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ExecutiveSummary

IBM has commissioned a study to explore the trends shaping the travelepcefe of
GenerationY and their purchasing attitudes and behaviour towards holigaysth the UK

and US marketsThe report focuses on vacation travpteferences and behaviors of
GenerationY through surveys, focus groups and personal interviews and pressigists

and findinggo IBM. The report also looks at potential new revenue opportunities and drivers
of profitability, new models driving futuregrowth and changingraveler tastes and
preferences.

The report examines a number of different issues, including:

A Consumer attitudes and behaviours in bot
A Current and futur e avel agerd segment ashttiey emergeefrona i r
the recent global recession.

A Anal ysi s o fnortardravel ageritsccén develap newenue sourcem the

future.

A Comparisons between the two nations and

A key input to this report is to develop an information gathering and purchasing model which
shows howGenerationY consumers (1-85years old) access information, recommendations,
offers and ultimately purchase a chosen product/service category i.dioviidaliday'.

The central thread throughout this report is an investigation into the options available to
agents as they seek growth and profitahilighilst also identifying consumer attitudes and
behaviours towards holiday8Vhile thetravel sector ha experienced significant growth in

the last decadeprofitability remains stubbornlyelusive for many travel agents and

understanding consumers is therefore of upmost importance.

This report explores some of the scenarios that shed light on wheneltise'y may find new
revenwe opportunitieslt focuses on issues such as greater collaboration across the industry,
shifting business model s, the opportuniti
changing demographic€onsumers purchasing behawt and charactersitics are identified,
with profiling groups, in both the US and UK markets for comparisons identification,

therely offering insight into strategic reenendations to IBM.

University of Hertfordshire and Texas Tech MBA Collective Enterprise Project
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Chapter 1: The Smart Organization

IBM Smarter Planet: Background

Il n conjunction with |1 BM6s Smarter Retai l
Texas Tech MBA teams have explorelgments of thénoliday retail environment as it is
evolving in both the UK and the US markets. As a result of several chamgearket
demands the holiday retail environment has experienced significant change. For example, in
the past traditional Abrick and mortar, o
providers were the main channel for consumers to purchase ymlifhereas today,
resulting from the internet revolution, several alternative options have been opened up to for

the consumer.

Thus, within the holiday market environment the purchasing behaviour of consumers is
changing in accordance to the change irhtacol ogy . Gl azer (1999)
markets are dynamic, turbulent, and information rich and are based on new kinds of products,
competitors, and customers. Correspondingly, Krishnamurthy (2006) argues this is necessary

to build a sustainable coraptive advantage in-marketing. As a result of changes in the

market environment for holidays, appropriate responses to these changes are necessary.

According to Willcocks and Plant, (2001) the most successful B2C companieaingd
Abr i c ks have leen tompakies dhat have the ability to integrate marketing, customer
service, and use of information and technology in order to deliver a profitable long term
strategy.

Consequently, the UK and US teams have collaborated together in order to exaenine
similarities and differences between the two markets in order to develop an information
gathering and purchasing model which shows how the new generation access information,
recommendations, offers and ultimately purchases holidétyategic recommefations are

made in light of this so that IBM can benefit from greater understanding into the consumer

markets and how to drive profitability with their travel agent clients.

University of Hertfordshire and Texas Tech MBA Collective Enterprise Project _
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The Big Picture:Problem StatemefMarket challenges should be includeukere

The holiday industry has changed dramatically since the advent of online purchasing.
Previously, consumers would have had direct contact with travel agents as their main point of
contact for purchasing a holiday. The internet changed this dramaticatlymeie and more

people buying online and with greater reach (Wells and Gobeli, 2003).

Figure 1: The 'Old' Picture

With the developing technology, and increasing number of consumers shopping online, this
model has changed, demdtin Figure 2 below. The online space is now a primary point of
consumer information search and purchase (Kotler and Keller, 2009).

<

Figure 2:The New Picture

University of Hertfordshire and Texas Tech MBA Collective Enterprise Project
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This purpose of this project, and the problem it is aiming to research in order to offer insight
and recommendations, is how travel agents can better compete within this changing
environment where consumers are increasingly making purchases omlitte online

providers. The online space can be used effectively for an organization to achieve to a

sustainable competitive advantage (Krishnamurthy, 2006).

This project is concerned with identifying how travel agents would offer a business model
that caters tohte demands and behavioral attributes of the Generation Y population, based on

how these consumers make decisions that ultimately determine what they purchase.

Chapter 2: The Smart Project

Brief
University of Hertfordshire MBA team and Texas Tech MBAntketo work together and

model the information search, purchase and decision making process of Generation Y

consumers with regards to holiday purchases in the UK and US markets.

Aims
University of Hertfordshire and Texas Tech MBA teams to explore, idergifglyse and
model the Generation Y retail environment evolving in the UK and US markets for holiday

purchases and offers recommendations where opportunities are identified.

Objectives
The project objectives are as follows in accordance with a spetafiget market; Generation

Y (consumers aged 18 to 35). For each three of the objectives there are specific factors

embedded for consideration, exploration and identification:

1. Formulate a model that maps consumer attitude and behaviour towards holiday

purchases for flights, flights and hotel, and package holidays.

The model must highlight why and how Generation Y consumers are accessing information,
recommendations and product offers. Build consumer profiles based on primary data

gatherings and research.

University of Hertfordshire and Texas Tech MBA Collective Enterprise Project _
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2. From primary data gathering based on quota sampling; conduct a

cluster/profiling analysis of these consumers towards these three services

Three questionnaires will be used to investigate this: one designed just for flights, one
designed just for flight@nd hotel (booked simultaneously) and one designed for package

holidays (flight, hotel, plus food or activities).

3. Identify how consumers are making their decisions.

Address and evaluate how consumers are making choices and ultimately making a purchase

decision.

4. ldentify how suppliers are changing their value chain in response to changing

demands within the industry.

