University of
Bedfordshire

Title The Channel Relationship Between Tour

Operators and Travel Agents in Britain and
Poland

Name Dorota Uma

This is a digitised version of a dissertation submitted to the University of
Bedfordshire.

It is available to view only.

This item is subject to copyright.



THE CHANNEL RELATIONSHIP
BETWEEN TOUR OPERATORS AND
TRAVEL AGENTS IN BRITAIN AND

POLAND
DOROTA UJMA
Ph.D.
Ke@b t EA?U‘,% C‘sﬁ\&,
Uiy
;:m 5«9—@2?(};(: @Qé . ‘
N e
(L LL 3MmM g !

me S——

University of Luton Q@%@ o CN:)



THE CHANNEL RELATIONSHIP BETWEEN TOUR
OPERATORS AND TRAVEL AGENTS IN BRITAIN AND
POLAND

by

DOROTA UIMA

A thesis submitted for the degree of Doctor of Philosophy of the
University of Luton

Luton Business School

University of Luton

Park Square

Luton, Bedfordshire

LU13JU October 2001



THE CHANNEL RELATIONSHIP BETWEEN TOUR
OPERATORS AND TRAVEL AGENTS IN BRITAIN AND
POLAND

DOROTA UIMA
ABSTRACT

The aim of this research was to compare the distribution channel relationships in two different
tourism markets: the mature market of Britain and the evolving market in Poland, with a view to
assessing likely courses of tourism development in Poland. Relationships in channels of
distribution can be understood as all the interactions, processes and flows taking place between
companies involved in exchange of products and services.

The focus of the research was an investigation of channel relationships between travel agents and
tour operators. The evolution of tourism channel relationships in Britain and Poland was
investigated in three stages: initiation, implementation and review, following the Kale and
McIntyre (1991) and Crotts et al. (1998) models. Analysis of existing literature established that
historical, political and economic backgrounds, as well as demand and supply, impact in different
ways upon the structure of such channels in each country. Following that recognition two phases
of empirical research were conducted using a mixed methods approach. The exploratory phase was
based on interviews with British and Polish travel agents and tour operators, and from this phase a
set of propositions was developed regarding travel agents’ and tour operators’ attitudes towards
channel relationships. These propositions were explored using data collected from a detailed
questionnaire survey distributed to a sample of British and Polish tour operators and travel agents.
The results from this quantitative research were qualitatively augmented by outcomes from in-
depth interviews.

The key findings from the research were that the Polish distribution system resembled to some
extent the old British tourism structure. It was, however, unable to directly follow the development
route undertaken by British companies. The pattern of operation was different in both countries
due to four factors. Firstly, the distortions in operations in Poland originated from the post-socialist
business structure; secondly, the diversity of business in Poland was much greater than in Britain,
whilst, thirdly, the level of vertical integration between companies and the level of the
development of information technology was more extensive in Britain.

Finally, although the relationship development process consisted of similar stages in both
countries, the field investigations showed differences in partners’ selection, monitoring and
support. The Polish companies relied heavily on social bonding and social ties in the selection
stage, while in Britain the transparency and higher stability in the market reduced the necessity of
close social bonding between employees and companies.

The overall conclusion from the research is that the Polish travel companies are likely to follow
many aspects of the British route, though with some specifically Polish characteristics. The initial
evaluation of channel partners and the evaluation of the relationship between agents and tour
operators would be strengthened in Poland, if there were a strong, regulatory and advisory
association in the Polish market such as ABTA in Britain.

Further research is recommended in terms of the impact of information technology on channel
relationships in tourism and the role of tourism associations in the organisation of the tourism
market.
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Chapter 1

Introduction

The ranking of distribution as an element of the marketing mix has shifted in the past four decades
from the last to first position. Mitchell (1995) suggests that after the decade of the “product” in the
1970s, “promotion” and “price” in the 1980s, “distribution” was in the spotlight in the 1990s. Not
only has it become an important “P” within the marketing mix, but also marketing as an academic
discipline has changed over the last four decades. In the 1950s consumer goods were the major
area of marketing concentration before industrial marketing evolved. The next stages comprised
non-profit and social marketing in the 1970s, and service sector marketing in the 1980s. In the
1990s relationship marketing was the main focus, where attention was paid to the supply /

marketing channels and relationships between players in the so-called supply chain (Christopher et

al. 1996).

The development of relationship marketing in the 1990s and the realisation of the importance of
relationships between companies and customers both placed an emphasis on relationships between
companies within channels of distribution because “channels evolved to serve customers’ needs”
(Stern et al. 1996: 23). Distribution concepts were initially established in order to optimise the
physical movement of commodities which, at the end of the process, should reach the customer at
the right time, the right place and on the right terms. Soon it became evident that distribution
concepts can and should be applied not only to logistics revolving around physical goods but also
to perishable services, where yield management started to play a crucial role. Strategically oriented
organisations realised that a key to sustainable long-term profitability was the fostering of

productive and mutually beneficial channel relations (Buhalis 1995, Gattorna 1990).



1.1 Rationale for this research

The marketing environment changes constantly. However, the pace of change is different in
various countries and depends on many circumstances. The political, economic and socio-cultural
settings of countries in Europe experience transition, especially in the ex-socialist countries of
Central and Eastern Europe. Much has been written on these issues; for example transformation
and changes that have been taking place in Eastern European countries after 1989 were compared
to the changes in Western countries (Sachs 1993) and the impact of tourism on the economic
development of both developed and developing countries was looked at (Sinclair 1998).
Distribution, however, has been covered to a limited extent (Sachs 1993, Stern et al. 1996),
although combined developments in distribution can reinvent the way in which companies operate

in Eastern Europe.

Dependence of the target firm on the source firm and the reciprocal actions that take place in the
channel of distribution are constructs that have been thoroughly examined. However, most of the
empirical studies on behavioural channel relationships have been conducted in developed countries
and findings have been very different across diverse channel contexts. Other limitations of studies
undertaken so far are that channels have been analysed mainly in industrial environments. Few
research publications have paid attention to channels in service industries (Etgar 1976, Gartner and
Bachri 1994, Buhalis 1995). According to Kale (1986) and Albaum and Peterson (1984), research
carried out across different market environments and countries permits testing of general theories,
especially if studies are conducted in the same industry in different countries with comparable
samples. This suggestion provided the basis for this thesis. Poland was chosen from an array of
possible Eastem European countries and tourism channel relationships there were compared with

those existing in Britain. The reasons for these choices are given below.

Stern and El-Ansary (1993: 86-87) observed that “in the former socialist countries the distribution
systems were found to be in really bad shape in 1989-90”. This situation is not surprising -
services were not important, or at least never constituted a priority under the communist system.

At the start of the reforms in 1989/1990, the service sector in Poland was much smaller than in the



rest of the OECD countries, characterised by the relative scarcity of employment in wholesaling,
retailing, catering and other services (Sachs 1993: 14). It takes time to build an efficient and
economically well-developed system of distribution. That is probably why, twelve years after the
collapse of socialism in Poland, distribution systems are still “under construction” and they still
fail the consumer in many respects. The question therefore arises as to whether it is possible to

transfer some Western business practices protecting both consumers and channel partners to

former socialist countries.

Tourism is a complex business which has become increasingly multinational in structure and
organisation over the past 30 years. It is an example of a service industry which has developed
very rapidly in recent years, not only in Britain, but throughout the world. It is certainly one of the
largest industries in the modern world. According to Euromonitor (1997) it was the third largest
econpomic activity in the world in 1996, surpassed only by oil and motor vehicles. Europe
accounted for 59% of world arrivals and 51% of world receipts in 1996. It is also a job creator
(10% of the global workforce was employed in tourism) and plays an important role as a GNP
contributor (Sinclair 1998). The characteristics of channels in the service industries (including
tourism) differ from those in an industrial enviromment because of the perishability and
intangibility of services. As was noted earlier, the concept of distribution was originally connected
with manufacturing industries. Therefore, some of the concepts of distribution and retailing
management, although well-developed in the industrial environment, are not applicable (or not yet

applicable) to service industries.

“Tourism in Eastern Europe has been the subject of considerable change since the political events
of 1988/89 propelled the region towards the market economy. Tourism seems to be a good
example of the process of change as it cuts across a variety of economic sectors and primarily
comprises small and medium-sized enterprises” (Cooper et al. 1998: 478). It can be a factor of
technical progress as it stimulates the modernisation of means of communication between
companies. It also changes institutions which are directly involved in providing services for

tourists, including tour operators and travel agents. Tourism can integrate the exchange process



and stimulate development in less developed countries (Przeclawski 1994). Tourism is therefore
often treated as a priority sector in ex-socialist countries in transition to the market economy
(Bachvarov 1997). Tourism can not only help to develop a country, it can also help to minimise
the gap between Western countries and Eastern block countries, thus blurring the differences
between countries promoting globalisation and enhancing the lives of the latter. Interdependence
between players is directly related to the success of any tourism enterprise. It is a prevailing factor

within the distribution channels generally.

However, as Hall (1995: 222) underlines ‘tourism development cannot be isolated as an
independent variable. It is just one of the elements heavily influenced by processes of economic,
political and social restructuring’. As post-1989 processes begin to blur the east-west division of

Europe, the diversity within the former socialist bloc should further be noted.

1.2 The role of channel relationships between travel agents and tour
operators

The modem travel and tourism industry has become complex, encompassing diverse organisations.
The tourism product consists of various elements, involving transport, accommodation, catering,
entertainment, natural resources and also other facilities and services. It cannot be examined prior
to purchase or stored, and involves an element of travel. For all these reasons the value and
importance of intermediaries through which those products are channelled in developed countries
seem to be obvious. Tour operators and travel agents alleviate market inefficiency in terms of
imperfect information or transaction costs, to name but a few (Sinclair 1998). Although they do
not cover the full extent of the distribution channel structure, it is the most significant single
relationship in the targeted industry in both countries. Tour operators were chosen from a wide
range of travel service providers. Their relationship with travel agents creates one of the several
links within the channels of distribution of tourism products, and it is one of the most important.
Therefore, the scope of the current research was limited to the relationships between travel agents

and tour operators only.



Relationships in channels of distribution can be understood as all the interactions, processes and
flows taking place between companies (here mainly travel agents and tour operators) involved in
exchange of products and services. Due to the complex nature of tourism products and a high
reliance on a service component, the significance of the usual eight flows (Stern et al. 1996)
available in any other distribution channel (information, negotiatioms, financing, ordering,
payment, physical ownership or possession, promotion and risk taking) changes. Information
becomes one of the most important flows, as it represents the product and therefore helps
customers to make the decision about the purchase. Physical possession, which applies to

manufactured goods, is not a factor in tourism.

Relationships in channels include elements of both co-operation and conflict (Stern et al. 1996).
There is a high degree of sharing information, ordering systems and promotion between travel
retailers and tour operators. Co-operation is clearly present in that all channel partners benefit from
satisfactory sales levels. Furthermore, each channel partner offers services (and sometimes

products) which are desired by the other partner, and which obviate the need for expensive

investment by that partner.

There are several potential routes for conflict. The most obvious is that the accrual of profit by one
channel partner pre-empts the allocation of the profit to other partners. Further factors in conflict
are the ability of any partner to seek an alternative supplier or retailer of services (or, in non-
tourism examples, goods) and the terms of any formal or informal contracts existing between the

two.

1.3 Aim and objectives of this research

The aim of this research is to gain a better understanding of relationships between travel agents
and tour operators in Britain and Poland, as it helps considerably to predict likely courses of
development in tourism distribution in Poland. In order to investigate the structure of these two
industry sectors and relationships between travel agents and tour operators in Britain and Poland, a

subset of the following areas was drawn up:



1. methods of selection of channel partners applied in Britain and in Poland and the criteria for

selection;

2. communication: the flow of information about the product and its impact on channel

performance;

3. support provided and the weight of it in channels: “educationals” and training and their impact

on channel partners’ selection and co-operation;
4. methods of evaluation and assessment of channel performance used in both countries;

5. role of travel and tourism associations and organisations in tourism channels.

Britain has an international reputation for its success in marketing tourism (Holloway 1994). The
British tourism market is mature and well-developed in comparison with the situation in Poland.
An important feature of tourism marketing in Britain is the channel relationship between providers
of tourism services and retailers. The British tourism market, with its wide range of different types
of interconnections between travel/tourism product suppliers (principals), tour operators and travel
agents is a very good example of a market in which the distribution channels are well developed
and diverse. Each of the types of channel organisational structure, including conventional,

contractual, vertical, horizontal and hybrid distribution systems (Kotler et al. 1999), have evolved

here.

In Poland channels are not so diverse but developing fast, as more and more Poles want to go on
holidays abroad. Demand for travel is strong and growing steadily. At the beginning of the 1990s
foreign travel became much needed, but these needs were not always convertible into demand due
to insufficient financial resources. In 1994 only 46% of Poles went away for holidays, both
domestic and foreign. In 1997 the percentage increased to 63%, was reduced to 61% in 1998, but
in 1999 reached 63% again, which equals 18.6 million people (Instytut Turystyki (IT, IoT) 2000).
The share of foreign travel increased rapidly: in 1996 it represented 36%, whilst in 2000 it reached

46% of all travel (CBOS, Public Opinion Centre 2001).

It is a complex task to compare channel relationships in two different cultural and national
environments. Poland and Britain were selected because a direct comparison between one of the

best-established national tourism marketing systems (that of Britain), with the rapidly growing, but



relatively chaotic system of a typical ex-socialist country (Poland), is regarded as both practical
and potentially significant. It should be noted that comparisons can be based on differences as well
as similarities between the samples. Variation in the data helps establish the relations between
channel players. Although the comparability of samples can be questioned, this problem was

overcome by careful design of data collection methods.

1.4 Methods used in the research project

Data collection consisted of three stages. Firstly, initial interviews with representatives of travel
companies in Britain and Poland were conducted. Secondly, the main survey with the
questionnaires was sent to travel agents and tour operators in Britain and their counterparts in
Poland, and finally in-depth interviews with a sample of travel companies in both countries took
place. The information gathered during these stages was supplemented by data obtained from
tourism organisations and associations contacted in both markets. Detailed description of the

research process is presented in chapter four.

Comparisons as a research method are the source of the extension and transferability of
knowledge, but they are sometimes not easy to make. One of the primary problems with
comparative analysis is not only the ability of researchers to understand adequately cultures and
societies which are different from their own, but also to generalise and explain social relations
across societies and social contexts (May 1997). Dann (1984: 40-41) notices that occasionally the
validity of findings put together by ‘researchers as outsiders’ is “questioned by nationals on the
grounds that ‘foreigners’ lack sufficient familiarity with the complex scenario they attempt to
investigate. In the same argument, though, Dann (1984) refers.to Merton (1947) and Kluckohn
(1940), who noted a long time ago that some valuable information comes to the outsider, because
he or she is one. Therefore it is possible to argue that it is easier for the outsider to comprehend a

situation better, than for its direct participants.

The problem of ‘unfamiliarity’ in this research project has been partially overcome, as the

researcher is a Polish national who has spent a considerable time living and working in Britain and



has become accustomed to British culture, yet remained to a large extent ‘an outsider’, having

spent most of the lifetime in Poland.

1.5 Significance of British — Polish comparisons

The British — Polish tourism distribution channels comparison is significant especially (but not
only) from the Polish perspective, as the processes that are taking place in the Polish market now
took place in Britain some time ago. From the author’s perspective, being Polish and having an
opportunity of assisting the Polish businesses by utilising or at least informing Polish tourism
businesses about the British experience was to some extent a driving force for researching and
comparing channel relationships in both countries. By the same token, the explanation of the
Polish behaviour in the channels could help foreign businesses to establish their companies in
Poland and help them understand better the way the Polish businesses operate. Therefore this

comparison contributes to the current knowledge by expanding it into new areas.

There is a number of development / modemisation theories (for example Hirschmann’s (1958) or
Rostow’s (1960) approaches) suggesting that the development is being transferred in one way or
another from countries more developed to those less developed. Some of them will be briefly

introduced here.

According to Rostow’s (1960) modernisation theory, modem science and its practical application
in technology is the key to the ‘take off’ into development. In Europe the scientific and
technological preconditions for take-offs were developed internally; elsewhere it was the intrusion
by more advanced societies which opened the way for change, especially for economic progress

(O’Donnell 1992:471).

Parsons (1951) and Hoselitz (1960) (cited in O’Domnell 1992:471) conceptualise modernisation
within a functionalist framework. They stress that the diffusion of ideas and values from the West

outwards is the underlying dynamic of modernisation rather than the spread of technology

emphasised by Rostow.



