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Outbound agents need not fear Internet

AFHFZE Staff reporter

FEMEZEEM - PRAABRNBERARLBEIMERSEE -

Disintermediation may not happen in the outbound industry if its traders leam the tricks.
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t has always been the case that the inbound industry has at-

tracted so much attention of researchers that its counterpart, the
outbound industry, has generated just a few studies. The TIC there-
fore invited several years ago its then Independent Director Profes-
sor Kam-hon Lee to carry out an in-depth study of the outbound
industry in a bid to make viable recommendations for its next level
of achievement. The study was completed in 2008, and an abridged
version of its report was published in The Voice (see “Cover Story”,
No. 4/2008).

In the study, a total of 56 outbound agents with different sizes
were interviewed face to face, and 92 business categories were found
on the basis of the interviews, which could be classified into 10 cate-
gories: package tours - wholesale and retail, ticketing - wholesale and
retail, hotel reservation - wholesale and retail, air-plus-hotel packages,
corporate/business travel, MICE (meetings, incentives, conventions
and exhibitions) travel, and others.

The study found that these outbound agents, when inter-
viewed back then, considered the business of package tours -
retail and MICE travel to be the most encouraging whereas the
business of hotel reservation - wholesale and retail, and ticketing
- retail to be the least encouraging. Why they held such views was
not explained in the study report, though some recommendations
for better business performance were given. As the basic situation of
the outbound industry has largely been the same since the study was
completed, their views should also be more or less the same if they
were to be interviewed again now, which serves as the starting point
of some new ideas about the industry raised here.

Why is it that outbound agents have considered the business of hotel
reservation and ticketing to be the least encouraging? and the busi-
ness of package tours and MICE travel to be the most encouraging?
To answer these two questions, we need to understand that there are
roughly two types of product and service (Type I and Type II) in-
volved in supplier-consumer transactions, and that despite their
differences, there is no clear-cut boundary between the two and
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in some cases the products and services of one type may possess
some features of those of the other.

As typical Type I products and services are generally rather
simple and their quality is easy to tell, the mode of transaction
is usually one of “payment on delivery”, which means the trader’s
work is largely done when a product or service is delivered and the
payment is received. Some traders will provide after-sales service in
the hope that their Type I products and services may possess some fea-
tures of Type II products and services, thus giving them a competitive
edge over their rivals. Profound knowledge is hardly required in the
sale process of typical Type I products and services, and the most dif-
ficult part of it is to attract customers, which is traditionally achieved
through placing advertisements and cutting prices.

Typical Type II products and services are very different
however, in that they are much more complicated, each product
or service having many interweaving components and the qual-
ity of each component contributing to the overall quality of the
product or service, thus making the overall quality difficult to
judge. Their mode of transaction is many and varied: sometimes pay-
ment is made in advance, sometimes a deposit is required, sometimes
payment is made in instalments. Given that a period of time is often
needed in order for the trader to deliver Type II products and services,
which means the transaction is not completed until after that period
of time, the trader has to be cautious all the time in ensuring that each
component can live up to the customer’s expectations.

Let’s get back to the question raised above: why do travel agents not
think highly of the business of hotel reservation and air ticket
reservation? Because these two areas of business, basically, be-
long to Type I products and services. Since the Internet has gained
popularity and especially after mobile technologies have seen rapid
developments, not only has it become child’s play now for travellers to
book rooms and tickets directly on the websites of hotels and airlines,
many websites comparing the prices of rooms and tickets offered by
different hotels and airlines have also sprung up. Small wonder, then,
that the mere booking of hotel rooms and air tickets has become typi-
cal examples of Type I products and services. That said, if outbound
agents are able to offer extra and tailor-made services to their custom-
ers, they may have a chance of making their typical Type I products
and services possess some Type II features, thus increasing their com-
petitiveness.