In identifying how suppliers are changing their value chain, to also consider the impact (if

any) of branding and branding attributes.

5. Determine what current holiday package providers are offering, how firms
within the industry are competing and their tactics. Identify any potential

opportunities arising out of this.

In determining opportunities, client needs that are not being met asatisfied must be

considered.

6. Understand consumer interaction with intermediaries as part of their decision

making process.

Identify and understand how consumers are influenced by and to what extent by interpersonal

relationships.

Deliverables
The projectseeks to add value by providing insight into consumer attitudes that affect

changing consumer behaviour towards holiday purchases with regards to flights, flight and

hotel, and package holidays. This therefore offers IBM information on the Generation Y

University of Hertfordshire and Texas Tech MBA Collective Enterprise Project
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target market. This information can be used to create smarter solutions for their retail clients

(travel agents) to provide the purchase experience the target market is most looking for.

Project will map the start to finish consumer journey from decisiakimg to buying of
holiday packages, thereby providing IBM with knowledge of how their clients business

model has been or can be affected within this market.

Where potential opportunities are identified as a result of gaps in the markets, trategic
recommedations via possible solutions will be made according to consumer profiles

identified within the segment target.

They key value addition will be focused on thoroughly examining and analysing Generation
Y behavioural attributes towards holiday purchases] anderstand and identify the

differences between the UK and US markets.

Parameters
The following factors bind project scope and research base:

Who? Population aged 18 to 35 years old.
Where? The UK team will cover UK market and the US team will caver US market.

What? Three services: flight, flights and hotel and package holidays. Consumer attitudes

and behaviours towards each one.

Why? To offer I BMés clients (travel agents)

their value chain, customattraction and margins.

University of Hertfordshire and Texas Tech MBA Collective Enterprise Project m
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Project Planand Methodology:

Initial secondary esearch and exploratory readings will be conducted in order to provide an
understanding of the organisational and environmental arena, as well as relevant academic

theory and literature.

Group discussions thereafter will enable a preliminary questiontailee produced as a
result of taking into consideration secondary data already available. This will highlight what

primary date to collect to add greatest value in oral@btain project objectives.

The preliminary questionnaire will pave the foundatfonworking on questions and topics
to raise in focus groups and interviews as well as finalising three formal questionnaires to
collect from 336 people in the UK and US. Interviews will take place as well as formal focus

groupwhich will use collages as tool for gathering information.

Quditative research approach (egterviews and focus group) will enable to unvell
consumer attitude during thgurchasingprocess. Quantitative research seeks to quantify
consumer attitude in the rim of attitude scalesBrynman andBell (2007) suggest
guantitative outcome may not correctly reflect people's ‘'actual' behaviour. Therefore,
gualitativeresearch should aih interpret people's behaviour in terms of norms, value and

culturesof the group in the question.

Berg (2004) states getting participants to produce collages allows insight to their respondent
perception map. The research emp@vesponderst to definessues frontheir individual
perspective. It allows knowledge transfer and information sharing ghrdiscussion. The

survey outcome ia very powerful stimuli for group discussion.

Data analysis will be both guantative using SPSS and excel as well as qualitative.
Collaboration between both MBA teams after data collection and analysis is crucial for
comparisons, conclusions and recommendations to be made. The following spread sheet

details the project plan set

University of Hertfordshire and Texas Tech MBA Collective Enterprise Project u
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Activity Start Date|Completion Date|Occurance DatesOwner |Assignee
Company research 1st Feb 8th Feb UK + US |ALL
Exploratory readings 1st Feb 13th Feb UK + US |ALL
Group discussions on readings 13thFeb  [14th Feb UK ALL
Prelimanary Questionnaire start 13thFeb  [16th Feb UK + US |ALL
Ethics form completion 8th Feb 16th Feb UK BG
ETHICS FORM HAND IN NA NA 16th Feb UK BG
Call with US NA NA 17th Feb UK + US |ALL
Prelimanary Questionnaire end 17th Feb  [17th Feb UK BG
Prelimanary Questionnaire formatting 18thFeb  [19th Feb UK NS
Questionnaire Testing 20th Feb  |20th Feb UK ALL
PROBLEM DEFINITION HAND IN NA NA 24th Feb UK BG
Prelimanry Focus Groups 24th Feb  |27th Feb UK ALL
Discussion about focus group findings 28th Feb  |28th Feb UK ALL
Call with US NA NA 24th Feb UK+US |ALL
Final Questionnaire write up 24th Feb  [27th Feb UK BG
Final Questionnaire formatting 27th Feb  |1st Mar UK AP
Final Focus Group/Interview questions write u27th Feb  |1st Mar UK KP
Briefing for data collection days and plan 1st Mar 1st Mar UK BG
Data collection - Survey 2nd Mar 14th Mar UK BG+NS
Call with US NA NA 9th March UK+US |ALL
Focus Group 1 2nd Mar 14th Mar UK KP+AP
Focus Group 2 2nd Mar 14th Mar UK KP+AP
Discussion on data collection - mid way 8th Mar 8th Mar

12 Interviews 2nd Mar 14th Mar UK KP+AP
Discussion on data collection - complete 15th Mar  [15th Mar

PROBLEM INVESTIGATION HAND IN NA NA 16th Mar UK BG
Call with US NA NA 16th Mar UK+US |ALL
Data analysis - quantative 16th Mar  [29th Mar UK ALL
Data analysis - qualatative 16th Mar  [29th Mar UK ALL
Call with US - mid analysis NA NA 23rd Mar UK+US |ALL
Call with US - complete analysis NA NA 30th Mar UK+US |ALL
Comparisons 30th Mar  |13th Apr UK+US |ALL
Conclusions 30th Mar  |13th Apr UK+US |ALL
Recommendations 30th Mar  |13th Apr UK+US |ALL
Call with US NA NA 13th Apr UK+US |ALL
PROBLEM SOLUTION HAND DEVELOPMENNA NA 20th Apr UK BG
Poster preparation 14th Apr  |20th Apr UK+US |ALL
Poster finalisation 18th Feb  [20th Apr UK+US |ALL
Call with US NA NA 27th Apr UK+US |ALL
Presentation preparation 14th Apr 28th Apr UK+US |ALL
Presentation run through 20th Apr 28th Apr UK+US |ALL
Presenstation finalisation 25th Apr 28th Apr UK+US |ALL
PROBLEM IMPLEMENTATION HAND IN NA NA 27th Apr UK ALL
Call with US NA NA 11th May UK+US |ALL
Dratft of final report 29th Apr 7th May UK BG
Call with US NA NA 21st May UK+US |ALL
Finalisation of report 21stMay [25th May UK+US |ALL
FINAL REPORT HAND IN NA NA 26th May UK BG