Modemisation theory (The Robin Rojas Archive Website 2001) characterised societies either as
traditional or modern. Traditional social relationships tend to have an affective component —
personal, emotional and face-to-face, which creates a constrain in the process of developing
efficient relations of production via a market. Modern social relationships are neutral, impersonal,

detached and indirect, which make possible efficient market relationships (The Robin Rojas

Archive Website 2001).

Hirschmann (1958) was one of the early few who stressed the need for country—specific analysis
of development. He insisted that economic development should be analysed on a case-by-case
basis, exploiting indigenous resources and structures to achieve the desired results (Economic

Development Website 2001).

In this research a country-specific analysis of tourism industry, with the emphasis placed upoﬁ
distribution, has been undertaken and its development has been compared between Britain and
Poland. In Britain of the 1960s tour operators started to separate from travel agents in a series of
moves resulting in enhanced specialisation. This process is taking place, especially in smaller
businesses, in Poland now and is accompanied by vertical and horizontal integration in larger
organisations. These changes are affecting the relationship between the two researched groups of

channel players.

Other reasons for a Polish - British comparison include that the emergent trend of collaboration,
joint ownership and take-over — whereby Polish and Western (including British) businesses
effectively combine or collude — is likely to cause a higher degree of conformity between Polish
and West European travel businesses. Britain is one of the most highly developed of the West
European states in terms of travel retail. The collusion will initially affect businesses at the
communication / systems levels, and it is reasonable to expect longer-term effects leading to large

scale similarities in business structures, marketing relationships and overall strategies.



A further reason is that, following modernisation theories, examples of changes from Poland will
be representative in the short term of the more rapidly changing ex-socialist nations. In the longer
term, too, those nations which are slower to change will be likely to fit the pattern of faster siblings
in the region. Thus the Polish findings are likely to be broadly applicable to Hungary and the
Czech Republic in the first instance, and eventually to Slovakia, Bulgaria, Ukraine, Russia and
others. Yet again, it is becoming clear from results of this research that a significant proportion of
Polish travel businesses is joining West European trade associations. This cannot fail to affect the

behaviour of the Polish members, and to lead them to conform more closely to Western business

practices.

1.6 Structure of the report
Chapter two reviews the literature, which concentrates on main concepts in the channel
relationships. The model which is used here to compare two tourism distribution systemns

development process is introduces and explained there.

Chapter three shows the structure of travel industry in Britain and Poland listing the main

differences in both systems.

Chapter four explains the methods employed in this research, their appropriateness and fitness for

fulfilling aim and objectives.
Chapter five analyses the outcomes from the quantitative questionnaire survey, while chapter six

interprets results from the interviews. Chapter seven blends the information gathered so far and

final conclusions are reached in chapter eight.
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Chapter 2

Marketing Channels in the Literature

Different ways of distributing products through varying channels, at the same time avoiding
unnecessary conflicts and tensions, have been investigated for at least 30 years in various
industries. It has been recognised as an important issue in the study of tourism. This chapter looks
at distribution theories and synthesises them with tourism industry practices. It consists of two
main parts: the first deals with general theories applicable to the concept of distribution, and in the

second theories are applied to tourism and illustrated by examples from the industry.

The chapter introduces marketing or distribution channels and lists definitions of them in general
terms and in tourism. Channels are shown as open social systems, where economic and
behavioural aspects have played an important part and were therefore well researched in the past.
The concepts of dependence, power, conflict and communication are vital in the management of
channel relationships, hence they are introduced here. Finally, frameworks for international

comparisons are presented and based around two models that will guide the research process.

2.1 Marketing and distribution channels

One of the most important factors in service industries is to understand consumer needs.
Marketing channels, also referred to as channels of distribution, evolved to serve those needs. The
definition provided by Stern, El-Ansary and Coughlan (1996: 31) is that “channels should be
viewed as an orchestrated network that creates value for end-users by generating form, possession,
time and place utilities”. This organised system consists of agencies which “in combination,
perform all the activities required to link producers with users to accomplish the marketing task”

(Berman 1996: 5). Fill (1995) notes that products flow through a variety of organisations which
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co-ordinate their activities to make the offering available to end-users. Various organisations
perform different roles in a chain of activity; they act as manufacturers, agents or distributors.
Each organisation is a customer to the previous one in an industry’s value chain, These
organisations often act independently of each other and therefore may have conflicting objectives

and requirements (Christopher 1992: 129).

It is not possible to give one definition of a marketing channel that can be acceptable from all
viewpoints: the manufacturer will perceive a channel in a different way from a wholesaler or
retailer and will concentrate on different aspects of it. In the context of managerial decision-
making Rosenbloom (1995: 5) defines the marketing channel as “the external contactual
organisation that management operates to achieve its distribution objectives”. He explains that it is
external, because it exists outside the specific company - and it is more inter-organisational than
intra-organisational. This point is true in many instances, but is less so in the case of some
vertically integrated travel organisations. Contactual organisations are all those firms and parties
engaged in the flows within the channel, especially negotiatory functions, consisting of buying,
selling and transferring title to products or services. Usually these organisations are referred to as
wholesalers and retailers, but various examples of definitions of channel players can be found in
literature. Some of the definitions are presented in table 2.1.

Table 2.1. Intermediaries in general distribution networks

Intermediaries =  distribution-oriented institutions and agencies which stand between
/ middlemen production and consumption

PRODUCTION — INTERMEDIARY —® CONSUMPTION
(Stern et al., 1996: 3)

= independent businesses that assist producers and final users in the
performance of the negotiatory functions and other distribution tasks
(Rosenbloom 1995: 39)

»=  dealers who act as a link in the chain of distribution between the company
and its customers (Holloway and Robinson 1995: 128)
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Table 2.1. (continued) Intermediaries in general distribution networks

Wholesalers *  businesses engaged in selling goods for resale or business use to retail,
comrmnercial, industrial firms, as well as to other wholesalers; their
distribution tasks performed for manufacturers include:

—  providing market coverage,

— making sales contacts,

- holding inventory,

— processing orders,

— gathering market information and

- offering customer support (value added services: assuring product
availability, providing customer service, extending credit and
financial assistance, offering assortment convenience, breaking

bulk and helping customers with advice and technical support)
(Rosenbloom 1995: 39)

= establishments which sell to retailers and to commercial users, but who do
not sell in significant amounts to ultimate consumers; the significance of
wholesalers’ roles in channels of distribution is defined by the efficiency of
their sorting functions, whereby they help match the heterogeneous output of
suppliers on the one hand with the diverse needs of retailers and business
users on the other (Stern et al. 1996: 107)

Agent *  type of wholesalers, they do not take title to the products they sell and

wholesalers perform only some of the tasks, performed by a wholesaler (Rosenbloom
1995: 55)

Retailers »  establishments which sell goods and services to ultimate consumers for

personal consumption (Stern et al. 1996: 50)

=  business firms engaged primarily in selling merchandise for personal or
household consumption and rendering services incidental to the sale of
goods (Rosenbloom 1995: 58)

Generally intermediaries stand between production and consumption, but also negotiate and link
businesses representing both sides. Wholesalers sell goods for resale or business use, but do not
sell significant amounts to final customers and perform sorting functions, including matching the
output of suppliers with the needs of retailers and business users. Retailers sell goods and services

to ultimate customers.

2.1.1 Distribution channels in tourism

Authors in the tourism field define marketing channels in a similar way. Middleton (1995: 202)
emphasises that channels are “organised and serviced systems created to provide comvenient
access to consumers, away from the location of production and consumption and paid for out of

marketing budgets”. Woodruffe (1995), while talking about the distribution of tourism products,
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refers to the concept of the ‘place’ element of the marketing mix, which in this case is concemned
chiefly with two main issues: accessibility and availability. In this context ‘place’ does not mean
the location of a tourist attraction or facility, but the location of all the points of sale that provide

customers with access to tourist products.

Medlik (1996: 84) defines distribution as “chanmels through which goods and services are
transferred from producers to consumers and which provide points of sale or access for
consumers”. He also generally describes ways in which channels might be organised:
“In travel and tourism providers of tourism attractions, facilities and services may sell direct to
consumers or use one or more intermediaries (such as tour operators and travel agents). Most
large producers use a combination of distribution channels for their products and this
combination is described as the distribution mix”.
A further definition is provided by Mill and Morrison (1992: 471), who view a tourism distribution
channel as “an operating structure, system or linkage of various combinations of travel

organisations through which a producer of travel products describes and confirms travel

arrangements to the buyer”.

2.2 Channels as open social systems

Having defined general and tourism channels it is important to establish the responsibilities of
channel members. Channel players have a number of tasks to complete. In order to do that they
need to co-operate in an integrated and co-ordinated manner. The co-operation between different
members which can be defined, after Skinner et al. (1992: 176), as “joint striving toward
individual and mutual goals” and the effort required to maintain the relationship are factors which

have caused some authors to compare distribution channels to social systems.

Stern (1969) suggests that from viewing channels as social systems, the following implications
should be noted: interdependence between channel members is connected with the fact that each
member of a distribution channel is dependent upon the behaviour of other channel members. If
any of the members changes its behaviour at any point in the channel, change will be caused

throughout the whole channel. The mutual dependency among components of the channel implies
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that the whole membership of the channel must operate effectively if the desires of any individual
member are to be realised. The fact that channel members are external to each other does not help
to achieve co-ordination and co-operation easily. Moreover, pure co-ordination is not possible;
where at least two companies are involved in a relationship, it is relatively easy to get involved in a
conflict. It is not an easy task to co-ordinate ‘a superorganisation comprised of interdependent
institutions and agents involved in the task of making products and services available for
consumption by end-users’ (Stern et al. 1996: 281). How to solve conflict situations and manage
co-operation between channel members is dependent upon other factors and concepts, including
the level of power of one member over the other, interdependency, commitment and trust. These

concepts are linked to support, which the companies are giving to one another in a relationship.

Contingency theorists of the firm (Thompson 1967, Galbraith 1973, 1977) consider the mutual
relations between the environment and the company, believing that the company adapts itself to
changes in the environment. The same statement is applicable to a distribution channel, which is
not only social, but also at the same time an open system. It exists in a changing external

environment.

Parsons (1951, cited in Cuff ez al. 1998: 97) talks about systems theory. In his view a system has
persistent identity in an environment, it is distinct from its environment, but must transact with it,
so it is an open system. The overriding task of the system to maintain its own identity in the face
of that environment involves two main aspects: the regulation of transactions with the environment
and the maintenance of effectively operating relations inside the system itself.
“Channel members must adapt to a changing environment; as they alter their functions and
adjust their organisations and programs to cope with a changing environment, they impact the
entire channel organisation. The evolution of a channel system is an on-going adaptation of

organisations to economic, technological, and socio-political forces both within the channel
and in the external environment” (Stern et al. 1996:16).

A tourism distribution example that illustrates Parson’s viewpoint is the existence of a system,
perceived as a simple system by a retail customer, which actually includes contributions from

several different channel partners.
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In a voluntary manner all partners in the channel are co-operating to communicate more quickly
and share the information. In a commercial context in the modern marketing system the power /
knowledge systems are used more and more often to refine the marketing mix, based on the
characteristics of the consumer. They often use the same software for building up databases and

transferring information from travel agents to tour operators and airlines.

All these internal and external factors and concepts considerably influence the process of
managing the channels of distribution. This influence should be considered in comparisons of two

channels of distribution, as they operate in different environments and thus adapt to different

situations.

2.3 Economic and behavioural aspects in channel research

Stern and Reve (1980) state that channel theories are fragmented into two seemingly disparate
disciplinary orientations: an economic and a behavioural approach. According to them these two
orientations should be viewed as complementary, because the former deals with outputs obtained
in some behavioural processes. Moreover, theories used in channels research are anchored in the
general sociological theories dealing with power, domination, authority and knowledge in the
society. Sociological theorists put an emphasis upon power and domination as key phenomena

which any general theory must treat as of central concern (Cuff et al. 1998: 312).

Marx (1959) believed that the relationship of power and control, which was found in economic
relations based on private property was reproduced in the wider society. Those who dominated

within the process of economic production ruled the society (cited in Cuff et al. 1998: 23).

In Weber’s (1949) terminology power is the capacity to carry out one’s own will despite resistance
from others. The organisation of society involves struggles for power. Social life is about
inequality, which can take many forms. Generally inequalities are consequences of differences in

terms of power (Cuff ez al. 1998: 50).
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Parsons (1951, cited in Cuff e al. 1998: 103) argues that power should be looked at from the point
of view of the system rather than from that of particular individuals or parties. He claims that
power does not have to be ‘the base of social conflict’ because of a ‘zero-sum situation’, i.e.
someone’s gain must mean another’s loss. The picture is clear in that view, but it depends on an

assumption that a fixed quantity is being shared out. If the quantity is not fixed, if it can increase,

then it is possible for the amount available to everyone to increase.

The distribution of power is to be understood not in terms of individual possessions, but as a
distribution relative to the functional needs and internal exchanges of the system. Power is a way
of controlling people and it is a means of directing and co-ordinating them in the pursuit of
collective objectives. Basically, power is a means for getting things done. It is to be understood as
‘a generalised medium’, playing a role in facilitating the pursuit of collective objectives rather than

as being essentially used divisively and in pursuit of sectional interests (Cuff et al. 1998: 104).

Foucault (1980) notes that in the modern world the development of power and knowledge are so
intimately interwoven that they cannot properly be spoken of separately, and the display of their
interconnections requires the formation of a special mode of expression, namely power /
knowledge. The two develop together, and modem society involves new form of power, whose
recognition requires a new conception, power without a subject. In the spirit of efficiency power is
more effective if it does not regulate activities from a distance, but it is interwoven into the very
activities it is to regulate. The spread of administrative arrangements throughout modem society
has extended this kind of power in all directions, making it part of innumerable domains of life. It
is disciplinary power not only in the sense that it involves punitive, disciplinary measures, but
more so in that it develops well-disciplined individuals who are prompt and obedient (Cuff et al.

1998: 270).

It could be argued that a benefit of the Marxist approach is the emphasis placed on the positive
correlation between economic strength and power. Thus, in instances where a larger, richer

organisation is a supplier to a number of smaller businesses, the power of the former is clear.
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Marx’s emphasis on production has analogies with the provision of services, but one must be
careful to modify his ideas when factors unexpected during Marx’s lifetime are considered, such as
the acquisition of great economic strength by institutions (for example multiple travel agencies)

which are far removed not only from production but also from the source services.

Weber’s (1949) definition of power is directly linked to Emerson’s (1962) perception of
dependency (explained later). The coalescence of both tour operators and travel retailers into
larger, richer groups can be treated as an example of Weber’s ‘societal struggle for power’. The
‘ownership® of — for example - a package holiday by the tour operator would be familiar to
Weber’s perception as a factor enhancing the tour operator’s power over the retailer. The ability of
the retailer to influence the price of a holiday, thereby heavily influencing the perceived value,

would likewise be clear in Weber’s terms as a factor enhancing the power of retailer over operator.

Some of the economic and behavioural aspects affecting channels are presented below.

2.3.1 Economic aspects
According to Stern et al. (1989: 7) the existence of channels is explained by the economic
rationale, because economic reasons are the foremost determinants of channel structures. The
emergence of the wide variety of intermediaries can be explained in terms of four logically related
steps in an economic process:

1. intermediaries can increase the efficiency of the process of exchange,

2. they adjust the quantities and assortments produced with the quantities and assortments
consumed,

3. they make transactions routine, and

4. they facilitate the searching process.

According to Christopher (1992) intermediaries fill in five gaps: the time, space, quantity, variety
and communications-information gap; and in effect reduce the transactional links between a
manufacturer and clients. Potential benefits and costs for a manufacturer using intermediaries are

shown in table 2.2.
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Table 2.2 Benefits versus costs for using an intermediary in a product / service distribution

BENEFITS FOR SUPPLIERS COSTS FOR SUPPLIERS

Wider coverage of the market Loss of margin (paid to intermediary)

Convenient points of sale for customers | Loss of marketing control / power over the process

Lower selling / operating costs Ultimate customer service beyond a supplier's
Wider product range control

Knowledge of the market High priority given to intermediaries rather than
Consideration of customer finance customers

Source: Based on Christopher (1992)

The concept of a channel structure is vaguely defined in the marketing literature. Following
Rosenbloom (1995: 23) a channel structure may be defined as “the group of channel members to
which a set of distribution tasks has been allocated”. The number of levels of intermediaries in the
channel is the most typically discussed dimension. Christopher (1992:138) recommends that the
channel length, defined as “the extent to which intermediaries should be used”, should be
considered a question of economics, but also be governed by the extent to which the company is

prepared to trade off control of the marketing channel to intermediaries.