On the other hand, why is it that the business of package
tours and MICE travel is still promising? Because they are Type
II products and services. Take the package tour. A traveller, after
signing up for a tour and paying the tour fare, has still to fly on a
plane, stay at hotels, taste meals, see attractions and return safely to
the place of departure before he or she can say that the trip is finished
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and the service is delivered by the outbound agent. As for MICE travel,
it is even more demanding than ordinary package tours since the
venues for conventions and exhibitions at the destinations, apart from
transport and accommodation, have to be arranged, and the activi-
ties on the itinerary have to be more flexible and with greater variety.
To provide this type of travel product and service in a satisfactory way
needs plenty of manpower, effort and expertise, which could hardly be
replaced easily by one or two new technologies.

Many people have kept predicting that the Internet will eliminate
middlemen by putting suppliers in direct contact with consumers, thus
reducing prices. This view is half right and half wrong; it all depends
on whether the products and services in question belong to Type I or
Type II mentioned earlier, and whether the products and services of
one type possess features of those of the other type. Since Type I
products and services are rather
simple, their traders as middle-
men may be cut out by the In-
ternet if they fail to make their
products and services possess
some Type II features. As for
traders of Type II products and
services, if they perfunctorily
deliver them, thus failing to
satisfy their customers, then
their products and services
may lose Type II features and
become similar to Type I products and services.

As far as Type I travel products and services are concerned,
outbound agents need to strive to make them possess some Type II
features in order to avoid the disintermediation effect brought about
by the Internet in so many other industries. How it can be achieved,
specifically, hinges on many factors including the manpower, cost
structure, market position and business model of individual outbound
agents, and there simply is no panacea suitable for all.

As for Type I travel products and services, the situation is more
optimistic. In the case of a package tour, for example, the Internet can
only get rid of the trouble of signing up for the tour and paying the
tour fare, but never the travel service itself. A traveller has to go to the
destination in person and then return to the place of departure - only
then can the transaction be said to be completed. Outbound agents
need not be afraid of being eliminated one day as long as they, when
delivering the travel service of a package tour, which involves many
components such as transport, accommodation, meals and sightsee-
ing, can make sure, by acting as competent supervisors, that each
component of the service is provided to the satisfaction of the travel-
lers.
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Although Type II travel products and services mainly include pack-
age tours and MICE travel, only package tours are discussed here as
they concern ordinary travellers. The transaction process of delivering
services for package tours is roughly made up of two steps: first, to at-
tract customers to sign up and make payment and second, to deliver
the services within a certain period of time. The focuses of the first and
second steps are, respectively, on attracting customers and on ensur-
ing that they are satisfied with the services. To succeed in the first
step, the general approach is to compete on price, on features, on
convenience and so on, but there is one more thing that is often
ignored: to compete on honesty by never exaggerating in adver-
tisements or using misleading promotional tactics. For example, in
a package tour advertisement, if the place of accommodation for the
tour group is“A Hotel or B Hotel or another hotel of the same rating”,
then the A Hotel and the B Hotel must be of the same rating (see Cir-
cular C1544 for details).

Despite there being many a way to success in the second step,
namely to make travellers satisfied when the services are provided,
it has, put simply, two sides, the active and the passive. The “active”
side means that outbound agents need to make such arrangements as
transport, accommodation and sightseeing as satisfying to the travel-
lers as possible, or even beyond their expectations. As for the“passive”
side, it refers to how outbound agents will handle all kinds of problem
the travellers may run into during their journey: small problems such
as lost travel documents, stolen luggage, flight delays, etc, and big
ones such as traffic accidents, natural disasters, terror attacks, etc. The
value of a package tour lies in its outbound agent’s ability to erect a
protective shield for the travellers through its unique advantages such
as broad experience, professional knowledge and local connections
so that they can enjoy various kinds of experience with their mind at

ease.

Danish fairy tale writer Hans Christian Andersen (1805-1875) asserts
in his autobiography that “to travel is to live”, which, to many 21st-
century Hongkongers, is amazingly true as they will grab every avail-
able moment to travel to places near and far. Travel in today’s world
is much safer than a century ago, but it is nowhere near a risk-free
world. Outbound agents, whether they sell Type I or Type II travel
products and services, need to exert themselves from now on if they
wish to continue to thrive, in an effort to prove their value to travel-
lers that they can help them resolve problems big and small should
they bump into any before, during and after their journey. I
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