University of Hertfordshire and Texas Tech MBA Collective Enterprise Project
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Chapter 3: Secondary ResearchUK and US markets

Market Dynamics

According to Wiley & Sons (2007), market dynamics refer to the changing price signals
which result from the constant changes in both supply and demand of any specific product or
products. This section of the report will examine changes in the macro environment of the
holiday market which may signal price changes resulting from changes in supply and demand
of holidays.

Changes in technology have fundamentally impacted the market for holidays in both the US
and UK. Globally, the Internet is changing the way that people workimamicate, and shop

and travel. The technology market is a fast moving, complex and ever changing environment
which presents the need to continuously adapt to the latest technological developments. The
online retail space for the holiday package industrghanging dramatically as a result of the
increased number of tech savvy consumers. For example, the emergence Web 2.0, socia
networks and social media as well as mobile applications have allowed the internet to become
more interactive as well as accddsi(Pendergask011).The development of tools for social
media is playing a greater role for online search and booking sites, with examples including
SkyscannerFoiFacebook, TripAdvisqrTrip Friends as well as Google TravElurthermore,

over aquarter of the UK population now owns a smartphone and an increase of 26% of

mobile users have accessed internet services on their mobile phones, (20ihigl

Changes in demographics have impacted the change in consumer purchasing behaviour
within the toliday market. The UK parliament (UK 2012) indicates that 10 million people in

the UK are currently over the age of 65 and predict that 5.5 million more elderly people will
be present in twenty years time. Thus, the estimated growth rate in the popslatiomarily

due to the ageing British population. As opposed to the older generation, who are typically
unfamiliar and uncomfortable with technology, the Y generation, as the first generation to be
born into the age of information, are seen as digital/est Pendergast (2011) suggests that

the lifestyle of this generation is global in nature as the loss of boundaries refers to the
sharing of knowledge through the World Wide Web. McMahon and Pospil (2005) also

characterize the social setting of the Y gatien as maintaining information connectedness,

University of Hertfordshire and Texas Tech MBA Collective Enterprise Project
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having the ability to multitask, as well as having a focus on immediacy and subsequently

intolerable of delays.

Changes in the economic environment are also impacting the purchasing decision of holiday
consumers. For instandga the UK unemployment rates are forecast to increase (Mintel
2011), which will have affect the disposable incomes of the population and thus fewer
purchases in the sector are expected as consumers begin to be more cautious of thei

purchases.

The travel industryhas seen an extreme recession followed by a slowlcrawards
recovery. There are essentially two types of travel one can look at: business and leisure. For
this particular researchywe are focusing onleisure travel, both iernationally and

domestially. In 2010, American residents spent over $526 billion on domestic and

international leisure trav@listravel.org2017).

The following figure briefly sums up the economic implications theel industry has for the
U.Smarket.

U.S. Travel Industry Impact

H 31.8 TRILLION GENERATED

TAXES - 118 BILLIOMN IM TAXES (DIRECT)

JOBS '*"*f'ﬁ I'ﬁ'lrﬁ”ﬁ'l rﬁ1rﬂ1rﬁ1 14 MILLION JOBS SUPPORTED

7.4 midlion {direct) B & milien {other indusiries)
HIUUSINESS TRAWEL (DIRECT) LEISIUJRE TRAWVEL (DIRECTY)» 3
SPEMNDING | $232.5 B i $526.1 8
} HE
taxes | ] s35.9e i 1 EDEX
JOES i* 2.1 millien jobs ** * i*‘ 5.2 million jolxx
PT—— ] : Meatings.
D pusponeral el Events & | Each U.S. household
: = e Incentive Travel
: mee e T would payw $1,000
SPEMNDING | 141.0 B Son. ! . .

. : & -+ = : more N taxes withowut
TAXES l $21.7 8 Isu_zB ! the tax revenus
soss | fp§ L3 mimen 842,000 | generated by

; W 1 Jobs hobs i travel and tourisrm.

* =1 million jobs

Figure 3: Impact of US Travel Industry
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Airlines

T

The airline industry has found itself on one of the most volatile industries around. Margins

are thin and during uncertain times, the leisure travel is the first thing the consenhyer f.

In the past twelve years, the only time years that have experienced a decline year over year,
have been after the 2001 (Septembéf attacks) and 2008 (financial breakdown) uncertain

periods (transtatbts.gov).