As well as economic aspects, technological, political and social aspects shape the channel
structure. Particularly technology is about to revolutionise the channels and possibly change the
structure (Buhalis 1997, 1998), leading either to dis-intermediation or rather re-intermediation of

distribution process (Rosenbloom 1999, Kanellou 2000).

A structure of a channel is also affected by organisational pattern of distribution, stating the
ownership of companies in the channels, which again is very much dependent upon the economic

aspects.

2.3.2 Organisational patterns in marketing channels

Stern and El-Ansary (1993: 325-330) divided organisational patterns in marketing channels into
two main groups: the group of conventional marketing channels and the group of vertically
integrated marketing channels. On the basis of their work conventional marketing channels may be

described as follows:
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¢ they are a coalition of independently owned and managed institutions, each of which is only

concerned with its own financial performance,
¢ co-ordination is achieved primarily through bargaining and negotiation,

o they rely heavily on unrestricted open-market forces, especially via price mechanisms.

Fill (1995) notices that the structure of the network should be flexible in order to respond to the

changing environment. Organisational dimensions of conventional and vertical marketing systems

are presented in table 2.3.

Conventional channels (Fill 1995) are created by organisations which group together if their
objectives cannot be achieved independently. By working together each member can concentrate
upon the specialisation. The level of control that any member has over the others is minimal; also
the level of loyalty is low, which is indicative of the instability that exists in these types of

networks. Communications between partners tend to be ad hoc, reactive and unidirectional in the

sense that messages are not reciprocated and do not occur on a very frequent basis.

Table 2.3 Organisational dimensions of conventional and vertical marketing systems

DIMENSION

CONVENTIONAL

ADMINISTERED

CONTRACTUAL

CORPORATE

Relation of units
to an inclusive
goal

No inclusive goals

Units with disparate
goals but informal
collaboration for
inclusive goals

Units with disparate
goals but some
organisations for
inclusive goals

Units organised for
achievemnent of
inclusive goals

Locus of
inclusive
decision making

Within units

In interaction of units
without a formal
inclusive structure

At top of inclusive
structure, subject to
unit ratification

At top of inclusive
structure

Locus of
authority

Exclusively at unit
level

Exclusively at unit
level

Primarily at unit level

At top of hierarchy of
inclusive structure

Structural
provision for
division of

No formally
structured division
of labour within an

Units structured
autonomously, may
agree to ad hoc

Units structured
autonomously, may
agree to a division of

Units structured for
division of labour
within inclusive

labour inclusive context division of labour, labour, which may organisation
without restructuring affect their structure

Commitment to Commitment only to | Commitment only to Norms of moderate Norms of high

a leadership units’ leaders units’ leaders commitment commitment

subsystem

Prescribed Little or none Low to moderate Moderate to high High

collectivity
orientation of
units

Source: Stern et al. 1993: 324

Vertical marketing systems (VMS) trade-off coverage against the lack of control, thus corporations
tend to have more control but less coverage. There are three types of VMS: administered,

contractual and corporate. They have developed in Britain since the mid-1970s and consist of
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networks of vertically aligned and co-ordinated marketing partners. They function as a tight co-
operation system, where the interdependence of partners is formally recognised. A greater degree
of stability is achieved. The administered VMS is similar to the standard channel, because the
participants work together tied by the attraction of potential rewards and the border between them
is based on judgements. Members retain their own authority, but informal, collaborative
agreements are administered through all interested parties. The contractual VMS consist of

contractual partnerships with an essential written agreement between a dominant member and the

other members of the network.

Stern et al. (1996) include administered and contractual vertical marketing systems in the group of
“soft” integration, where the benefits of “hard” integration are achieved without the costs
connected with ownership. “Hard” vertical integration is found when any of the eight marketing
flows is assumed by one organisation across any two levels of distribution. Corporate systems
belong to the “hard” integration group. Corporate systems are discrete networks of organisations
that are owned, and hence controlled, by one dominant member. They are achieved through
vertical integration, either upstream to control sources of supply or downstream to control the
distribution of offerings. Complete control is not always possible; economies and cost savings can

often be achieved only through large investments.

Contractual systems can provide many of the benefits of corporate systems. The inherent lack of
flexibility associated with corporate systems has been a prime reason for organisations to move
away from such rigidity, though they remain important in tourism marketing. Organisational or
network patterns in marketing channels are dependent on such variables as the amount of power
available to individual channel members, their efforts to maintain healthy levels of conflict, and

their willingness to assume leadership roles (Stern and El-Ansary 1993: 318; Fill 1995).

2.3.3 Behavioural dimensions of channels research
The marketing channel is a2 social system with its own conventions and behaviour patterns. It

requires purpose and direction, co-operation, conflict resolution and leadership. Inevitably power,
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dependence and influence concepts relate to channel research. Frazier et al. (1989:50) concentrate
on research questions such as gaining and exercising influence, and the behavioural reactions to it
in the channels. The dependence of the target firm on the source firm and the reciprocal actions
that take place in channel relations have been previously examined by various researchers
(Anderson and Narus 1984, Etgar 1976, Frazier and Summers 1986, Gaski and Nevin 1985, Lush
and Brown 1982). Other behavioural constructs and dimensions have been researched during the
past three decades. As a result the understanding of how companies can optimally organise and
manage their channels of distribution has been enhanced. Some of the behavioural concepts and

constructs that have an impact on channels of distribution will be introduced in the following

paragraphs.

Dependence

Each member of a distribution channel is dependent upon the behaviour of other ‘performance
network’ members (Fill 1995). Dependence is usually defined as “the target’s need to maintain the
channel relationship in order to achieve desired goals” (Frazier et al. 1989: 50). Four different
approaches have been used to assess dependence levels in channel relationships:

1. the “sales and profit” approach (El - Ansary and Stern 1972 (in Frazier et al. 1989), Etgar
1976, Brown, Lush and Muehling 1983, Kale 1986) which postulates that the larger the
percentage of sales and profit contributed by the source firm to the target firm, the greater the
target’s dependence on the source,

2. the “role performance” approach (Hunt and Nevin 1974, Lush 1976, Frazier 1983, Frazier and
Summers 1986), which suggests that a firm’s role performance refers to how well it carries out
its role in relation to another company down or up the channel,

3. the “specific assets - offsetting investment™ approach (Heide and John 1988), which maintains
that offsetting investments help to safeguard the target company against opportunism by the
source,

4. the “trust” approach (Ganesan 1994, Moorman et al. 1993), in which a long-term relationship
is built on the extent to which companies trust one another (trust is “the willingness to rely on

the exchange partner in whom one has confidence” (Moorman et al. 1992)).

Stern and El-Ansary (1992) look at the issue of dependency using social exchange theory, where
two constructs play the main part. The first, the comstruct of comparison level concerns the

expected performance levels of channel members based on experience. The second, the construct
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of comparison levels of alternatives is based on the expected performance of the best alternative
organisation to a current channel member. If the comparison level is higher than comparison level

of alternatives, the relationship will be economically justified.

Interdependence and co-operation

If a network is to function effectively, co-operation between members is paramount.
Interdependence, specialisation and expertise in individual organisations should be encouraged.
The chances for channel co-ordination are greater if the steps are undertaken jointly by more than
one channel member, in a channel structure where power is more or less equally shared or
balanced (Anderson and Weitz 1992). However, interdependence is rarely distributed in a uniform
and equitable way and this inequality is a major source of power (Fill 1995). Some authors suggest
(for example Anderson and Weitz 1992) that the dependence between companies should be
symmetric in order to keep the relationship functioning, but channel members do not necessarily

incline naturally toward co-ordinated behaviour.

Frazier (1999) advocates that it is better for the development of a dyadic channel relationship if
each firm possesses a high level of dependence. Then interdependence is high in magnitude and
symmetric. In such cases, each firm enjoys a high level of power and the bonds between the firms
should be reasonably strong. High joint power is likely to promote trust, commitment, and
relational behaviour because of the common interests, attention, and support found in such channel
relationships (Gundlach and Cadotte 1994; Kumar, Scheer, and Steenkamp 1995; Lusch and
Brown 1996). On the other hand Frazier (1999:5) argues:

“when each firm possesses a low level of dependence in a dyadic channel relationship,
interdependence is low in magnitude. Each firm has low power. The fact that the dependence
levels are symmetric has little bearing because of low interdependence magnitude. In such
cases, the amount of attention and support each firm gives the other is likely to be very low.
Commitment is likely to be low, while trust is likely constrained by limited opportunities for
interaction among boundary persomnel. As long as each firm correctly acknowledges the
inherent nature of such relationships, they may function rather smoothly without problems. If,
however, one or the other firms begin making demands that are unrealistic, such relationships
can become dysfunctional. But this is due to the lack of interdependence and, hence, power,
not the presence of high power”.
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Thus the symmetry in dependence does not necessarily mean that the relationship will be
functional. Channel power is a factor in altering actions by channel members to induce a more co-

ordinated outcome.

Power

Stern et al. (1996: 286) define power as “the ability of one channel member to get another channel
member to do what it otherwise would not have done”. Wilemon (1972) notices that power refers
to the ability of one channel member to induce another channel member to change its behaviour in
favour of the objectives of the channel member exerting influence, thus connecting the concept of
power with the concept of influence. Rosenbloom (1983: 114) also notices the connection between
the concepts of control, influence and power defining the latter as “the capacity of a particular
channel member to control or influence the behaviour of another channel member”. However,
according to Frazier (1999) confusion still exists among the power, communication, and control
constructs in both a conceptual and operational sense. Power is often said to have negative effects
on channel relationships, especially by those researchers who concentrate on relationship
marketing. In fact, the current trend is to avoid using the term power altogether and focus instead

on replaceability, dependence, or interdependence magnitude and asymmetry.

Marketing channel management deals with the choice and control of channel players. The control
of them (Stem ez al. 1996) may be gained in three ways: by implementing and exercising the
power within the channel, by building and stabilising trust and commitment between the channel

members and by specific contracts, used between different channe! players.

What are the determinants or sources of power over other channel members? This subject was
considered by many authors, but still seems to be quite nebulous. French and Raven (1959)
introduce a concept of “bases” of power and name them as rewards, coercion, expertness,
reference and legitimacy. The types of power are sometimes divided into two groups: a coercive
power source, and non-coercive power sources. The second group contains all the rest of the
categories but coercion, because all involve a willingness to yield to the power of another

organisation due to the reward offered (Lucas and Gresham 1985).
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Lucas and Gresham (1985) suggest that a firm may possess power due to rewards it can bestow,
punishment it is capable of dealing out, its special knowledge in a given area, the desire of others
to identify with it or ifs position in a hierarchy. Fill (1995) proposes that by recognising and
understanding the bases of power and the levels of co-operation and form of the relationships
between members, the communication pattern, frequency and style can be adjusted to complement
the prevailing conditions. Circumstances surrounding the channel relationship may also influence

the power bases available to a channel member.

Power might be obtained through the possession and control of resources that are valued by
another party and can be viewed in terms of the extent to which one channel member depends on
another. When the dependencies are not equal, those who are the most dependent have the least
amount of power relative to the others. According to Emerson (1962, cited in Stem et al. 1996,
figure 2.1) the dependence of B on A is:

1) directly proportional to B's motivational investment in goals mediated and controlled by A, and

2) inversely proportional to the availability of those goals to B outside of the A-B relation.

Figure 2.1 Emerson's (1962) dependence of B on A

Increases by B's investment in goals controlled
by A

PRINCIPAL @EPENDENCE .

Decreases by availability of similar goals to B
from suppliers C, D, E
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Wilemon (1972) suggests a list of determinants of a channel member’s power. According to him

there are a number of factors which, when possessed by a channel member, indicate that this

channel member has a potential basis for modifying the behaviour of another channel member, but

they do not guarantee that a channel member can exert influence. These determinants are:

— brand ownership and the demand characteristics of a channel member’s products and services
(the potential to exert power based on brand ownership often changes with the product’s life-
cycle in a given market; it is also connected with the reward basis of power, because

participating in the marketing of a brand is connected with the potential rewards for co-

operators)

a channel member’s role within its channel (some channel members perform critical marketing

functions, which are perceived as expertise and give the right to exert influence)

~ ownership control over other channel members (the greater the degree of ownership control
that one channel member has over another channel member, the greater the potential for

unilateral channel policy formulation on the part of the channel possessing ownership rights)

— contractual agreements between the members of a channel (the greater the economic rewards
from participating in the marketing of a product, the more likely that contractual agreements

provide a basis for a channel member to exert varying degrees of influence)

— the financial strength of a channel member (the more heavily a channel member relies on
another channel member for financial resources and assistance, the more likely the dependent

channel member will submit to the policies and objectives of the stronger channel member).

Dahl (1957: 203) notices that it is not enough to posses these bases of power in order to influence
others, because “the power base is inert, passive. It must be exploited in some fashion if the
behaviour of the other is to be altered”. Power exists in many forms and is an important descriptive
characteristic of a channel member at a point in time, but by investing in power sources the

channel member increases its ability to affect channel behaviour and outcomes (Stern et al. 1996).

Leadership

The environment is constantly changing and uncertainty surrounds channel members. The amount
of information that has to be acquired and processed for effective task performance is ever
growing. Channels need purpose and direction; the ultimate goal in channel management is the
creation and adoption of the main goals by all channel members. It is up to the channel members

themselves to find those ways that make the co-ordinative solution to channel management also
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the most profitable one. Creative and effective channel leadership is a critical element in this
process (Stern et al. 1996). A channel leader is the marketing channel institution which formulates

marketing policies for other channel members and therefore controls their marketing decisions

(Stermn et al. 1989: 337).

Uncertainty is another source of power - increased certainty becomes a valued commodity, others
will follow those who can improve forecasting accuracy. If channel members are able to share and
empathise with the problem of their channel partners a channel-wide solution to a common

problem may well result in increased understanding, collaboration and trust.

Etgar (1977) is interested in the extent to which a channel is administered by a channel leader.
According to him, in the absence of a member who can stipulate marketing policies to other
channel members, and who thus controls directly some or all of their decisions and activities, the
administration of a channel becomes dependent on the price mechanism of intermediary markets
through which co-operation of the different channel members is secured. From the channel
members’ point of view it is much more productive and efficient, if there is a channel leader and

channel management is not left to market-led economic forces.

A question of who should lead the channel was tackled by several authors (Rosenbloom 1995,
Stern et al. 1989, Etgar 1977). According to them it hinges largely on which organisation holds the
balance of power in a particular marketing channel. In order to answer this question they
recommend an in-depth study of the particular situation, because usually each and every
organisation has at least some power relative to the various marketing flows. A channel
organisation may exert leadership with respect to only one of these flows or functions, depending
upon that firm’s scope of power. Each of the groups of members on different levels of marketing
channels may become the leading group, because each of the groups has some potential in the
context of leadership. It might be a manufacturer, a wholesaler or a retailer, who takes the

responsibility of leading the channel.
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Etgar (1977) notices that the channel leader may for example gain access to power sources because
of the specific characteristics, experience or history of its firm and its management. Alternatively
his power sources may reflect the particular characteristics of the environmental forces impinging
upon his channel (like demand, technology, competition or legal constrains) and his ability to
capitalise upon these forces. Finally the power can stem from both the characteristics: those of his
environment and his own. The leader, though, must be careful in exercising power, because, as
Wilkinson (1974) points out, the use of power in the distribution channel may produce a degree of
conflict which could disrupt channel performance. Therefore firms need to search for the least

conflict-charged method of using their power.

Conflict

Conflict is built into the channels because of a web of interdependence. Conflict can be defined as
a situation in which one channel member perceives another channel member to be engaged in
behaviour that prevents or impedes it from achieving its goals (Stern et al. 1996). Stern and
Gorman (1969) list the following causes of conflict: failure to enact a given role, issues arising
amongst the participant organisation, selective perception and inadequate communications. Lucas
and Gresham (1985) add that the causes are numerous and can be clustered under the following
groupings:

—  goal incongruity,
—  questions regarding domain,
— differences in perceptions and

— problems in communication.

Conflict is not, however, a totally harmful aspect in the relationship between channel partners. It
has positive and negative effects on productivity; there is a level above which conflict becomes
dysfunctional, and a point below which the absence of conflict is, likewise, not beneficial to the
organisations involved. Lusch (1976) notices that non-coercive sources of power tend to reduce
intrachannel conflict, whereas coercive sources tend to increase it. Stern and Reve (1980) postulate
that in channels characterised by imbalanced power the use of coercive power will produce a
dysfunctional level of conflict. Moreover, Skinner et al. (1992) examined the relations between the

co-operation and conflict in supplier - dealer relationships and conclude that while
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interorganisational relationships can be characterised by conflict and co-operation simultaneously,
these two concepts tend to be inversely related. This means that higher a level of conflict will lead
to a lower level of co-operation and vice versa. Also, Dwyer and Walker (1981) found that the
greater the power of a firm, the more likely it is that the firm uses high pressure or coercive means

of influence in its interactions with another firm in a channel.

