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Sterling service is bedrock of service fees

AFFLHE Staff reporter
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Over 60 members attended a seminar, and agreed that the fee-based model is viable.
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ver the past decade or so, ticketing agents have been hard hit by
O the reduction or even elimination of commission from airlines
and the growing popularity of Internet booking of air tickets by travel-
lers. Now that the business environment has changed, ticketing agents
should realise that they can no longer rely solely on commission. To survive
in adversity, they must change their well-established business model.

To help members ponder their future direction, the Training Com-
mittee held a seminar on the strategies in the changing ticketing envi-
ronment at the TIC Training Centre on 11 July 2012. Four guest speakers
from the industry and academia were invited to talk about their views
and exchange ideas with 63 attending members.

A fee-based model is viable, but ...
The first speaker was Ticketing Committee Convenor Mr Larry

Lo, who suggested several strategies to tackle commission cuts: (1)
lower operating costs; (2) shift the business focus to leisure travel
products unaffected by commission cuts; and (3) establish a service
fee-driven business model. The value of travel agents lay in their pro-
fessional knowledge, a good grasp of the information of products on the
market, and the ability to select products that best suited the needs of cus-
tomers. As long as their services were first-rate and professional, custom-
ers would find that the service fees were well worth paying. Once the fee-
based model was accepted by customers, travel agents could secure long-
term profitability.

Mr Edic Sun, a part-time lecturer of the School for Higher and
Professional Education, the Vocational Training Council, pointed out that
SME retail agents might adopt either a professionalisation or a low-
cost strategy in order to compete. The former meant developing unique
products or focusing on niche markets, which could help raise the over-
all standard and professional level of the industry but which required
more resources for continuous enhancement of products and services. A
low-cost strategy was to offer a large quantity of standardised products
at a low cost. While its merit was that customers would find reasonable
prices satisfactory, it would drive profits down, and new competitors
could easily enter the market, thus intensifying competition. He con-
sidered that the role of a modern travel agent had changed from
a middleman to a consultant, who should cultivate a long-lasting
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(From left): Mr Jackie Tong, Mr Anthony Pang, Mr Edic Sun and Mr Larry Lo discuss ways to meet
the current challenges with members.
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principal-agent relationship with customers. Adopting a fee-based
model was a desirable approach to future development.

... how to collect service fees?
Another speaker Mr Anthony Pang, General Manager of Farrington

American Express Travel Services Ltd, gave an account of his experience
in adopting a fee-based model. He remarked that travel agents used to
earn money from airlines, but with the fee-based system in place, they
would earn money from customers. Any fee-based schemes adopted
by travel agents should be transparent, with the scope of services and
their fees clearly stated in contracts signed with customers. As to how to
make customers accept such a model, he believed that customers would
be willing to pay the service fees so long as travel agents could create
value for them.

On the method
of retaining custom-
ers, Mr Jackie Tong,
Director of Travelux
Ltd, stressed that travel
agents should be
customer-oriented
and build a sound
relationship with their
customers. As a good
service attitude could
engender customer
loyalty, he attached
much importance to
staff training. Although it was convenient to make travel bookings on-
line, the Internet was unable to replace travel agents because it lacked
after-sales service and flexibility.

The attending members agreed that customers would not
mind paying a service fee provided that the services provided by
travel agents were invaluable. Some members stated that since the
trend of commission reduction was irreversible, travel agents had
to adapt themselves to the changing business environment and
train their staff to provide better services. They should also know
the needs of their customers, provide them with up-to-date prod-
uct information and offer good after-sales support. In short, quality
service is the cornerstone of the success of a fee-based system.

Since the first airline cut its commission to travel agents in 1999,
many airlines have followed suit and some even dropped the com-
mission altogether. The best strategy for travel agents is to prepare
themselves for the zero commission era and help customers adapt to
and accept the fee-based model. Even though success cannot be easily
achieved, can they afford not to take the first step even now? [«
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