Table 1: Passenger Volume for Airlines in the past decade

2010 629,521,640 157,832,939 787,354,579
2011 637,479,080 163,663,361 801,142,441
2000 599,563,678 134,287,145 733,850,823
2001 559,618,055 122,907,077 682,525,132
2002 551,899,643 118,704,850 670,604,493
2003 583,293,766 117,569,855 700,863,621
2004 629,769,616 133,940,075 763,709,691
2005 657,261,487 143,588,422 800,849,909
2006 658,362,620 149,740,591 808,103,211
2007 679,185,450 156,250,990 835,436,440
2008 651,710,182 157,737,629 809,447,811
2009 618,067,255 149,571,971 767,639,226
2010 629,521,640 157,832,939 787,354,579
2011 637,479,080 163,663,361 801,142,441

Table 1 above shows a 1.75% increase in passenger volume from 2010 to 2011
(transtas.bts.gov 201J). This figure uses both the domestic (637,479,080) and international

(163,663,361) passenger toadm 2011

However, one thing to notes that there is no differentiatiobetweenbusinessd leisure

passengers in the figure alwov

University of Hertfordshire and Texas Tech MBA Collective Enterprise Project
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Hotels

North America Europe
2008 2009 2010 ' ooy 2008 2009 2010 '
-4.7% -8.9% 5.6% -4.2%  -6.6% 5.2%

Central America = =
2008 2009 2010 «' o . Asia Pacific
3.2% -16.6% 6.9% YOS 2008 2009 ¢ 2010 I
- £ (st kY -7.9% -62% 8.9%
. 15) Caribbean v WY ¢
~ | 2008 2009 2010 L Y A%
E1-46% -44%  0.7%
South America " Middle East & Africa
2008 2009 2010 2008 2009 2010 _
1.5% -7.1% = 9.5% 0.5% -11.8% 0.8% by

STR  Global Occupancy % Change, 2008 - 2010

N

Figure 4: Global Occupancy % Change, 2002010

Hotel occupancy has increasa 2010compared to the previous yeandicating an increase

in travel Keeping up with the trend, the 2011 occupancy rose 4.4% and in the process
became the first year since 2008 that occupancy rates crossed 60% along with average daily
rates of more than $10(6TR 201))

Market Challengesz The US

1) Taxes are ending

The United States, along with the rest of the world, are struggling to come out of one of the
most devastating recessions in history. The financial collapse spurred many innovative plans
to boost the economy. This resultedover $109 billion in incenties which directly and
indirectly affected the travel industry. Many small corporations were able to use airlines,
rental cars and hotels just to name a few services. The frequent use of these amenities kept
prices competitive and kept them profitablBut with those incentives ending in 2011, the
2012 travel season may seem affected singc
influential National Small Business Association (NSBA) lists 65 tax provisions that will
expire at the e n@btarihcerfiddehding in the Unitet Btates & yet to

be seen.
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2) Airline industry is struggling
Lowered margins have pushed the industries to become more competitive. These pressures
come from higher fuel cost and a much lower ability to travedart due to the consumer.

An interesting fact is that airline sales have increased 6.5% year over year. However, the
airline industry operates at a 5% margin (Investopedia.com) The tight squeeze has forced
incredible disparities between ticket pricéSo while some travelers gain an incredible deal,

others get spurned and might let that bad experience keep them from booking with frequency.

3) Lack of destination data
The nl need it nowo mentality has been a| g
Twitter, Facebook and other social media sites have created an instantaneous connectior
between consumers. Travelers see this type of instant information sharing ashet wdry
they cannot also access the same type of information. In other words, data collection on the
most remote tourist locations has lacked greatly. Travel agencies combat this deficiency by
hiring travel bloggers and writers to write about destination iBut with pers
coming (increasing demands on data) and global websites wanting to give equal prominence
to all destinations (requiring content from everywhere, globally, within a short timeframe)
this candét be ser vriicteedr shyo just a few travel
It is not just the travel industry that looks to fill the high information demands from the
consumer. Google Maps is racing to meet information demand by adding actual photos on
their map. Now, not only do you get an image of Stonehenge, lutyals see where it is

located in England.

4) Cyber theft / Insecurity
Although cyber theft does not affect whether a traveler takes a vacation or not, it does affect
how they go about booking. Cyber attacks into prestigious companies like CapitalOne,
Good e and Facebook have travelersd weary |ab

information.

5) Unemployment
Although the travel and tourism employment have increased by 1.2 percent in the fourth

guarter of 2011 after increasing 1.7 percepnt

University of Hertfordshire and Texas Tech MBA Collective Enterprise Project
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numbers (8.2% U.S. Bureau of Labor Statistics) are still too high taierpe a significant

increase in travel.

6) Travel spending
Real tourism has been on the rise over the past couple of quarters, but this does not mean tha
the industry is out of harms way. Sure there has been a rebound, but only a slight one that

does notompensate for several negative quarters of excess of 10%.

7) Market Crowding
The travel industry has become crowded due to a combination of increased competition and
lowered margins. The travel industry has become noise simply because of high levels of
competition, infinite media outlets and other forms of marketing strategies that have

hampered the normal working of this industry.

Market Challengesg The WK

The travel and tourism industrgelivers services to consumers that are traveling or staying
outside their homenvironment fornot more than one consecutive yegther for leisure,
business or other purposes (WTO, 199Bhe types of tousm services are domestic,

inbound or outbound

The UK abroadtravel for 2010 remairs low compared to2009, which is a downturn
discontinuity as claimedyoHPA (2012). The type of travel for UK residents consists of
holidays, vsiting friends and familyfor business and othé@dPA, 2011). Of which, 65.5%
of visits abroad by UK residents were for a holiga$¥9.53% were visiting friends and
relatives (VFR); 11.97% travelled for business and 2.97% travelled for other reasies i
year of 2009. Statistiaadicate that VFR remagithe primary driving factdior UK residens

to travel abroad.

For research pums e s, this report wi || f o c-businessn U
travel. The travel and tourism sector contribsiten average £2.5 biin monthly (ONS,
2011), wheredestinations aréor Europe (70%), North America (5.8%) and others (17.2%).