Communication

As conflict quite often represents a deterioration in the levels of co-operation between partners,
communication is an important co-ordinating mechanism for all members of the network.
Communication absence or failure will inevitably lead to uncoordinated behaviour and to actions
which are not in the best interests of the network. McGrath and Hardy (1986) observe that the
tighter and more constricting are the sales order policies of a manufacturer, the greater the
likelihood that conflict will erupt. Through the process of selective perception any member may
react to the same stimulus in conflicting ways. Each member perceives different ways of achieving
the overall goals, all of which are recipes for conflict. Christopher (1992) suggests that is it worth
changing the potential for conflict in the buyer-supplier relationship by changing the score from a
zero-sum game, where for one party to gain the other must lose, into a non-zero sum game with
mutual advantage. There are a number of ways of dealing with conflict situations, which go
beyond the scope of this research. It is nevertheless worth noting that Stern et al. (1996) list

information-intensive and information-protecting strategies as a means of dealing with it.

Contract design and enforcement
Another way of dealing with a conflict, especially if it is caused by goal incompatibility is based
on the agency theory. An agency relationship is present whenever “one party depends on another

party to take some actions on the principal’s behalf” (Bergen et al. 1992: 3).
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Figure 2.2 The agency theory
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Source: Based on Bergen et al. 1992:3

The agency theory is applicable when the relationship between a principal and the agent takes
place, where the principal hires or depends on the agent to perform a duty on behalf of the
principal. An agency problem exists if the agent cannot be guaranteed to act completely in the
principal’s best interest because the agent has different objectives and when the principal is not
able to fully monitor the agent’s performance. The solution to the agency problem revolves around
creating contractual solutions that make the agent behave as if it had the same goals as the

principal, thus pretending that the goal conflict is absent.

Frazier and Summers (1984) suggest six influence strategies as the means for dealing with a

conflict. These are: information exchange, request, recommendation, legalistic plea, promise or

threat. These strategies create yet another way of avoiding latent or tackling existing conflicts.
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There is a wealth of other concepts, influencing buyer - seller relationships. Crotts and Wilson
(1995) concentrate on commitment, defined as “an enduring desire to maintain a valued
relationship” (Moorman et al. 1992: 316). The concepts already mentioned, and additional ones
like reputation or performance satisfaction play an important role in the subsequent stages of the

relationship development. Because of their role there, they will be mentioned in the following part

of this review.

2.3.4 Deficiencies in channels research

Although behavioural relationships in channels have been researched from the early 1970s (El-
Ansary and Stern 1972; Hunt and Nevin 1974; Lusch 1976; Rosenberg and Stern 1971),
nevertheless it is recognised that the managerial issues need to be addressed (Frazier 1999). Stern
and Reve (1980) recognised three major deficiencies in the status of distribution channels theory
and research. Little attention has been given to questions of maintenance, adaptation and evolution
of marketing channels as competitive entities. As was noted earlier, analyses of channels are
usually fragmented into an economic and a behavioural approach and empirical studies of
distribution networks have been limited. The limitations are confined to an analysis of a single
distribution channel within a particular industry, while systematic comparisons of different
distribution networks within various environmental conditions should be examined. These could

provide more insight into channel theories.

Kale (1986) agrees that research conducted across different market environments and countries
would permit testing of the generalisability of theories. He suggests that studies should be
conducted in the same industry in different countries with comparable samples. Frazier et al.
(1989) notice that the empirical findings could be very different across diverse channel contexts,
while all empirical studies on behavioural channel reiationships have been conducted in developed
countries. Crotts and Wilson (1995) confirm that most of the research in the broader literature has
focused on managing buyer-seller relationships within a single, primarily Western culture. The
case study approach was suggested as one to test the validity of the process model across various

stages of development.
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Research is needed to determine channel practices specifically aimed at tourism. Bittner and
Booms (1982) tried to fill in the information gap regarding the travel distribution system and its
operation and prepared the conceptual framework of distribution in tourism with the analysis of
the travel agent segment of the system. Their framework applies to the American tourism industry

structure, which differs from the European perspective; thus the gap still exists.

Distribution concepts were initially established in order to optimise the physical movement of
commodities, which at the end of the process should reach the customer at the right time, in the
right place and on the right terms. There is a large body of academic literature on channels of
distribution in general (e.g. Boone and Johnson 1973, Berman 1996, Stern 1969, Stern et al. 1996,
Wilkinson 1974), but there is a scarcity of texts applying the theory to the tourism sector and
testing its validity in different tourist markets (Crotts and Wilson 1995). Tourism is a combination
of service industries including transportation services, accommodation, attractions, food service,
travel distributors and tourism promoters. Each segment of the tourism industry has a unique
history but is dependent on the others for success (Nickerson 1996). The concepts of co-operation,
dependence and power are highly relevant in the tourism context. The dependence is even ‘written
into’ tourism, therefore it is even more relevant in the tourism channels context. QOther variables
that have been explored are a company’s reputation, trust, performance satisfaction, comparison
levels of alternatives, mutual goals, investments, adaptation, structural and social bonds. These
variables both theoretically and empirically support studying the relationships between travel

agents and tour operators.

2.4 Relationships in the travel trade

Go and Williams (1993) noticed that tourism comprises of a relatively small number of large
suppliers and a relatively large number of small suppliers, which creates quite a turbulent channel
environment. As recognised by Crotts and Wilson (1995) buyer-seller relationships in the travel

trade are complex, given the nature of tourism product (specifically package tours) (Figure 2.3).
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Figure 2.3 Buyer - Seller linkages in the international travel trade’s hybrid tour packages (Crotts
and Wilson 1995)

Entertainment Attractions Lodging Food and Transportation
Services Beverage
Tour Operator Tour Consolidator

Tour Wholesaler

Travel Agencies Incentive Travel
Companies

CONSUMERS

2.4.1 Differences between channels in manufacturing industries and in
tourism

An intangible tourism service cannot be physically displayed or inspected at the point of sale. It is
bought before the time of its use and away from the destination. That makes tourism dependent
upon information, either as representations or descriptions in printed or audio-visual forms.
According to Poon (1994) information is the ‘cement’ that holds together producers within the
travel industry. The links between and among tourism producers, including travel agents and tour

operators are provided by the flow of information.

Main differences between marketing channels in the travel and tourism industry {(as a specific
example of a service industry) and other industries concern the directions of different flows
apparent in the channels. Stern er al. (1996: 10) define a flow as “a set of functions performed in

sequence by channel members.” There are eight universal flows which include physical
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possession, ownership, promotion (usually forward flows) negotiations, financing, risking (both

directions), ordering, payment (usually backward flows).

Figure 2.4 Eight flows in the channels of distribution

Ownership Physical possession Promotion
A S Financing Negotiating Risking B
Payment Ordering 4

Source: Based on Stem et a/. (1996:10)

According to Rosenbloom (1995: 14) flows “provide the links that tie channel members and other
agencies together in the distribution of goods and services”. One of the most vital is the product
flow (physical possession and ownership), described as “the actual physical movement of the
product from the manufacturer through all the parties who take physical possession of the product

from its point of production to final consumers” (Rosenbloom 1995: 15).

As Duke and Persia (1993) noted, the ideas of product flow, ownership flow and title transfer, are
not always obvious or applicable where intangible services are marketed. In services marketing
consumers must come in contact with the firm to receive the service, but there is often little
tangible evidence of ownership or title which removes much of the conventional concept of “a
channe] of distribution”. Because of this reason some of the authors (for example Bateson 1992)
debate whether it is appropriate at all to consider the concept of channel in the case of services. For
others however, those differences based around intangibility made the subject more challenging

and necessary to examine.
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This is where the difference between travel and tourism and other non-service industries becomes
clearer: in a service industry the flows are movements of information, money and clients rather
than the items sold. In some industries the supplier or producer has at least decisive control over
the product, including pricing, quality and the manner in which it is distributed. This was
suggested by Petit - Rafer (1996) for the automobile industry in the UK, where the manufacturers
were the most influential members of a distribution channel. Travel and tourism principals
(understood here as suppliers of travel and tourism products and services) do not conform to the
motor industry model: travel intermediaries have far greater power to influence and direct
consumer demand when compared to their counterparts in other industries. The distribution
channel in tourism creates the link between the suppliers of travel services and their customers.
“Unlike other products which flow from producer to consumer, tourists flow to the product. This
inverted distribution system relies on intermediaries to perform much more than simple delivery

services” (Gartner and Bachri 1994: 164).

2.4.2 Channel players in tourism

The travel distribution system consists of tourists, suppliers and three main types of intermediaries:
tour operators, retail travel agents and so called “specialty channelers” (sic), which include
incentive travel firms, meeting and convention planners, hotel representatives, association
executives, corporate travel offices, etc. (Bitner and Booms, 1982). “Specialty channelers” are
easy to find especially on the US tourism market, although they can be found in other countries.
They might also be compared to Rosenbloom’s “ancillary structure”, the group of institutions that
assist channel members in performing distribution tasks. The same group can be also summarised

to some extent by the term of “a support network” in the stakeholders’ terms (Fill 1995).
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Figure 2.5 Tourism channels
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The distinction between travel agents, tour operators and principals is difficult and sometimes

arbitrary, because the number of types of tourism channel players is large. The examples of some

of the channel players quoted in the literature are shown in table 2.4.

Figure 2.6 General and tourism channel players
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Table 2.4 Channel players in tourism

Division Channel Role in the tourism distribution
player
Principal *  Gives authority to an agent who may then act for or
represent the principal. In travel and tourism (T&T)
hotels, transport operators and tour operators are
principals when they sell their products through retail
travel agents (Medlik 1996: 201)

=  Supplier of a service in travel and tourism industry,
provides the basic travel products, the “core” product,
such as transport, accommodation and amenities
(Renshaw 1992: 2-3)

GAM=FITCH

Travel agent -~ Organisation selling travel services on behalf of
principals for a commission.

~ Most travel agents also normally provide ancillary
services, such as obtaining passports and visas,

traveller’s cheques, currencies and travel insurance
(Medlik 1996: 259)

General sales | Agent appointed by a principal to handle promotion,
agent reservations, ticketing and inquiries for that principal in a
particular territory, may be also known as a sole agent
(Medlik 1996: 117)

Bucket shop - | A retail outlet selling cut-price wares, a travel agency which
Discount ticket | deals in unofficially discounted airline tickets (Medlik
agency 1996: 40)

CAMrF=>=M7I

Full-service Traditional agents who sell all travel, accommodation and
travel agents related services such as travel insurance, enabling clients to
create independent “packages” (Laws 1997: 116)

Holiday shops | Catalogue sales outlets for the tour operators who have
already pre-selected and packaged a range of holidays
(Laws 1997: 116)
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Table 2.4 (continued) Channel players in tourism

20==>AMT0 ACO-

Air travel
organiser

- Makes available accommodation for the carriage of
persons or cargo in any part of the world.

- Requires a licence to operate by the UK Civil Aviation
Authority (CAA), or the Air Trave] Organiser’s
Licence (ATOL). The licence shows that the organiser
of charter flights has lodged a bond with the CAA to
safeguard the holidaymakers’ money in case of the
company failure.

- A wider term than tour operator; includes air brokers
acting as agents for airlines (Medlik 1996)

Consolidator

Plays the role of the wholesaler by negotiating on behalf of
a host of retailers (sub-travel agents) a better deal on price

from the airline in return for a bulk purchase (Renshaw
1992: 85).

Consolidation is:

1. the practice of some travel companies of combining
bookings from several travel companies or individual
members of a public with a view of achieving the necessary
minimum numbers to benefit from group fares

2. the practice of tour operator of combining flight
departures to the same destination with a view to achieving
higher load factors, flights may be consolidated with other
flights of the same operator or another one (Medlik 1996:
64). '

Ground
arrangements

Local services provided for tourists at destinations, such as
hotel transfers, car hire (rental) and sightseeing, by a person
or an organisation variously known as ground operator,
ground handling agent, incoming tour operator and
destination management company (Medlik 1996: 121).

Incoming tour

Organisation providing local services for tourists at

operator destinations, such as hotel transfers, car hire and sightseeing
(Medlik 1996: 138).

Seat-only Operators specialising in “seat-only” sales, which involves

operator selling seats to customers who can make their own
accommodation arrangements (Renshaw 1992: 85).

Wholesaler An intermediary who usually buys goods from suppliers for

resale in small quantities to retailers and others; in tourism

the term is sometimes used as a synonym for a tour operator
(Medlik 1996: 274).
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Table 2.4 (continued) Channel players in tourism

Tour operator Organisation buying individual travel services (such as

transport and accommodation) from their providers
(such as carriers and hotels) and combining them into a
package of travel, the tour, which is sold with a mark-
up to the public directly, or through intermediaries,
(Medlik 1996: 250)

=  Assembler of brought-in parts who produce the holiday
package that the travel agent retails (although they can
sell directly to customer as well, with the ommitance of
travel agents). It plans, organises, finances and sells the
complete holiday package, which includes transport,
accommodation and food. (Business Economic Notes
1987 in Renshaw 1992: 4)

Tour A business entity that consolidates the services of airlines
wholesaler or other transportation carriers and ground service suppliers
into a tour that is sold through a sales channel to the public
(Renshaw 1992: 5).

The EC Directive on Package Travel (1990) uses the terms “organisers” and “retailers” instead of
travel agents and tour operators, which acknowledges the lack of EU-wide agreement on the
meaning of these two latter terms. The “organiser” is defined as a person who organises packages,
and offers them for sale, whether directly or through a retailer. The “retailer”, an equivalent to a
travel agent, is defined as a person who sells or offers for sale the package put together by the

organiser (Dawnes 1993: 69 - 87).

Tourism channel members versus general channel members

Suppliers (principals), wholesalers and retailers of tourism products and services have been
defined in a variety of ways the tourism literature (Table 2.4). However, the difference between
the range of services provided by the supplier, tour operator, and travel agent is not necessarily
clear. To what extent is a tour operator a wholesaler for the tourism product or a supplier? Can a
travel agent be referred to as a retailer? The answers are different in different sources (Altkorn and
Nowakowska 1992, Lavery 1989, Mill and Morrison 1992) and there is no uniformity of opinion

within the tourism field.

Similarly to a general distribution channel, a tourism distribution chain begins with a supplier /

principal. “Principal” means first in rank of importance, as they provide the core travel products,
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such as transport, accommodation and amenities. Without them there would be no further
organisations down the chain of distribution; they are principals to the tour operators and travel
agents (Renshaw, 1992: 2-3). Whereas this definition is broad, Medlik (1996: 201) narrows it
down to only those companies which sell their products through retail travel agents. At the same
time he adds tour operators to the group of principals, arguing that a tour operator also gives
authority to an agent who may then act and represent him and sell his product. Medlik also argues
that by buying individual travel services (such as transport and accommodation) from their
providers (such as carriers and hotels) and combining them into a package of travel, the tour,
which is sold with a mark-up to the public, a tour operator creates a new product. Thus, although
sometimes described as a wholesaler, a tour operator is, in fact, a manufacturer of travel products
with a role which is in some ways similar to that of a bulk-breaker in wholesale goods distribution,
though this analogy should not be taken too far. Medlik compares tour operators to parties

assembling product components, such as motor car manufacturers or book publishers.

Renshaw (1992: 5) notes another difference between tour operators and wholesalers: tour
operators do not sell in bulk, they rather sell individual units to individual members of public via a

retailer, or directly and they take the risk.

A travel agent is usually described as a person or organisation selling travel and ancillary services
on behalf of principals for a commission. The main functions of travel agents are those of a retailer
- to provide access for a principal to the market and to provide a location for the customer to buy
travel services (Medlik 1996: 259). Factors constraining effective communication between
destination managers and principals and their customers are: distance, time and lack of information
- travel retailers help bridge these gaps by outlets located in customers’ vicinity, providing
facilities for advanced reservations and providing comprehensive information (collaborative

aspects of the industry).

Renshaw (1992) notices that many people actually involved in the travel industry accept that the

trave] agent is a retailer. The following similarities are mentioned: travel agents and other retailers
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share the same prime sites, they have brochures on display, which are similar in the case to
products and goods of other retailers, they advertise products, offer discounts and marketing deals,
employ sales staff. They try to be more effectively retail oriented and employ sales and marketing
directors, usually brought in from outside retailers or manufacturers and they have buyers who
negotiate deals with suppliers. Supporters of the term ‘retail travel agent’ argue that these

similarities are more important than the concept and theory of retailing.

