proved.
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