The following two tables depicts as discussed above.
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Number of visits abroad by UK residents: 200G 2010
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Number of visits abroad by UK residents by purpose: 2000 2010
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Tourism industry distribution infrastructure (Rowe et. al., 2002) is congoiebhighly
fragmented (tableelow). The sector originally operat@dtraditional service platforms,

which includetransportation, accommodation acatering, attractions, travel agent, tour
operators, and transportation service prowdd@wer the years, online retaitehave

overtken amajority of the market share in travel booking services. The diagram also shows
external online influences froma®h enging, social networking, fands and family and

traditional media.
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Popularity in technology usage, $u@s internet and mobiles has changszhsumer

behaviour in tourism shopping. 53% odnsumers use online platform (Mintel, 2011) for

information search across travel service providers before making any bookings. This implies
that the pace of process and transparency in information boosted the competitiveness between
market players and industry dynamand complexity (De Wit Meyer, 2010As dscussed

thus far, this is depicted below:

Tourism and travel services platform

: Search engine }
[
[

(e.g. Google) :
4

Travel blogs J

\

Onlinetravel \
retailer \\
~

{  Tradition media o === 7
| (TV/Magazine) | ! Friends&
____________ / : families .
| /
L DL R ———— 1
Online servicglatform | Socialization & media '
e e ———— Y,

Technology advancement placeshsumesin a stronger bargaining position. Consumser
have moralecision power to select their service provider, for example buying directly from

airline, tour opeaitors, ad hotel or through travel agents.

Consumers are empowered to raéihze their purchase (Schiman and Kanuk, 206vaking
decision on their travel deal comgition between flight, flight andotel and package deal
Consumers are consciousBtionalizing their purchase based on price and offstfiragn

multiple servce providers, from a wide varietf web sites.
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On the other hand, fragmented information sites also imply that consumer<migghtictant
to spend a significant amount of time reading content onlkrem the service provider
perspective, there is a need for an integrated service platform that capetudegersified
consumer expectation, for the market players to stay canveetor future sustainability.

In short, the competitive forces could be summarized by appiance FieldAnalysis
(depicted below The changes in holiday purchasing attitggiority in spending,
information accessibility, occun highly fragmeneéd market place. Thisasa great impact in
driving the tourism service providers to rebuild the information platform, seekirgre s

diversified tourism demandithin the market place.

Force Field analysis

DRIVING FORCE RESTRAININBORCES

+4 | +3 | +2 | +1 | 0| 1| -2 | -3 -4 |

Changes in consumer value stream (priority in
holiday spending, financial sectyi

Uncertain economy climate and growtl
Changes in consumer attitude on holiday

purchase (seléearch, control on decision making Pressure on tourisraervice format (one

hnol d I dv inf . stop information site, failing traditional
Technology advancement allows speedy informati service channe)

accessibility (Mobile network, gadgets)

Matured and saturated tourism marke
and rising pressures on environment;
and cost issues

Highly competitive and fragment market structure
(Online service provider & Google travel)

Given the economic downturrecent market research (Mintel, 2012) shows that consumers
remainconservative towards their future holiday spegdiFor examplel9.4% of

respondents felt pessimistic abole future economic climate.

According toONS (2011) theUK travel and tourism sector statigi@port indicate the
number of people travellghabroademairs stagnant (55.9 million) ovéne past 12 months.
Holidays havedecreased by 1% (36.3million), visit to friends or relatives has increased 3%

(22.2million), and miscellaneous reasoned travel has dedrég4®% (1.5million).
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Onthe othehand, thereceta nnounced O0Air Passenger Dutyo
and custom (HMRC, 2012) is believed to have negative impact on the suffering tourism

sector (BBC, 2012). Prices of air tickets may increase in the near future (BBC, 2012a).

Additional Travel Factors

Internet Impact

Internet Users in the World
Distribution by World Regions - 2011

12.0% 10.4% B Asia 44.8%

Ul Europe 22.1%

B Horth America 12.0%

B Lat Am / Caribb 10.4%
_| Africa 6.2%

O Middle East 3.4%

B Oceania / Australia 1.1%

Source: Internet Waorld Stats - www.internetworldstats . comdstats hitm
Basis: 2,267 ,233,742 Internet users on December 31, 2011

Copyright® 201 2, Miniwatts Marketing Group
Figure 5: Internet Users by World Regions

The United States market has a 78.3% Internet usage population penetration with over
245,203,319 inhabitants (InternetWorldStats.carhjlst Europe has 22.1%.Such a high
penetration rate poses a great amount of influence of the American market. This type of
influence includes communicatipshopping and traveHence the need for all industries,

product and service based, to makartionline presence known.

In the next five years, the online travel industry will be shaped not just by rising connectivity,
but faster speeds and new technology platforms of multimedia content (Mintel 2011).

The online retail space for the travel ustry is changing dramatically as a result of the
increased number of tech savvy consumers. For instance 40% of the US population now
owns a smaphoneand 38% in the UKMintel 2011).
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An increased level dhternetusage is changing the way consumers are purchasing vacation
packages. For instandggure belowsuggests that only 15% of holiday package consumers
visited atravel agent while a majority access$ksInternetto browse for ideas, search for

informationas well as purchase their package.

Vacation Planning Activities

Dedded on a destination first S1

Look ed at customer reviews online 22
Browsed for package deals online ———— 2|
Used a price comparison website 20
Began by Googling around for ideas 19

Spoke to friends/relstwes ) 15
Visted s travel agent 15
Decided on my budget first | 15

Dedded on the type of holiday first Fe——————— 14
Browsed online video contart/photos e————— 3
Lookad at travel sactions in papers/magazines ———— C
Used 3 mobile device to plan my holiday e 3
Gotideasfrom a fim/TVprog s 3
Gotideasfrom online sodal mediz e 2
None of these e— c

V] 10 20 g 1 40 50 60
% ol esposdents

Figure 6: Survey of Vacation Planning Activities

Source: Mintel 2011

The consumer journey leading to the purchase of vacation packabeth the US and UK

has evolved to incorporate a plethora of sources of information leading to complex
motivations and influences that ultimately determine the purchase. For example, The British
InteractiveMedia Association forecasts that 90% of global web traffic will ew by 2013,
(Mintel 2011).