Nevertheless there are also differences between a travel agent and a ‘regular’ retailer. These
differences can be summarised in the following examples: travel agents carry no stock and
therefore bear limited financial risk, although they argue that the stock of brochures is huge and it
is costly to keep them all; travel agents never actually purchase the product, but act on behalf of
consumers. The process mnvolves no financial purchase and usually there is no charge to the

customer for using a travel agent’s services (Renshaw 1992, 6-8).

This practice could change in the future. Some of the tourism associations suggested recently that
agents should introduce fees for customers, because relying only on commission provided by tour
operators make travel agents vulnerable and leaves them in a weak negotiating position. For
example Advantage Travel Centres called for the introduction of fees to clients by the agency
sector in order to take control of their income. Smaller agents did not do too well as a part of the
dependency culture in which they were forced to rely on suppliers paying commission (TTG
1998/2310). So far agents receive commission on sales and are therefore compared to insurance
brokers or estate agents. Therefore Renshaw (1992) argues that the title ‘retail travel agency’ is

technically incorrect.

2.4.3 The development of channel structures in tourism
Although various structures are employed in tourism, in general tour operators and travel agents
provide the “linking services” of a distribution channel. They connect the great variety of tourism

companies, which create destination services, to their ultimate clients. The travel retailers make
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these services easily accessible to clients either through the traditional full-service travel agents or

holiday shops (Laws 1997: 113).

The traditional tourism distribution channel consisted of small, independent retailers whose
objectives were to maximise their own profits. Over time these retailers started to specialise and a
group of tour operators emerged as well. As specialisation went further and different groups of
intermediaries became prevalent in the tourism market, other processes took place which changed
the pattern of tourism channels. These processes were both vertical and horizontal integration.
“Some of the most familiar travel retailers are (...) owned by large tour operators, with the result

that the organisation is in effect an integrated business system” (Laws 1997: 120).

These processes are connected with the organisational and ownership patterns in the channels.
Selin (1993) notices that interorganisational alliances are becoming prevalent in tourism and the
reasons for that are rapid economic, social and political changes. Powerful incentives coming from
alliances are delivered to those companies which recognise their interdependencies and engage in
joint decision-making. Collaboration is the common ground linking multi-national firms, tourism

coalitions or co-operative marketing strategies.

One conspicuous feature of the travel industry is that its network structure is highly changeable.
Hankeland (1995) concludes that the importance of stable personal ties is considered to be decisive
in maintaining well functioning collaborative relationships, as was the case with Norwegian
international tourism. The basis for confidence in the relationship is gained by personal contact
with collaborating partners in the first place, educationals, good reputation among customers and

good quality brochures. He emphasises especially the value of social bonds in tourism (Hankeland

1995).
In the 1990s direct channels became more and more popular. In those channels consumers tend to

contact the suppliers of tourism products directly. There are also tour operators selling their

products directly to the public, omitting travel agents. This practice is popular both amongst
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medium-size tour operators and large ones, who sometimes have their own direct sales outlets.
Duke and Persia (1993) explore the differences between clients of tour operators using direct
channels and clients of travel agents. They notice that the difference is connected with the
characteristics of the product itself. The riskier the nature of purchasing services the more pre-
purchase information for services is needed, and the more informal and independent sources of
information are used. In order to recognise the difference between clients of both channel
structures, respondents were asked for information on the importance of decision-making
attributes. These attributes included the reputation of a tour company, brochures, travel agent
recommendation, recommendation of friends and relatives, destination, time of the tour, previous
experience with the tour company, ease of bookings and elimination of financial risk. All these
attributes create a list of criteria for building relationships with the clients. They conclude that tour
operators must strive to obtain and reinforce high quality reputations with their clients. At the
same time agencies must strive to maintain contact with operators providing high quality tours to
desirable locations, streamline booking procedures and added services to make tour purchasing

easy.

Another reason for using direct channels is the fact that tourists have become more knowledgeable.
Richards (1995) says that the agents are increasingly being left behind the skilled consumers, who
are able to invest more heavily in specialised product - knowledge acquisition. Such consumers are
turning increasingly to direct product suppliers and packaging their own travel product, bypassing
the travel agent. Bridging the information gap between skilled consumers and retailers is more
likely to involve increasing retail specialisation supplied by information technology. As
technology improves, more and more products and services are offered in direct channels.
Sometimes these products are very similar to these offered by indirect channels. Customer
offerings may overlap between segments, so areas of potential conflict between operators and

agents can be identified along with solutions which can optimise the success of the entire channel.

As Richards (1995) notes, the key information-exchange role of the retailer has been a primary

factor in shifting the balance of power in the chain of distribution away from the manufacturer to
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the retailer in most European markets. As product ranges expand, especially in travel and tourism,
the difficulty of acquiring expertise over the whole range of products and services increases. CRS
and videotext systems can provide a large amount of information about timings, availability and
price, but they can supply very little information about the actual content of the product. The role
of experiential information, provided in ‘educationals’ or ‘fam trips’ for agency staff is important
in making product choices and that role makes them essential for the consumer. It is useful, at this
point, to stress the role of domestic IT and the Internet in extending the quality and scope of
customers’ data acquisition about holiday destinations and other relevant factors. Thus, the ‘key

information — exchange role’ mentioned above is under threat.

2.4.4 The nature of travel and tourism products and models of relationships

The tour wholesaler builds a network of relationships among functionally specialised firms to
produce a synergistic product. It is not sufficient to simply contract inputs from facilities and
services at prearranged times to create a satisfactory experience for consumers. The attitude and
style in which each organisation renders its services is also important (Smith 1993). Therefore the

relationships between co-operating companies tend to be important for the successful exchange.

Similarly, the balance of power in tourism distribution channels is perceived as the relationship
between demand and supply. Power changes while the balance between those two variables
changes, which indicates that each of the groups of channel players has the ability to lead the
channel, depending on the relationship between supply and demand at the time. However,
generally tour operators are perceived as the most influential group (Gartner and Bachri 1994,
Buhalis 1998). The position between the supply side represented by principals and the demand
side depicted by travel retailers and consumers gives them the power over these two groups. Laws
(1997) argues that a factor distorting the operation of channels is that a dominant member, usually
a major tour operator, can offer extra inducements beyond what is a normal business practice to
entice retailers (or their staff) to sell particular holiday brands (extra incentives and volume

performance targets). Whether this is a distortion or simply a normal characteristic of channel
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members’ behaviour is open to debate: the manipulation of financial margins and non-financial

benefits can be regarded as entirely conventional.

However, some authors (Poon 1994, Bennett 1995) state that new trends emerging in the tourism
environment will change the process of value creation in the tourism industry. Therefore the future
of some intermediaries might be questioned. The change will influence the relative position of
different players in the industry, enhancing the role of players that are closer to consumers (Stern
et al., 1996, Skinner et al. 1992). The other sector, which according to Poon (1994: 205-206) is
expected to gain, is the sector of companies that can most efficiently control the production and
distribution of the industry’s information. Travel agents, airlines and suppliers on site are all
expected to increase in influence within the industry, while the role of tour operators is expected to
decline. As the result of diagonal integration and information technology travel agents and
suppliers will be able to replace the tour operators and their role by user friendly computer
systems, linking together principals and retailers. Buhalis (1997, 1998) advocates the development

of IT systems dealing with distribution issues on behalf of destinations.

Back in 1982 Bittner and Booms predicted that travel agents’ roles would change because more
competition would be prevalent in the industry. New competition coming from technology, new
systems and banking companies has already emerged. Consolidation and greater concentration will
take place on the tourist market. They suggest that travel agents must develop in their use of
marketing techniques (especially knowing their clients), product line analysis, use of information
systems, knowledge of travel destination and suppliers and how to interact and negotiate

successfully with them.

Atherton (1994) has a darker vision of tourism chamnels development in the future with regard to
technology. He thinks that there will be more and more use of audio-visual and computerised
marketing tools which present more accurate and timely information on which to build expectation
of enjoyment. The ultimate solution, he suggests, may be ‘virtual reality’ technology, which could

replace not only travel agents and tour operators, but the tourist industry as a whole. However, by
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specialising in the above mentioned activities, both tour operators and travel agents will be able to
survive in the market. The analysis of the aforementioned elements should provide information on
the system as a whole and how precisely the system and the actors in it operate, which should in

turn assist tourism managers in their process of creating of the best marketing strategies.

2.4.5 Comparisons between tourism channels

Channels for services in developed and less developed countries

Kale (1986) notices the difference in channel relationships in developed and less developed
countries in an Indian case study of the channel in the tungsten carbide tool industry. The power
advantage of manufacturers over dealers in developing countries seems to be evident. As it is
usually a sellers’ market, the demand for goods and services persistently exceeds their supply
level. An absence of diverse infrastructure and significant barriers to entry connected with the
production technology and amount of capital required, as well as constraints on production
capacity, mean that there is little threat of new entrance. Few alternative channel opportunities
mean that the likelihood of a middleman terminating the relationship with a manufacturer because
of his coercive tactics is very small in a sellers’ market. That obviously increases the willingness
of a manufacturer to exercise coercion in the relationship with middlemen. Kale’s (1986) findings,
although based on a single case study, confirm Wilemon’s (1974) view that the distribution of

power within marketing channels depends on the characteristics of the market structures.

Wilemon (1974) looks at three types of markets: the unorganised market, the sellers’ and the
buyers’ market and distribution of power within them. In the unorganised market wholesalers are
often dominant members of channels and their ability to influence other channel members is
derived from their economic strength and strategic position within channels which allows them to
control various channel functions. This ability erodes as changes occur in the strength of other

channel members.

In the sellers’ market manufacturers are slowly able to develop their financial resources and

capabilities which help them to manage and to some extent create demand. The period is generally
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marked by the domination of channels by large manufacturers. As the manufacturers increase their
capacity and financial strength, the general imbalance between demand and supply at the macro
level gradually shifts to a state of production surpluses, rather than scarcities, for many products.
Changes occur then which include competitive pressure on marginal channel participants, vertical
and horizontal integration, economies of scale, legislation affecting the operational behaviour of
channel members and shifting of functional responsibilities among classes of channel members.
These changes affect the power relationships among channel participants. In the buyers’ market a
general trend towards the equalisation of power amongst the participants within marketing
channels occurs, especially between large retailers and large suppliers. Channels being open
systems would be dependent upon the outside structure of the market, especially in case of

perishable services sector.

Power in tourism channels

Mill and Morrison (1992: 493) comment on channel relationships and power in the tourism
system. According to them the balance of power is very much a balance of supply and demand.
The tour operator may have the power for example in the early stages of destination development.
At this point destinations and other suppliers may be more willing to make concessions to a
wholesaler who will actively promote a new destination to a mass market. Once the destination
gains in popularity tour operators’ influence is reduced and they may even be excluded from the
market. However, as Buhalis (2000) notes that this is the case only in large and very popular
destinations, for example in London (Mill and Morrison 1992). In other destinations it is the tour

operator which exercises its power over other channel members.

With the passage of time a shift in the location of power in channels of distribution in tourism
takes place. Different channel players on different levels of distribution become more important
than the others in various stages of the destination or product development. From the supply
perspective it is possible to forecast which principals are more powerful by looking at the tourist
area life cycle, a concept introduced by Butler (1980). The evolution of tourism is closely linked to

the evolution of destinations, which subsequently is driven by transport development (Cooper et
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al. 1993: 89-91). The tourist area lifecycle states that destinations go through a cycle of evolution
similar to the lifecycle of a product. The concept of the product life cycle itself can underpin the
shift of power. In tourism it might be a specific type of a tour, for instance a package tour or a city
break, the development of which could possibly change the importance and power of a tour
operator or an agent in the context of distribution. Buhalis (1995) demonstrates the role of tour
operators in packaging and managing tourism products, often at the expense of destinations and
suppliers. His research, undertaken in Greece, demonstrates that Mediterranean hoteliers find the
power of tour operators from Northern European countries very challenging, as tour operators

increasingly reduce the hoteliers’ profit margins (Buhalis 2000).

Consumer adoption process

The balance between demand and supply for a specific product underpins the product life cycle,
the tourist area life cycle and the consumer adoption process. The consumer adoption process is
connected with the launching of new products onto markets. Before customers buy a new product,
they must learn about it. This ‘learning’ is called the ‘adoption process’ and consists of five stages:
awareness, interest, evaluation, trial and adoption (cited in Doyle 1998). When customers know
that the product exists in the market, it is interesting from the supplier’s point of view how the
product spreads through the market. This process of diffusion has several implications for the
company which sells the product. Firstly, it helps to identify the appropriate segment for targeting.
It is common to identify five segments distinguished by the time they take to adopt the product
(updated by Rogers 1983). These segments are: innovators, early adopters, early majority, late
majority and laggards. A shift towards retailer power is also connected with consumer adoption
patterns (Rogers 1983). As the product is adopted by more and more consumers, those retailers
who actually sell the product become more powerful. It can be noted here that there is a
considerable difference in the product adoption process between Britain and Poland in tourism,
where the mass market holidays have been popular in Britain for at least 30 years, while in Poland

they are a relatively new product.

A similar viewpoint regarding power and demand — supply balance is sustained by Konieczna -

Domanska (1994). She argues that the relationship of power and dependency between principals
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and travel companies gives the latter group the opportunity of demanding special terms, conditions
and standards connected with the nature and quality of the tourism product’s investments and also
decisions on their usage. However, sometimes tour operators and travel agents are dependent upon
the suppliers of travel and tourism products and services. This happens when competition between
travel agents in the market is high, the number of the intermediaries is large and the demand for
tourism products exceeds the supply. Nevertheless, in the co-operation between a product supplier
and a travel company, the power of one side over the other will be directly connected with the
relationship between demand and supply of tourism products. When demand is larger than supply
(d > s) principals are more powerful than anybody else in the tourism chain, while in the opposite

case (s > d) travel companies are more powerful in the chain.

In the case shown by Buhalis (2000) tour operators control demand. According to him tour
operators are generally perceived as the most influential group within the channel of tourism
distribution. Their position between the supply side, represented by principals, and the demand
side represented by travel retailers and consumers, gives them the advantage over these two
groups. Some of their key techniques, giving them advantage over other channel players, are

(Buhalis 2000: 125):

Timing contract negotiations to coincide with periods of low occupancy,
Using customer satisfaction surveys to their advantage,

Directing tourists to particular properties,

Making the sale of unused rooms difficult for hoteliers,

Altering the image of destinations and properties,

Playing hotels against each other, and

I

Oligopsony (few buyers).

The aforementioned techniques give the tour operators enhanced power over hoteliers and other

groups of suppliers.
Gartner and Bachri (1994: 163) noticed the connection between the importance of different groups

of channel players in terms of their power in developed and developing countries. On the basis of

an Indonesian case study they concluded that a tour operator will have the more influence in the
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travel decision process and hence become more important both to the traveller and destination
area, the greater the distance from the point of visitor origin to destination. The reason for this is
that tour operators are often the first and most influential link in the tourist flow chain. The
dependence of developing countries on foreign tour operators derives fundamentally from the
expertise of these operators as producers and wholesalers of tourism related services, their

knowledge of international markets and their access to the relevant complimentary services.

Tourists depend on tour operators as sources of presumably expert information about product
quality and consumption expectations. Tour operators are labelled as specialists in the areas of
marketing, public relations and management because of their skill in Linking a country’s
destinations to the traveller. They are considered specialists in distribution of tourism services and
can achieve higher sales volumes than single service providers. They gained the ability to obtain
low cost charters and packages can be marketed on the basis of their brand name. A tour operator
distributes information about different destinations, hence building an image of that destination,
even if the traveller does not use the tour operator’s services. External sources of information are

minimised for the individual if they choose to use the services of a tour operator.

It is not always the case that tour operators are the most influential group. In the travel trade, roles
and relationships are flexible and constantly adapting to changes in the market, new realities and
opportunities. On one side there is a greater concentration of power in the hands of fewer large
tour operators. On the other hand, as tourism diversifies, there are greater numbers of agencies
dealing with the more specialised types of tourism. Vertical integration is also increasingly
common with the same companies controlling tour operators, retail agencies, airlines and hotels.
Tour operators have increasingly acquired their own chains of retail agencies. Although these may

sell a range of packages, they naturally favour the packages of their own ‘in-house’ tour operator.
Researching the distribution of power within tourism marketing channels seems to be a difficult

task taking into account the covert nature of some aspects of the travel trade. This obstacle makes

it difficult to find out how the tourism system is operating, who is doing what, where most
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influence is being exerted, and what likely outcomes may result. This is all part of insider
knowledge. It comes from a wide network of relationships and sources of information, which may
take years to build up (Doswell 1997: 76). At the same time, however, there is no substitute for the
analysis of the dynamics of power and its structure in an industry to reach plausible conclusions
about who controls the marketing channel. The issues involved in each industrial setting must be
carefully examined and the scope of each commercial channel member’s power with respect to
each of the marketing flows must be defined. Sometimes it may even be necessary to break the
flows down into component parts in order to perform an adequate analysis. The ultimate answer as
to who should lead the channel must be left to an empirical analysis of power and the relevant
payoffs from its use on a case-by-case basis (Stern et al. 1989). Thus the analysis of the tourism

channel structure in each country will follow in chapter 3.

2.5 Frameworks for international comparisons

Kale and Mclntyre (1991) take the stance that channel studies should be conducted in different
countries. A large variety of constructs beside culture influence the nature of channel relationship
1n various countries. It can be the product category, the demand - supply situation, the competitive

environment or personalities of the actors in the dyadic relationship.

Over the past ten years researchers concentrated on well-supported models that define many of the
relevant variables which influence the success or failure of buyer-seller relationships (Heide and
John 1990, Hallen et al. 1991, Han and Wilson 1993, Crotts and Wilson 1995). The problem with
the conceptual side of marketing channel issues is that there is no one specific theory addressing

the issues, but a set of theories.

Frazier (1999) comments on research undertaken in many areas of distribution, especially those
that take place and are important in various stages of channel relationship development. The most
popular theories, on which the integrated models are based, are exchange theory, transaction cost
analysis and social network theory. Models develop a conceptual framework that creates a way for

providing a perspective on how management of distribution channels should proceed in the future
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to promote most progress. However, such an approach always limits the breadth of the research

issues on channel organisation and management.

The evolution of stable buyer-seller relationships is poorly understood among both large and small
tourism businesses (Crotts et al. 1998). The relationships between tourism suppliers and retailers
have been developing virtually from the beginning of the travel trade, but it seems to be even more
difficult to nurture them in a competitive environment. Insufficient understanding of the

relationship development process can lead to misunderstandings, leading in turn to a premature

dissolution of the alliance.

Buyer-seller relationships are formed and managed under three distinct models (Crotts and Wilson
1995, Crotts et al. 1998): adversarial, “interlocken” (sic) and co-operative. Adversarial models are
connected with the supply-demand imbalances; in the “interlocken” model only those buyers are
accepted who are members of the exclusionary group. The co-operative models include long-term

alliances between buyers and sellers in order to produce attractive packages at the lowest costs.

Where supply exceeds demand, a buyer pits suppliers against one another to achieve lower prices
and service concessions. Where demand exceeds supply, the power imbalance favours the seller.
In such settings transactions are discrete and no long-term commitment is implied. The potential
for future exchanges rests with the choice of alternatives. Crotts ez al. (1998) establish that where

one firm sells to another firm, they switched from an adversarial to a co-operative model.

The main framework for the analysis in the research is based on three models, which are
introduced in the following section. Borys and Jemison (1989) define the relationship development
process in four general stages which are:

1. defining the purpose of the relationship,

2. setting the boundaries of the relationship,
3. value creation, and
4

hybrid stability.
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Borys and Jemison’s (1989) model was improved by Crotts and Wilson (1995) who add the fifth,
preliminary, stage of “search and selection of an appropriate partner” to the initial four. Crotts and
Wilson (1995) recognise a need for an overall model that blends the knowledge about the variables
that make for a successful relationship with information on the relationship development process.
They propose an integrated model of buyer-seller relationships in international trade that blends
the variables of the empirical “success” models with the stages of the relationship process model.

Crotts et al. (1998) apply their model to the tourism industry.

Similarly, Kale and MclIntyre (1991: 31-45) suggest that there are three interfirm channel
interaction processes: initiation, implementation and review. During the initiation process,
companies look for partners and initiate channel relationships with them. After the perception of
desired and expected rewards is formulated, the search phase and the negotiation phase are

completed.

The implementation process is a steady co-operation process, where companies deal with each
other, securing their own businesses by managing on-going channel relationships. It begins when

exchanges of products, services and information start to take place between channel partners.

The review process encompasses the evaluation of the benefits of the relationship versus the cost
incurred in maintaining it. Usually the evaluation of both personnel and company performance is

then taken into account.

2.5.1 Kale and MclIntyre's (1991) and Crotts and Wilson’s (1995) models

The Kale and McIntyre (1991) three-staged model will be used here in combination with Crotts,
Aziz and Rashid (1998) measures of buyer-seller relationships, as they cover main elements of the
relationship development process, both from the economic and the behavioural perspective. Within
the three stages of Kale and McIntyre process there are many constructs involved, which shape
channel relations between dyadic partners: here a travel agent and a tour operator. In order to find

out what these relationships are a number of questions should be answered in order to compare the
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stages of development of tourism channel relationships in Britain and Poland. Relationships

existing in the British tourism market are expected to create a model for the Polish companies.

The relationship development is a process where the buyers and sellers move from discrete
transactions to a relationship characterised by interdependence and relationship commitment.
Within each stage there are constructs that influence the development process; some of them are
active, some are latent, which does not mean less important. They become dormant, because the
issues they represent can be assumed by those engaged in the relationship. The stages in the
process have already been described; the rationale for placing the active constructs in each stage

will follow.

The initiation phase

The first level of channel interactions, the initiation process, begins when members perceive a
need to form a relationship. This phase consists of the search and selection phase and the
negotiation phase. It is of interest how, why and when the relationships begin, who starts the
selection process a‘nd what characteristics the most desired channel partners have. The question
arises as to how to choose channel members. Coulson - Thomas (1992) notices that the selection
of the most appropriate channel will depend on a number of factors, like the company strategy
regarding marketing and distribution, customers, products and costs involved. The market is the
major constraint - the type, number and distribution of customers, their purchasing power and
patterns and the absolute level of sales will impact upon the choice of intermediaries. There is a
difference in the characteristics of consumers in Britain and Poland, especially in terms of their
buying power; therefore there will be a difference in the selection processes employed in both

countries respectively.

The active constructs in the search phase are performance satisfaction, trust, reputation and
comparison levels of alternatives. Performance satisfaction is relevant to rewards, both expected
and deserved, which companies want to achieve by engaging in the relationship. It is the degree to

which the business transactions meet the business performance expectations of each partner in

-54 -



servicing the customer. Both product performance and service related attributes are taken into

consideration (Crotts and Wilson 1995).

Most definitions of trust involve a belief that one relationship partner will act in the best interests
of the other partner. Trust can change in time (Moorman er al. 1993). A company’s reputation or
image can be defined as a potential partner’s perception of the firm’s ability to create value. If the
decision-maker has not had direct experience with the potential partnering firm, then the image is

the only source of available information.

At the same time social bonds might be important as well, since when the company owner is
personally acquainted with the potential partner it is easier to assess the performance in terms of
these variables. Social bonding is the degree of mutual personal friendship and liking shared by the
buyer and seller, which might affect the search and selection phase. When the seller is unknown

then reputation and trustworthiness will come first.

The quality of outcome available from the best possible relationship partner (Anderson and Narus
1990) will be of importance during the selection phase. The terms “comparison levels” and
“comparison levels of alternatives”, already mentioned, are used by Anderson and Narus (1990),
Stern et al. (1996), and Crotts and Wilson (1995) to describe the process whereby the optimal
partner is selected. The process of assessing the quality of a potential supplier on the basis of

initial contacts is the start of the process of buyer - seller relationship development.

During the negotiation phase channel members should establish mutual goals and values to
prevent conflict and deepen the level of co-operation. Goal-sharing can only be accomplished
through joint action and the maintenance of the relationship, which is the main consideration of the

second, the implementation phase.
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The implementation phase

The implementation phase begins with the exchange of products, services and information. The
key aspects of this phase are the roles performed by various channel players, the level of influence
of one member over the other and the choice of influence strategies. It is interesting how the co-
operation is managed within a channel, which company plays the role of the channel leader and
what types of channel behaviour might be noticed. Reputation becomes a latent construct, as it is
no longer needed; the companies are now proving themselves in actions. However, the social
bonding construct becomes more important than in the initial stage. The other active concepts are
co-operation, dependence, interdependence and power. Crotts and Wilson (1995) mention as well
the concept of non-retrievable investments, by which they understand relationship-specific

commitments of resources which a partner invests (also Heide and John 1988 and Berman 1996).

Power, authority, dependence, leadership, conflict and satisfaction are important in establishing the
extent to which these concepts have impacts on the management of channels. Different types of
organisational structure of channels and their connection with the environment (conventional

channels, integrated channels, horizontal, vertical and diagonal integration) are important too.

The review phase

Within the review process each company involved in the channels measures the responsibility for
rewards and losses and evaluates the personnel and firm performance. The concepts active at this
stage include comparison levels of alternatives, adaptation and structural bonds. Adaptation occurs
when one party in a relationship alters its processes or the items exchanged to accommodate the
other party (Han and Wilson 1993). Structural bonds are impediments to the termination of the
relationship. At this stage mutual goals, co-operation, performance satisfaction, social bonding and

trust seem to be in a dormant state.
Anderson and Weitz (cited in Stern et al. 1996) argue that power imbalance leads to a perception

of decreased continuity in a channel relationship, suggesting that balanced power relationships

imply greater stability. In order to avoid conflict, which destroys relationships, channel members
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should regularly monitor the performance and satisfaction levels of all channel members. Here
communication is a critical element in maintaining a healthy relationship. Alongside the balanced

power, uneven levels of dependencies should preferably exist in the channels (Frazier 1999) to

keep a stable relationship.

The systems of monitoring implemented in the tourism channel, evaluation and assessment of the

roles’ performance of channel players are vital to analyse whether the relationship is successful or

not.

Holloway and Robinson (1995) identified five types of monitoring: performance control, quality
control, financial control, efficiency control and strategic control. The first two, namely
performance and quality control are relevant in channel research. Performance control is designed
to make sure the organisation meets its set targets in terms of turnover, profitability, market share,
return on investment, quality and consumer attitudes. Control is dependent upon a regular flow of
information which will indicate performance variance coming to those responsible for corrective
actions. The extent to which these targets are being met can be monitored regularly, provided the

required information is available.

In profitability control, the organisation will be concerned not only with overall profitability but
also with the profitability of each profit centre or product range. The tour operator will be looking
at profitability not only at the programme level, but also by brand, season, resort and hotel. Tour
operators will track the performance of individual retailers closely in order to identify the most
productive outlets. Thus performance control will be targeted at tour operators — travel agents
relationship, while quality control is directed towards tour operators — suppliers relationship and

customer satisfaction.
By controlling quality tour operators pay attention to the requirements that their products live up to

their description in their brochure, because this is required under law. They are establishing

acceptable tolerances for levels of complaints as this is a measure of quality control. All the major
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tour operators have for many years monitored performance through customer satisfaction

questionnaires. The level of repeat bookings is taken into account in measuring quality control.

More and more often information technology (IT) facilitates the process of “streamlining of the
distribution chain” (Hoffman 1994) and helps in monitoring relationships between agents and
operators. Some of processes from the initiation, implementation or assessment phase are driven

by information technology.

The areas of channel relationship development process are investigated in Britain and in Poland,

following the research process covered in chapter 4, the methodology section.
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Chapter 3

Overview of the Travel Industry in Britain and in
Poland

Tourism is a form of leaming and experiencing the world; it becomes a way of life for the
contemporary man (Przeclawski 1994: 21). It can become a factor of change and its functions can
be either positive or negative with regards to the level of life, the quality of life and even the sense
of life. It can improve the quality of life by making it easier to establish new social contacts. It also
changes institutions which are directly involved in providing services for tourists, including tour
operators and travel agents. Tourism can be a factor of technical progress — it stimulates the
modernisation of means of communication between companies. Tourism can integrate the
exchange process and stimulate economic development in less developed countries (Przeclawski
1994). For these reasons it is often treated as a priority sector in ex-socialist countries in the
process of transition to the market economy (as in Bachvarov 1997 and Akehurst 1998), along
with sectors such as agriculture, commerce and communications. Its priority is assessed by the

volume of its expected contribution to the national economy and to foreign currency earnings.

The UK is one of the countries where this contribution has been generated in a well-planned
manner, mainly thanks to the development of specialised travel intermediaries. The emergence of

intermediaries in Britain and Poland is presented below.

3.1 The development of travel companies in Britain
Economic, socio-economic and demographic trends are taken into consideration while assessing

the development of tourism. As the demand for tourism products is elastic, the state of the
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economy has a major effect on the level of tourism in a given country. Renshaw (1992: 39-47)

proves that that is definitely the case with the development of the British tourism.

In the 1950s the UK was in debt after the war and the currency was kept under tight control to
prevent an outflow of funds. It affected outgoing tourism, which can form a substantial part of a
country’s flow of funds abroad. Exchange and import controls, which were imposed, restricted the
amount of currency people could take abroad. In the 1960s these restrictions were eased, but still it
was a difficult time for the travel trade, because of the combined effect of a major economic
recession and the higher level of inflation. In the 1970s the trend changed and holidays abroad
became much more popular amongst British tourists than domestic. However, higher prices and
fuel costs in the 1970s caused the developing inclusive tour market in Britain to fall by 18% from
1973 to 1974 (Renshaw 1992: 40). In 1979 the UK holiday trade started to recover after all
restrictions on currency movements had been li‘fted. The currency exchange rates had a significant
impact on the attractiveness of foreign travel, and the strength of sterling made it possible and
beneficial for the UK tourists to travel abroad. Domestic resorts were no longer perceived as

attractive but rather as out-dated and unable to compete with the continental products.

Attitudes towards travel and holidays changed due to socio-economic trends. In the 1950s
developments in transportation and accommodation and the relaxation in the regulations regarding
travelling improved the tourism experience. The high demand for the overseas tourism created the
space for the development of a tour operation sector. Tour operators emerged as a separate group
from the travel agencies sector, to meet the needs of travellers. The demands of holidaymakers
were changing and increasingly the quality of tourism products and services became an important
issue. Trends were changing from the common ‘3 S’ (sun, sea, sand - Holloway 1994, Crick 1988)

package to activity and cultural holidays.

This situation was reverse of what was happening in Poland at the same time. Tourism there meant

either domestic or intra-bloc holidays (Brown 1998, Buckley and Witt 1990); with most holidays
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being of a group nature and organised by trade unions, schools and other institutions with a state

covering most of the costs of the accommodation and transport (Hall 1991: 84).

3.1.1 Travel agencies

Originally transport suppliers, especially sea and air businesses, needed travel agencies more than
tourists looking for holidays. According to Renshaw (1992: 66) travel agents developed not
because of the customers’ needs, but because transport suppliers needed a new means of
distribution for their products. It was not always possible for principals to integrate forward,
because the costs involved in developing an owned network of booking offices were prohibitive.
The early companies, the best example being Thomas Cook, were given licences by long haul
shipping companies and, later on, international airlines. “They also traded as tour operators in their
own right” (Renshaw 1992: 66) and the distinction between a supplier and an agent was often far

from clear.

The agents as a significant separate sector emerged in Britain in the 1950s. They serve different
categories in society, and those groups benefiting from the agents’ services are (Callaghan et al.

1994):

-~ the industry principals and suppliers (by gaining the access to a widespread network of
outlets)

—  the travelling public (by using the expertise of travel agencies the travelling public saves itself
time, effort and money; the service should be personalised and unbiased and contains a range
of ancillary services)

~  the business community (by gaining necessary advice regarding travel and hotel reservation
and ancillary services).

In the macro perspective the UK economy is benefiting as well since there are around 8000 travel
agents; their annual turnover makes an important contribution to the economy and employment as

at least 5% of GDP comes from tourism.
During the early 1960s many unlicensed agencies were set up. The entry requirements were not

too high: all that was needed were premises, some furniture, a telephone line and staff. There were

no controls, no licensing, no compulsory membership of any of tourism organisations, no bonding
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or consumer protection schemes, no requirements regarding premises or qualified staff.
Newsagents or green grocers opened travel businesses at the back of their existing offices. It was

not a surprise that some agencies handled the tour bookings badly. A similar situation occurred in

Poland in the late 1980s.

In 1964 Sir Henry Lunn and Poly Travel combined their branches and created the country’s largest
travel agency chain, known as Lunn Poly. Big agency chains became visible in the British market
and demanded improved commission rates. The rates moved only slightly, indicating the

increasing squeeze on profit margins in travel retailing.