Figure7 illustrates external macro environmental forces, including technological, economical
and sociecultural forceghat are impacting the market for holiday packadés overall US
population is estimated to increase by 0.9% each year. This growth can be attributed to the
ageing demographic, (Mintel 2011). Furthermore, unemployment rates are forecast to
increase, whie will have affect the disposable incomes of the population and thus fewer
purchases in the sector are expected as consumers begin to be more cautious of thei
purchases, (Mintel 2011 ).
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External Macro Environmental Forces

wTax policies
Political wGovernment Issued Travel Advisories
wTrade agreements and tariffs*

wEconomic recession (Domestic/global)

Economical |esdkaiioiian
wlncome levels

External Macro
Environmental

wAging population Forces

SocieCultural ERUGERERIERNES
wEducated and a teekavvy generation

wEmergence of social networks & media
wlncreasing popularity of smartphones
winternet as a commodity

Technological

Figure 7: External Macro Environment Forces

Travel Agerties

Five Competitive Forcesf Travel Agencies

Industry Rivalry:

The industry is lghly fragmented with intense rivalry. Most of the organized traggnts
are present in big cities. Industry rivalry is intense but nettmatat because of low switching
costs, low levels of product differentiation, perish ability of products, diversity of rivals, and

since exit barriers are not high, fixed costs arehigh, market growth is good.

Supplier Power:

Direct reservation systems now dictate information availability and allow dynamic pric|ng.

The airline with the highest market penetration of direct reservation systems and the widest
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schedule is most powerful. Airlinedictate prices / schedules, so powerful. Exploiting th
power,large airlinesbegin to offer differential pricing, based on amount of businBsszel

agenciexompete on local knowledge of airline schedules and prices.

S

Substitutes

Alternative means of transport, direct purchase from airlines requires greater effort.

New Entrants:

There are high doriers to entry because of need for local knowledge. Barriers to el
lowered by free system availability, but raised by need for training in system use. In ord
be competitive in this market, they need to enter into taagde contracts with supplis.The

industry is a high capitahtensive industry.

ntry

er to

Buyer Power:

Low switching costs, i.e. buyers can choose among other providers with relative ¢
Internet booking and social media are playing an important role in giving unprecedg

power to thebuyers who can easily bypass the travel agent/agencies.

ease.

nted

Opportunities and Threats in the Market

Opportunities Threats

Increased user specific tools (McMohon | Recession leading to decreased disposabl;

and Pospil 2005) income (Mintel 2011)

Increasing amount of internet users Ageing population (UK Parliment 2012)

(Pendergast 2011)

Low cost (Mintel 2011) Political unrest and Safety (Pendergast 20

Globalization (Pendergast 2011) Increased unemployment rates (Mintel 201
Deeper Recession (Beemer 2009)

Figure 8: SWOT Analysis for US and UK markets
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SWOT Analysis fofTravel Agens

Strengths

Business class
High quality servicesand tours
Experiencedtour guides
Front-line staff with language
ability

Low customer to employee ratio
Staff who are highly trained

and qualified to organize
vacations

1 A truly unique, high end,
service offering

= =4 8 =2

= =4

Figure 9: SWOT Analysis of Today's Travel Agent
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Understanding GeneratiotY

Identifying the Customers

Initial expectationsbased on secondary research and preliminary data collection through
informal focus groups indicates a segmented consumer base foryhpidkagesA key
objective of this project is to segment this group consumer profiles which reflect consumer

motivations that lead to purchase.

Identifying the Requirements of Customers

In order to successfully proceed through the consumer behaviour process map, certain
requirements must be met. Based on secondary data and preliminary research a set of
suggestive customer requirements have been identified as focussing on five performance
objectives: cost, quality, speed, flexibility and dependability (Slack et al 2007). Of which,

two key performance objectives have been suggested, cost and speed.

It is suspected that specific consumer profiles within the segmented group will place more
value on certain performance objectives. Preliminary data collected from focus groups

implies that the cost performance objective is a key determinant in the consumer purchasing
process. Cost was identified as influencing and motivating the initiation @ntime process

as well as each individual stage.

The speed at which consumers are able to move through the consumer purchasing process i
also another essential determinant for the Y generation, which is the majority of the sample
population in this resech. A related study characterized the Y Generation as having a focus

on immediacy and intolerance for delays (McMahon and Pospisil 2005, cited in Pendergast et
al, 2010). Also, the need for rapid access to information was identified, (Pendergast 2010).
These characteristics have been supported with preliminary focus group data that highlighted
the issue of time and ease of access to information throughout the stages of the holiday

package purchasing process.
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After extensive primary data both qualitative and quantitative in nature is conducted a set of
competitive characteristics that a firm must exhibit to be a viable competitor in the
marketplace, order qualifiers, as well as winners, which cause the cosstonehoose

specific holiday packages over other competitors will be established (Hill 2000).

It is suspected that the current consumer process map does not deliver the preferred custome
requirements. Thus, a crucial objective of this project will beigilight the gap that exists
between what is demanded by consumers of holiday packages and what is supplied. Certain
aspects of the process have been emphasized in preliminary data that suggest potential for
improvement. A possible recommendation to ioya this process to better reflect the
motivational factors influencing purchase decisions is to integrate the information search and
gathering process to reflect the loss of boundaries and enclosure which refers to the sharing
of knowledge and informatio online. The result is a flattening of the value of expert
knowledge (Pendergast 2010). If the ability to access required information was altered to
reflect this, it could result in a shortening of the time in which it takes a consumer to

complete the puhasing process and could potentially lead to more purchases.