In the late 1960s the battle started between agents and direct sell operators, representing two levels
in the distribution channels. The competition between the two seems to be an on-going process
nowadays as well, but first started immediately after the retailers’ level was firmly established

within the channels.

The period of the early 1970s was the beginning of so called the “March of the Multiples”, when
the importance of chains grew considerably, however, it was the 1980s when this significant
change to the structure of the sector dominated the travel trade. A number of companies were
involved in a series of spectacular take-overs and mergers in which bigger companies absorbed the
smaller chains and some independents. The numbers of travel companies went down, but the
numbers of branches significantly increased. The big chains of multiples not only expanded their
branch networks but also increased their market share, putting further pressure on independent
agents. The growing competition between the multiples produced new incentives for customers
such as free travel insurance and free transfers to the airport as well as low or no-deposit

incentives.
The tourism organisations and associations for travel agents and tour operators, especially the

Association for British Travel Agents (ABTA), started to play an important role in the travel trade.

ABTA, using its regulatory role, introduced a few rules for its members, which shaped the
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relationships between travel companies. The most important ones were the ‘Stabiliser’, bonding

and restrictive practices (Renshaw 1992: 75-80), which will be referred to later in the text.

3.1.2 Tour operators

During the 1960s, the foreign inclusive tour (package holiday) became established in Western
Europe. A package can be defined as a pre-arranged combination of components, sold or offered
for sale at an inclusive price, normally comprising transport and accommodation but possibly
including other tourist services not ancillary to transport or accommodation (Evans and Stabler
1995). The original concept of the inclusive tour was developed well before air t;avel, but the
growth of the package tour mirrored in a way that of the aviation business. Another key element in
its expansion has been the role of the tour operators, starting from the train trip organised by

Thomas Cook in 1841 (Renshaw 1992: 57, Evans and Stabler 1995).

Evans and Stabler (1995) presented the short history of the development of the tour operator
sector, but their analysis is limited to air inclusive tours, therefore excludes ferry markets (1993:
8.4% of holiday bookings). They identified three distinct phases in the development of the UK
tour operating from the 1950s to the present date. These stages can be viewed in terms of both the
product life cycle and the maturity of market and they regard the organisation size, structure,
financial performance and market competitive position of the UK outbound tour operating

industry.

During the “introductory” phase (1950 - 1964) the industry was highly fragmented but grew
steadily at a modest pace as new operators entered the market and catered for affluent travellers.
The introduction of a major international industrial conglomerate, the International Thomson
Organisation marked the beginning of the “growth” phase (1965 — 1989). Rapid growth and
development in air travel technology, the “mass” market of travellers, a volatile record of
profitability and a sharp rise in market concentration characterised that phase. During the
“maturity” phase (1990 — to date) the pace of market growth slowed down with increasing market

concentration, at the same time as tourists showed a shift in interest from standardised “package
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holidays” to individual travel arrangements. Customers also demanded the raising of quality of
products and services. Since the 1990s the financial performance of the dominant tour operators
(usually public limited companies) measured by profitability improved more than market share.
The major companies switched from price competitiveness to building brand loyalty by matching
supply more closely to changing demand patterns, cutting costs, diversifying and strengthening
vertical links or formally integrating. The major companies in the market were Thomson
(established in 1965), First Choice (founded in 1972) and Airtours (Pendle Airtours started in
1978). By the end of the 1980s it was questionable whether smaller operators could survive the

competition with the major companies but the Monopolies and Mergers Commission (MMC)

reported in 1988 that the market was competitive.

The regulations regarding the air inclusive tours (AIT) market were set up by the Civil Aviation
Authority (CAA) through the Air Travel Organisers’ Licences (ATOL) and are issued each year,
giving an indication of the size of the total market and relative market shares. The reasons for
rapid growth of the AIT market mentioned by Evans and Stabler (1995) are geographical (the
UK ’s island location) and sociological, as UK residents consider holidays a high priority in their

discretionary expenditure.

The historical overview will be followed by recent trends in the British travel agencies and tour

operators.

3.2 Trends in the structure of the British travel trade

3.2.1 Characteristics of the British travel and tourism in the 1990s

According to Swarbrooke (1996) 58% of adults in the UK take a holiday in any one year. The
higher than average propensity to travel comes from the fact that the UK is an affluent,
economically developed and urbanised country, located on an island. Key differences between the
UK and other European countries lie in less severe seasonality; package holidays represent here a
dominant form of foreign holiday-taking. In terms of distribution, most UK travel agents are

concerned with outbound tourism, whereas in other European countries this segment focuses on
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inbound and domestic tourism. Direct booking has not developed in the UK to the extent it has in
some other countries. The differences between the UK and Europe are connected with lower level
of economic development in Southern and Eastern Europe, different political history in Eastern

Europe and the fact that the UK is mainly an outbound tourism generator.

3.2.2 The structure of travel and tourism industry in the UK

The UK travel and tourism industry may be considered to have three distinct components: the UK
travel industry, the UK tourism industry and the UK passenger transport industry (Key Note
Report 1994). These sectors are not entirely separate, in the sense that there is an overlap between

them in the markets they serve.

The UK tourism industry consists of UK hotels and other providers of accommodation, both
serviced and unserviced, as well as restaurants, stately homes, heritage sites and a host of other
leisure and entertainment facilities made use of by tourists visiting or travelling within the UK -
both UK and foreign residents. The role of this sector is to meet the needs of people at their
destination. The UK passenger transport industry, comprises organisations such as UK-based
airlines, ferry and cruise line operators, bus and coach companies, and railways. The role of this

sector is to meet the needs of people travelling between their point of origin and their destination.

The UK travel industry consists of UK - based tour operators and travel agents and the main
emphasis of this research is on this component. The role of this sector is to meet the needs of UK
residents travelling both at home and abroad at their point of origin. They act as wholesalers of
services provided by transport and tourism operators of the UK and foreign countries, notably
hotel and other accommodation services. In other words they create the main link in the

distribution chain, connecting the production with the consumption.
As was already noted, originally the traditional tourism distribution channel consisted of small,

independent retailers which started to specialise and as the result a group of tour operators

emerged. As specialisation increased different groups of intermediaries became prevalent in the
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tourism market. Whereas in the UK there is a clear distinction between tour operators and travel
agents, that is not the case in other European countries and for the purposes of this research it is
important to realise that this is not the case in Poland. However, it is worth noting that due to
developments in information technology (IT) more and more companies nowadays in Britain deal
as travel agents and tour operators at the same time. This trend was recognised by the introduction
of ABTA’s single class membership in 1998 saving members the cost of joining both sectors of
ABTA (TTG 1999/2387). Nevertheless, the sectors of travel agents and tour operators are still

quite distinctive in the British market and they will be presented respectively.

3.2.3 Travel agents
In the UK, the retail travel industry is conventionally divided by ABTA (the Association of British
Travel Agents) into three main categories based on structure and size: multiples, miniples and

independents.

Multiples are very large organisations. There is a difference in opinion among commentators as to
which businesses should be considered as multiples, but usually these are defined as retail travel
agents with more than 200 outlets. Miniples have more than 10 and less than 200 outlets and their
offices tend to concentrate on one particular region. Independents are numerous small companies

with up to 10 retail outlets (Table 3.1).

There is a debate regarding the actual number of travel agencies in Britain. The number 6800 is
based on Mintel (1996, 1998) and ABTA sources, thus does not involve those businesses which
belong to other travel associations and organisations. For that reason Beaver’s (1996) estimate that

there are around 9000 travel agents’ offices in the UK seems to be more appropriate.
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Table 3.1 UK travel agents and tourism associations

UK Travel Agents | Number | % of Number | Groups of Percentage
(1997) of company’s of travel agents | of all outlets
outlets outlets to all | outlets (Mintel
outlets in 1998: 16-
groups 6800 travel
(in %) agencies)
Lunn Poly 794 8.6
Thomas Cook 388 4.2
Going Places 702 7.6 27.4 % Multiples 35%
AT Mays 416 4.5
Co-op Travelcare 231 2.5
Miniples 840 9.1 9.1% Miniples 45%
NAITA = 674 7.3
Advantage
ARTAC 619 6.7
Woldchoice
Global Travel 203 2.2
Group
Travel Trust 314 34 63.5% Independents 55%
Association
non ABTA agents 1875 20.3
other ABTA 2179 23.6
All UK agents 9235 100 100% 100%

Source: Beaver A. (1996) Summer Holidays Abroad (this report states the highest numbers, in
others (Mintel 1996, 1998, KeyNote 1994) the total number of travel agents reaches from 7500 up

to 8000 outlets)

The following numbers show the membership of travel and tourism association and organisation

giving the indication why the number 9000 can be closer to reality.

1997 ABTA 2030 members (6800 outlets)
NAITA 700-800 members
ARTAC Worldchoice 475 members (700 outlets)
(15% of which are also ABTA members)
GTG 200 members (420 branches)
TTA 300 members
Altogether circa 9000 outlets

Holiday visits abroad from the UK can take the form of inclusive tours (just over 50%) or

independent holidays (just under 50%). Looking at the sales of inclusive tours, 90% of package

holidays are sold through travel agents and the remaining 10% booked directly with the tour

operator. The four major multiples (the shares of specific companies are shown in table 3.2) are

responsible for 60% of inclusive tours sold in the UK (data for 1995).
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Table 3.2 Inclusive tours sold in the UK by multiples

Company name Market share in | Company name Market share in
1995 1998

Lunn Poly 24% Lunn Poly 22%

Going Places 12% Going Places 17%

Thomas Cook 10.5% Thomas Cook 12%

AT Mays 6% Carlson / AT Mays 6%

Co-op Travel 4% ARTAC 12%

Total 56.5% 69%

Source: Mintel 1996, 1998

The market share of all types of holidays sold by different retailer categories (“sales and profit
approach”) are as follows: 80% of holiday sales are made through travel agents, of which 61% are
accounted by the major multiples and 19% through independent and regional chains. The
remaining 20% are achieved either directly with a tour operator, or by other means, like Teletext
or Internet (11% direct via tour operator, 6% via Teletext, 3% via Internet) (Mintel Report 1996,

1998).

A summary of trends within travel agencies

According to Mintel Research (1998) “The March of the Multiples” continues. In terms of market
share multiple chains are increasing their hold of the sector. Around 45% of retail agencies are
members of multiples and miniples and 55% of travel agents act as independents. The
“independent multiple” is becoming a stronger force in the market by joining organisations like
ARTAC, Advantage, Global. At the same time these organisations try to join forces with multiples
(ARTAC and AT Mays to form Worldchoice; Advantage and Thomas Cook to form JMC). The

four large vertically integrated travel groups own around 35% of travel agency branches.
Only the mass market holiday brochures are racked in most high street agents, although the

independent sector tends to carry a more extensive range. Some tour operators grade travel agents

in terms of their booking performance and the groups are given different numbers of brochures.
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Table 3.3 The big agency groups - how many branches do they control?

Company 1990 1993 1996 Company 1997
AT Mays 305 317 410 AT Mays / ARTAC 1015
WorldChoice
Lunn Poly 503 705 795 Lunn Poly 800
Going 334 545 725 Going Places 715
Places
Advantage Travel Centres 670
Thomas 330 365 500 Thomas Cook 385
Cook

Source: Key Note 1994, Minel 1996, TTG 1997/2245

Table 3.4 Regional miniples

Company Name Outlets |Miniple Chains - who is left? Outlets 1998
1996
AA Developments Ltd. 100 |The Travelworld Group 116
RE Bath Travel Service 46 Bath Travel 57
Althams Travel Services 28 Bakers World Travel 55
United Norwest Travel 27 Woodcock Travel 42
Intatravel Group 25 Callers - Pegasus Travel Service 34
Callers - Pegasus Travel 24 STA Travel Ltd. 31
Service
Forward Travel 24 Althams Travel Services 30
Bakers Dolphin Travel 23 Intatravel 29
Dawson & Sanderson 22 Dawson & Sanderson 24
Portman Travel Group 21 Sunwin Travel 20
Woodcock Travel 21 Galaxy Travel 19
Paul Evans Travel 20 Holiday Express (UK) 19
Campus Travel 19 The Original Travel House 18
Wallace Arnold Travel Shop 19 Bowen Travel 17
Sally Travel 15 York Bros 17
Bell Travel 14 Bell Travel 14
Hays Travel Ltd. 14 Flight Centre 14
Galaxy Travel 12 Premier Travel 14
Albion Travel 11 Robert Sibbald Travel 14
Bowen Travel 11 House of Travel (Wales) 11
Britannic Travel Ltd. 11 Personal Service Travel 11
STA Travel 11 Tappers Travel Service 10
Sunwin Travel 11 Thornton's Travel 9
Travelworld 11 Lonsdale Travel 9
Lets Go Travel 10 Lets Go Travel 9
Personal Service Travel 10
Premier Travel Agency 10
Yorks Travel 10
McLean Travel 9
Monks World Travel Ltd. 9
Harry Shaw Travel 9
Land-Sea-Air Travel g

Source: Based on the TTG Directory 1996 and TTG 1998/2333, ABTA 1998 (“survivals” marked

in bold)
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As the result of ‘the March of Multiples’ the number of miniples is smaller and smaller (Table

3.4).

The companies use various ways of distributing their products. Table 3.5 represents Thomson’s
distribution both direct and via travel retailers. The structure of vertically integrated companies is
not necessarily easy to follow, because of various modes of sales employed by companies and
because of inter-related ownership issues.

Table 3.5 Thomson’s distribution

Type of distribution Number of Thomson All carryings
shops Holidays
carryings (million)
(million)
Retail Lunn Poly 798 1.50 2.90
Callers-Pegasus 34
Sibbald Travel 11
Travel House 41

Direct Team Lincoln n/a 0.19
Manchester Flights n/a 0.46
Thomson Direct n/a 0.16 0.16
Portland n/a 0.45 0.45
Total 884 2.30 3.97

Source: TTG 1999/ 2381

In terms of the ways in which the tourism products are sold, telephone booking proves to be more
and more popular, both amongst agents and tour operators. This practice blurs the distinction
between the tour operator and trave!l agent sectors in the eyes of the public. Also, telephone selling
represents a serious threat to independent travel agents, which are in danger of becoming merely

brochure collection points.

Technology introduced new channels of distribution for the tourism product a few years ago.
Viewdata, the main booking format, is an outdated technology, too slow and too limited in
comparison with intranet networks. The Internet as a direct way of buying tourism products has
been an inefficient medium, but its impact is increasing; especially by new groups of
intermediaries, sometimes referred to as ‘virtual travel agents’ (Websites in which customers can

have their holidays arranged on-line).
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In 1997 top multiples and their linked operators faced detailed questioning from the MMC on
trading practices. The biggest of them have been asked to respond to more than 180 questions.
Firms were asked to outline their policies over the last five years. Issues covered included:

s why multiples could refuse to rack certain brochures,

= the order in which operators are recommended to clients by agents,
= policies regarding commission and de-racking,

= details of discounting since 1992,

= insurance cover tied to agency discounting,

* information for consumers about the links between agents and owners (TTG 1997/2249)

The MMC Report (1997) into the structure of the travel industry concluded that its operations were
broadly competitive. Three practices were identified in the Report as to be prohibited to give the
consumer lower prices and better value for money. The first of the practices - the “most favoured
customer” in which certain retailers receive preferential treatment in terms of margins, for
brochure supply and other support measures — has almost ceased. The order to prevent lining of
discounts to the purchase of personal travel insurance came into effect from November 1998. The
third promise - to make the family tree of the vertically integrated companies more transparent —
was not fulfilled successfully (TTG 1998/2340), mainly due to even higher speed of mergers and

take-overs that have taken place from 1998 onwards.

The MMC’s three recommendations had a strategic impact on the structure of the travel market.
The MMC effectively gave a go-ahead to consolidation by UK top operators with the release of its

report into the industry at the end of 1997 (TTG 1999/2344).

3.2.4 Tour operators

The tour operator sector consists of around 1000 companies. Although the Monopolies and
Mergers Commission (MMC) Report (1997) does not provide an exact number, the TTG Directory
gives 1346 tour operators on the British market (TTG Directory 1997). Around 600 ABTA-
registered tour operators sell inclusive tours to the UK consumers (table 3.6), and circa 900 others

operate on a very small scale, catering for “niche holiday makers” (Key Notes 1994, Mintel 1996).
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Around 50 of the first group are major and well known companies, while the remaining belong to
a group of small, specialised or so-called “niche market” tour operators. Evans and Stabler (1995)
differentiate between three groupings of tour operators. The first tier consisted in 1995 of the
largest five tour operators groups (Thomson, First Choice, Airtours, Cosmos, Iberotours), the
second tier comprised the remaining top forty tour operators, and the third tier consisted of
remaining ATOL holders. As the result of vertical and horizontal integration the members of

groups tend to change rapidly.