Chapter 4: Exploratory Research

Model of current process:

In accordance with current research, the following is a suspected consumer process map
highlighting consumer behaviour and stégdsen from needs recognition to information

search, evaluation and ultimately purchase. The questionnaires and focus groups are aimed at
testing this hypothesis to identify gaps and/or issues that can be addressed and solutions to be

recommended.
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Options:

Provider websites

Social media

Need
recognition Word of mouth

Friends/family
Blogs/Travel Sites
Q TV/Magazines
Search
Spontaneity %
Breakfrom work/life stress %

New experience
Shortlisting/
Gathering

Drivers:

Social interaction

Achievement

B 2

If suits, next stage. Influences:

Methods:

Comparisons

If not, go back tanformation Cost, flexibility,

search stage. Friends/Family

Purchase

Figure 10: Purchase Model
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The motivations for consumers during the initial need recognition phase of the holiday
purchasing process mapolve the fact that consumers are highly influenced by friends and
peers (Pendergast 2012). The main reason stimulating the need to go on holiday has beer
suggested by Pendergast (2012) as stress relief. Furthermore according to Richards (2007) the

newgeneration of holiday consumers are actively seeking experiential holidays.

Subsequently, after the initial need has been recognized the consumer begins to search for

information. This stage reflects the change in consumer attitudes in reference e ifast
behaviours. For instance, McMohan and Pospisil (2005) highlight the need for immediacy
and the intolerance for delays within this generation. Pendergast (2012) also elucidates that

the new generation is primarily visual and multisensory in bebavio

During the next stage the consumer short lists several options and continues to search for
online reviews as well as referencing virtual and real networks for advice in helping to
finalise an option. Pendergg@&012) characterizes the new generation of holiday consumers
method of searching for information as typically participative and viral through a network of
friends. At this stage the consumer attitudes regarding safety play a significant role in the
decisbn making process. Pendergast (2012) highlights the new generation as the first
generation to be born into the age of terrorism thus these individuals are particularly

concerned with security issues such as crime and terrorism.

Finally during the evaluatio stage the consumer filters down to a single holiday option

where final concerns regarding safety, budget and reviews from external and internal
networks are utilized. Fields et al. (2008) explains the paramount importance given to
budgeting and safetyhais this concern is a significant factor in the decision making process

during the evaluation stage.

It is important to note that the map is not a smooth linear process. For example, the three
previous stages; information search, short listing and evafuate all iterative processes in
which the consumer returns to several times before proceeding to the final purchase stage.
Once the evaluation stage is successfully completed and the consumer requirements are met
the final purchase can be made. Durthig stage, the quality of the website and information

are significant factors that can either aide or deter the successful completion of the process

map.
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Interpersonal influences and the internet:

One of the most influential factors being investigatethe surveys and focus groups is
aimed atword-of-mouth(WoM) and how this influences consier behaviour. Below
diagram depics the scope and interactivity-8%eM: interpersonal influence andaM are
ranked the most important information source whenr@sumer is making a purchase
decision (Litvin and Goldsmith, 2008).

Many - to -Many Blogs and Virtual
Communities

Newsgroups
e.g. Google Group

Communication
Scope

Websites, Product
Review & Hate Sites

One - to-Many

Chatrooms

One-to-One Emails
Instant
Messaging
>
Asynchronous Level of Interactivity Synchronous

Figure 11: Word -of-Mouth in Purchase Decisiondor Travel

Source: Litvin and Goldsmith (2008)

The internet has presented marketers with new avenuesptoventheir effectiveness at
communication and develop new approaches to acquireedaid customersOne aspect of

this is the phenomenon of online interpersonal influence, because a key principle of consumer
behavior is that customers have the abiityexert influences upon each other. Consequently,
marketers seek to manage interpersonal influence with the spread of electronic technologies

that has caused an increase in customer interactions wittotreech
Litvin and Goldsmith (2008) suggest thelfoling factors for marketers to consider:

1 Hospitality and tourism product offerings, as intangible goods, cannot be evaluated

before their consumption, thus elevating the importance of interpersonal influence
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1 Many hospitality and tourism products a&en as highisk purchases, for which the
emotional risk of reference group evaluation is an important aspect of the decision

making process.

1 Tourism industry is intensely competitive, suggesting that the use of online

interpersonal influence may provide important competitive advantages for early

adopters

Focus Groups & Personal InterviewsUS

Findings Group Implications Recommendation
Invitation by friends is a stron¢ Social Peer influence and group |Of f er -afir e
motivator to plarfor a vacation| network | travel play a prominentrole f r i e n d @/ 0O
WoM by a friend influences | Social in vacation planning. Thisiif r i endo d
destination preference. network | two-fold as it applies to bot
Groupvacation reduces Budget | social belonging and budge
financial obligation considerations.
AFl ash sal ed ¢Online Popularity of flash deals is | Offer more visible
tempting but need refinement| tools on the rise. If travel flash deals
for larger public acceptance concerns are addressed, it| addressing trust
can be a potential strategy | concerns of
use. customers.
Convenience and ease of Online Websites need to be user | De-clutter website
website usage is a huge facto| tools friendly. information and
improve Ul.
Farther trips mean longer time Planning | There is alirectrelationship
to plan. But booking time between travel distance an
remains the same for long or planning time.
short trips.
Kayak is a preferred site for | Online Il nf ormati on Incorporate
information about flights. tools are the primary points for | information
data collection. gathering interface
onto travel
websites.
First buyer experience of the | Online Experience guides future
website plays an important | tools purchase behavior.
role.
GenY does not value loyalty | Brand Irrelevant to GeyY. Loyalty is towards
as much as the previous benefits or rewards
generations. being offered.
GenY does not refrain from | Planning | Price trumps convenience.
booking multiple flights or do
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a mix-n-match if provided with
a cheaper optian

Activity is the top priority Planning | Destination activities are th
when it comes to decidingn a primary attraction points.
destination. Flight is next and
hotel comes last
Orbitz is a preferred website | Online Websites that offer price | Competitive on
for booking becaustneydo tools matching argopular. pricingand a sense
price-match. of fairness.
Priceline etc. not famous yet | Online Bidding model sites have
tools not reached a level of

acceptance common to

travel sites due to lack of

awareness or confusion on

terms.
Booking: Planning | Perceptions of flexibility,

a) All Separate:

Pick and choose, cheaper,
convenient, budget constraint
flexibility, domestic travel, no
restrictions.

b) Combo:

Hidden costs, Only when
accompanied with parents or
family.

c) Complete Package:
Hidden costs, very rare, family
involved, travel agent,
restrictiins

cheaper fares and
transparency in booking
everything separate over
package deals.

Packages are preferred
when travel involves
families for the sake of
convenience and peace of
mind.

There is a tradeff betweemair
fare and hotel budgets

The costlier the fare, the
lower the hotel budget and
vice versa.

Credit card membership
benefits decide the budget.

Maximization by making use
of Rewards

Planning

Risk Factoii Travel Insurance

Budget

Figure 12: Findings from Focus Group and Personal Interviews

A prominent theme discovered withthe focus group andinterviews was budget. Budget

was a top constraint for many of the participants. Most decisiodsbahaviors revolved

around it: this is redant to both the US and the UIAs far as motivations are concerned,

theyusually start with invitations from friends to go on a vacation, while vednhouth was

identified as the most common influence on destinations chdselating back to

interpersonal influences discussed previosuly)
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When asked about the current online booking preferences, the participants mainly pointed to
convenience and ease of use of the website as a huge factor in their preference for one servic
overanother. Convenience included travel information options, price comparisons and related
services. Ease of use mainly refers to the ease with which the above information was obtained
and presented to them. Among travel booking websites, a preferenceebtlsit feature
options such as priematchng and rewards was predominantlypegssed. As a resultydre

was no general preference among the various travel websites, with the preference usually
going to the site that offered the lowest price for a givign Based on the discussions, it was

al so stated that the first experience with
customer goes back to the site for booking.

Further away trips may mean longer time to plan, but booking time remainsanee for
either long or short trips. This shows that the majority of time is invested in information
gathering and decisiemaking rather than bookingself. Overall, among the three modes of
travel booking, booking everythingeparately seems to be asated with lower costs,

convenience, flexibility (no restrictions) and within their budgetary constraints.

The most interesting outcome of the personal interviews was the application of technology in
the marketing functionPeople suggested that promosoand discounts could be tied to
facelook likes or twitter feeds. Theterviewees also suggested mobile apps for travel
agencies. These mobile apps could assist customers while travel and also provide them

assistance if need arises.

Travel Agentinterviews

Observations Explanation
Cruise bookings on the rise Cruises are easy to book. They enjoy the
inclusive factor.
Resorts bookings on the rise All -inclusive factor, promotions and easiness
Older generations are more frequ¢ Younger travelers stay away from travel agen
thanGenerationY because of the internet. Many Generaffbnome to

book oversea travels since they do not know whg
expect, very rare though.

Most bookings are regional The culture in West Texas is to telvregionally.
Most distant trips are to Cancun and Acapu
Mexico.

Visit agency for information Travel is new to most Generatidh (international
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travel that is)

Book packages

Visitors avoid individual pieceneal deals
GenerationY seek packagedeals.

GenerationY visit to book for a

Most visitors expect to receive deals for book

group multiple people. Having the agency do the book
makes planning much easier.
Seek perks Young travelers seek free meals, added service

an agency discount with service providers. The-C
Y see agencies as an option, not THE option. T
do not value agencies because they feel they are
than capable of typing a booking into Google.

Seek experience

GenerationY travelers ask for more of th
unconventional trip. They are not as drawn to
Amega attractions. o TI

Figure 13: Excerpts from Travel Agent Interviews

The above figurgives the summary of what 6 travel agents respontedtaGeneratiotY.

Some of the responses were generally the same when asked about travel habits and the

purpose of a youngaveleb s v i

sit to the agency. To

held these interviews via phone, so as not to disrupt their normal customer (navel

Agencies: National Travel Systems, Envoye Travel, Bell Travel Systants,National

Travel Systems)
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Focus Groups and?ersonal Interviews UK

Ideal Holiday: How you feel buying a holiday:
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Consensus and summaries from focus groups:

Overall from the focus groups the following points were raised and identified:

1 People find booking holidays quite stressful, when compared to just thinking of
holidays isseen as fun and relaxing.

1 Itistime consuming to book a holiday because of the various amounts of information
sifting involved.
They have to constantly search for what they are looking for from several sources.
Those with family have to take into congidigon more details because of children.
Flights are bought independently usually because of better prices or because the
consumer has somewhere already to stay (such as with friends and family).

1 Package holidays are bought by families mosttpnveniencand value for money.

Particular discussion points:

Considering the last time they booked a holiday, they were unhappy with the following

aspects of the purchasing process:

Hectic information search process, fragmented service platform, not consistent drioo

many web sites with different presentation styles to consider.

Improvement recommendation:

A service platform that provide customization, price flexibility, more bundle options,
post purchase support that provides a one stop enquiry support (customer service that
provide intimate interaction, such as travel agenda, connecting transportation).
Customised travel recommendations based on previous purchases and profiles. One

user platform integrating all information sources into one.

Interview summaries:

1 Find that travel agents do not listen.
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9 Like customisation to some extent. Maleeommendations based on profile and

previous purchases.

1 Do look for and trust recommendations

Websites sometimes do not reflect realitiy terms of pictures.

Not enough flexibility

Chapter 5: Research Findings

Consumer Attitude & Behavior Model

T

Thefollowing two diagrams depict the proposed consumer purchasing process based on the

primary and secondary data collectidiese process maps take into consideration the

behaviours, atttitudes and interpersonal influences of Generation Y holiday consumers.

Reason:

1.Selt-Awareness
2.Social-Relation

Preparation Time

Purchasing Consideration

1.50cil Media
. LInteraction with Surrounding

Accommodation '
1.Hotel /

2.Social Relation

Information Source: J

“Influence of Social Media
1. Trust Recommendation
rative Review(-

Decision Time

Figure 14: Proposed Consumer Decision Process

Product Purchases

)
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Figure 15: Consumer Attitude & Behavior Model
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