Table 3.6 Tour operators in the UK (number of ABTA registered)

1989 1990 1991 1992 1993
Total 687 699 665 665 652
Members lost in year 29 67 96 79 92
Members admitted in year 41 79 62 79 79

Source: Keynotes 1996

At the end of the 1990s the process of horizontal integration has speeded up (especially after the
MMC Report 1997 was issued). The second tier tour operators have shown the most growth in the
immediate past and some of those operators provide the vital element of choice that customers
demand. Nevertheless a large number of the second and third tier tour operators remain at the
greatest competitive risk, while the first tier tour operators have dominated the market and
consolidated their position. Indeed the numbers of remaining independent large and medium-size
operators are very low (Travel Trade Gazette TTG 1998/2296) and mergers and take-overs are
very common in this sector (TTG 1998/2333, 1999/2381). One reason for greater concentration is
that larger companies enjoy the advantages of economies of scale. The three largest UK tour
operating companies (Thomson, Thomas Cook and Airtours) have become vertically integrated in
recent years, that is they own both transport and accommodation and control travel agency and
reservation systems. Other operators that have not integrated have to respond to threats to their
normal distribution channels and they do it via soft, administered integration. First Choice used to
sell its packages via Thomas Cook retail outlets on the basis of a strategic alliance between the two

companies.
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The larger UK tour operators have played an important role in the development of computerised
bookings for tour packages through their investment in on-line interactive view-data systems.
Many smaller operators have chosen not to automate, relying instead on conventional telephone
bookings. However, the new and more affluent tourist is demanding more innovative, flexible and
tailored products and small to medium sized operators are best placed to meet these requirements.
It is estimated that the proportion of the participants in the tour operating sector who remain in
business over a long timescale (20-30 years) amounts only to a third, showing the greater level of

risk involved in a tour operating business (Evans and Stabler 1995).

The top tour operators had in 1998 the following licensed capacity (TTG 1998/2296): Thomson
4.4 million passengers, Airtours 3.1 million, First Choice 1.9 million, Thomas Cook Group 1.5
million, Cosmos Group 1 million, Unijet 0.9 million, Carlson and Flying Colours 0.8 million each,
Trailfinders 0.5 million, BA Holidays 0.4 million. The tour operators from the first tier control
over 75% of package holiday market. Examples of specific companies are listed in table 3.7.

Table 3.7 Market shares of the main tour operators (up to July 99)

Company 1998 1999

Thomson 28.8 % 274 %
Airtours 18.2 % 16.9 %
First Choice 15.5% 13.9 %
Thomas Cook/Carlson 14.8 % 16.9%

Source: TTG 1999/2381
Other tour operators deal with various products; the following examples show the specialisation of
some of the better known companies:

Eurocamp - self - catering market

Cresta, Bridge Travel - short breaks

Skibound, Crystal Holidays - skiing programmes

Shearings, Wallace Arnold - coach holiday leaders

P&O European, Stena, Brittany Ferries - packages involving sea crossing, transfer and
European accommodation

Smaller tour operators link together and take advantage of ‘simulated’ horizontal integration by
entering organisations and associations for tour operators, the best example being Association for

Independent Tour Operators (AITO).
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Summary of trends within the British tourism distribution

According to Ian Reynolds, ABTA Chief Executive (Reynolds 1999), 1999 saw as many changes
in one year as the previous five years together. The trends observed in the British travel market,
affecting both segments, i.e. travel agents and tour operators, are typical and can be observed
elsewhere in the world as well (Reynolds 1999:5). They can be summarised as:

a) comumission cuts

b) increases in taxation

c) erosion of income from travel insurance
d) consolidation

e) polarisation.

Many suppliers introduced commission cuts to agents. Airlines started this process, ferry
companies and tour operators joined in, resulting in the erosion of income for travel agencies.
“Incentive schemes” started by airlines in order to reduce distribution costs were quickly
implemented by tour operators, although increasing loyalty schemes can to some extent help
agents keep their income at a desirable level. Another way of counterbalancing commission cuts

by agents is created by introduction of service fees (£ 5-10 fees on low-value transactions).

Increases in taxation faced by the industry (including higher-rate insurance premium tax, doubling
of air passenger duty and the loss of duty-free) also reduced income of various travel companies.
Travel agents have been forced to introduce service fees and change the nature of the business by
introducing telephone centres to supplement traditional over-the-counter sales. The Internet is only
slowly becoming a more popular way of distributing products. Increased competition from ‘no
frills” airlines, which do not pay commission at all and provide service via the Net and the new
media competitors {‘virtual travel agents’: Microsoft Expedia, Travelocity, lastminute.com, digital
TV channels) did not help travel agents either. The effect of the MMC is separating insurance sales
from package sales has already been mentioned. Another factor tending to erode insurance
incomes for the industry has been the development of more attractive holiday insurance cover by

the normal providers of insurance, supermarkets and the Post Office.
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Consolidation processes have speeded up. The four major players (Thomson, Airtours, Thomas
Cook and First Choice) have entered the “acquisition trail” (Reynolds 1999: 7) and are now
responsible for 80 per cent of package holidays, 66 per cent of flying and over 50 per cent of retail
distribution. Acquisition activities have been followed by a polarisation in the market. Travel
agents are being encouraged and offered incentives to give loyalty to one of the major players.
Thomson introduced a “preferred agent” scheme, Airtours - a “partners in profit” scheme. Smaller
agencies gathered in associations like Advantage Travel Centres or ARTAC Worldchoice decided
to align with Airtours and Thomas Cook respectively. First Choice, the only big tour operator
without its own retail chain, started to invest in retail chains. Some of their retailers differ from the
high street travel outlets, as they offer entertainment while the process of travel products selection
is taking place. The ‘hypermarket’ concept was borrowed from travel co-operatives (Co-op
Travelcare), the first multiple which opened this type of travel outlets. The industry is highly
dependent on technological change and therefore as volatile as ever, particularly as it enters more

regional and global concentration stages.

3.3 The travel industry in Poland (1945 - 1990s)

After the Second World War, and the change of the political system into socialism, people did not
travel abroad in the Western manner. There was travel within the Eastern block, but very little
holiday making in the West. Political and economic reasons stood behind it: similarly to Britain
this travelling pattern was influenced by economic reasons, but political reasons were probably
more influential. It was difficult to leave the country, Poles could visit nearly only those countries
that shared the same political views and had the same political system, and it was expensive. Hall
(1995: 222) notices that despite the human rights clauses of the 1975 Helsinki agreement, “the
region’s nationals were rarely permitted to travel westwards”. Only the trusted elite was able to
travel to the capitalist world with hard currency. Relatively low living standards, currency
inconvertibility, restricted access to hard currency and stringent vetting and exit visa policies were

the main constraints for, as Hall calls it, ‘extra-bloc tourism’.
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As the result priority was granted to domestic recreation, where cheap accommodation and
transport were subsidised by trade unions and enterprise-supported activity. It was not enough; as
time passed by more and more people wanted to visit their relatives who had stayed in the Western
world after the war, despite the possible consequences of going outside the like-minded countries.
In the 1970s it was easier to go to the States or Western Europe with the help of a travel office.
Travel companies worked more as providers of visas and passport handling agencies for so-called
travellers, than as holiday shops. Western destinations were correlated with money and work, not
tourism. In the second half of the 1980s Hungary and Poland were less dogmatic in their social and

economic policies than other socialist countries, and more and more people went abroad (Hall

1995, Golembski 1990).

Statistical data on the numbers of tourists travelling abroad and visiting Poland over the past few
years confirm that the Polish tourism industry both outbound and inbound is developing fast.
According to the WTO during the period 1990 and 1996 Poland moved from the 28th to the 9th
position as a tourism destination world-wide, which indicates an increase of 471%, and moved
from the 65th to the 15th place in tourism earnings world-wide. The change in earnings represents
1855% growth (Travel and Tourism Intelligence 1997). Poland’s current European position is
favourable, having overtaken the more established Czech Republic and lying slightly behind the

UK (Langlois et al. 1999: 462).

Table 3.8 Worlds top ten destinations in 1998

Rank | Country International Tourist | Market Share %of World
1998 Arrivals (000°s) Total 1998
1 France 70 000 11.2

2 Spain 47743 7.6

3 United States 47127 7.5

4 Italy 34 829 5.6

5 United Kingdom 25475 4.1

6 China 24 000 3.8

7 Mexico 19 300 3.1

8 Poland 18 820 3.0

9 Canada 18 659 3.0

10 Austria 17 282 2.8

Source: WTO cited in Goeldner et al. (2000: 10)
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Although Polish tourists usually travelled abroad without any help of intermediaries, the number
of Poles interested in the services of travel agencies has been systematically growing (15% in
1994, 19% in 1995 and 26% in 1996) (UKFiT 1997). Even so, there is no firm in the Polish
tourism market which can compete with the world’s major companies; there is less clarity in the
definition of channels of distribution and the tourist product is not uniformly available throughout

the country (Polish Business Offers 1996).

Between the 1950s and 70s only ten large travel agencies existed in Poland (table 3.9). They were
state owned and dealt with tour operation and travel agency activities, but offered not very much in
terms of the holiday choice. These travel agencies had their branches in many bigger cities, and
their way of doing business in a branch was highly centralised. All important decisions came from

the head office, which usually was located in Warsaw.

Table 3.9 Older, state-owned companies in Poland (1950 — 1997)

COMPANY NAME YEAR OF NUMBER % OF ALL

ESTABLISHING OF TRAVEL
OUTLETS COMPANIES

Orbis Travel 1920 115

Fregata Travel 1935 3

Ogolnokrajowa Spoldzielnia 1937 80

Turystyczna “Gromada”

PTTK Tourist Offices 1950 175

PZ Mot Tourist Offices 1950 25

Almatur Polska 1956 20

Juventur 1957 20

Sports-Tourist 1957 9

Turysta 1957 35

Harctur 1959 10

All state-owned - 557 25%

Other companies - 1913 75%

Source: Based on INDEX PIT (1997)

The situation in the market changed in 1989, the year when all the political, economic and
industrial changes took place. “Tourism in Eastern Europe has been the subject of considerable
change since the political events of 1988/89 propelled the region towards the market economy.

Tourism seems to be a good example of the process of change as it cuts across a variety of
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economic sectors and primarily comprises small and medium-sized enterprises” (Coaper et al.

1998: 478).

A lot of small tourism companies, mainly travel agents, emerged in the tourism market. Their
activities were very diverse at the beginning of their operation; quite often they offered tourism
products at the same time as computer sales or other durable goods. “From the seven original state
owned travel companies, there are now approximately 3000 privately owned travel agents and
about 170 are IATA registered. The Bank Settlement Plan (clearing system for airlines and tourist

agencies) was set up in 1994” (BTA Market Guide: Poland 1997/98: 5).

3.4 Trends in the structure of the Polish travel companies

The structure of the Polish travel market, having changed from a monolithic pre-1989 situation to
a highly fragmented pattern of both suppliers and retailers, is beginning to produce some
organisations which are moving towards UK practice in terms of size, vertical and horizontal
integration and channel management practices. After 1989 private enterprise yielded a flood of
new privately owned travel agencies. There was no comprehensive documentation of their number
for quite a long time. One estimate accounts for 3000 companies (Rapacz 1994). Another
(Zabinska (1998: 308)) gives 4000. Yet another, The Index Directory (a directory of travel trade in
Poland, published under the auspices of the Polish Chamber of Tourism) states that in 1996 there
were 2446 travel companies on the Polish market and 2470 in 1997. Clearly, there are many
discrepancies among these various estimates. However, they at least demonstrate that there has
been considerable growth. Later in this thesis, evidence is shown that around 80% of these
companies are small independents, running only one outlet. The number of Polish travel
companies is such that their outlet density in terms of businesses per 1000 of the population is only
about half of that in Britain. The average number of travel agents’ outlets per voivodship comes up
to 50 travel offices. (Data come from 1998, where there had been 49 voivodships (wojewodztwa)
in Poland. As the result of the administrative reforms that number was reduced in 1999 to 16

districts / voivodships, which are the Polish units of local government area; a typical new
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voivodship might contain on average 2.4 million people, the old one contained approximately 0.8

million people).

Most of the processes that are taking place in the Polish market are similar to the changes that are
taking place in the West, although Zabinska (1998) claims that the pace and the scale of the former
are much slower. Nevertheless, this researcher’s view is that, whereas Polish travel businesses are
not yet close to attaining Western professional standards, their rate of change is extremely high. In
particular, the creation of 3000+ new travel businesses over a period of nine years has transformed
the Polish industry. After 1989 the sector comprising travel agencies developed very quickly
(probably its pace was much faster than in any other sector) (Zabinska 1998). Although the
number of travel agencies is estimated at 3000 - 4000, only 2500 treat tourism as a main activity.
Most of the companies are small agents, which co-operate with Polish and foreign organisers. At
the same time, tourism is frequently being organised by transport companies, hotels and businesses
which manage guest houses and other accommodation establishments, previously owned by
industrial companies (Zabinska 1998: 308). This trend in the development of new travel
companies is similar in most of previously socialist countries. Russia is another example; two
major travel companies multiplied to some 10 000 after “perestroika”, which are operating in a
chaotic “free” market (Burns 1998). This trend was also visible in Britain in the 1950s and the

early 1960s (Renshaw 1992), although obviously the background of it was different.

Although, as was mentioned, the tour operator and travel agency sectors have not yet been divided
into separate entities as in Britain, a division between travel companies does exist. Two groups can
be identified: “old” companies, which were established long before 1989 and are visible in bigger
cities, and a group of “new” travel offices, which emerged in the market after the political events
of 1989. The numbers of these are changing at a very high rate. The Polish Chamber of Tourism
(PIT 1991), in its Tourism Report, estimates that there are around 1800 small private tourism

companies on the market, which account for 70% of all travel companies.
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Table 3.10 Numbers of travel agents and tour operators in Poland

Voivodships 1996/97 (1997/98 |rate of rate of change in jold, state-
: change %, 1996/97- 100% [owned

Wojewodztwa companies
Warszawskie 367 331 -36 -9.81 44
Bialostockie 53 52 -1 -1.89 4
Bialskopodlaskie 9 11 2 22.22 2
Bielskie 72 77 5 6.94 16
Bydgoskie 65 73 8 12.31 17
Chelmskie 9 9 0 0.00 4
Ciechanowskie 7 11 4 57.14 5
Czestochowskie 38 45 7 18.42 11
Elblaskie 23 17 -6 -26.09 5
Gdanskie 103 115 12 11.65 15
Gorzowskie 21 12 -9 -42.86 5
Jeleniogorskie 38 78 40 105.26 11
Kaliskie 25 42 17 68.00 9
Katowickie 264 101 -163 -61.74 19
Kieleckie 35 51 16 45.71 20
Koninskie 12 12 0 0.00 6
Koszalinskie 46 47 1 217 17
Krakowskie 203 118 -85 -41.87 20
Krosnienskie 31 35 4 12.90 11
Legnickie 23 33 10 43.48 10
Leszczynskie 13 11 -2 -15.38 6
Lodzkie 58 53 -5 -8.62 14
Lomzyskie 12 10 -2 -16.67 3
Lubelskie 32 49 17 53.13 14
Nowosadeckie 81 106 25 30.86 25
Olsztynskie 60 31 -29 -48.33 8
Opoiskie 71 67 -4 -5.63 15
Ostroleckie 11 14 3 27.27 6
Pilskie 24 11 -13 -54.17 3
Piotrkowskie 17 32 15 88.24 13
Plockie 12 15 3 25.00 3
Poznanskie 64 127 63 98.44 21
Przemyskie 13 22 9 69.23 5
Radomskie 21 39 18 85.71 12
Rzeszowskie 46 45 -1 -2.147 9
Siedleckie 17 18 1 5.88 7
Sieradzkie 17 16 -1 -5.88 5
Skierniewickie 7 17 10 142.86 6
Siupskie 40 23 -17 -42.50 5
Suwalskie 38 47 9 23.68 16
Szczecinskie 83 96 13 15.66 16
Tarnobrzeskie 23 31 8 34.78 13
Tarnowskie 17 20 3 17.65 7
Torunskie 21 52 31 147.62 16
Walbrzyskie 46 111 65 141.30 25
Wioclawskie 16 13 -3 -18.75 B
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Table 3.10 (continued). Numbers of travel agents and tour operators in Poland

Wroclawskie 102 81 -21 -20.59 13
Zamojskie 10 9 -1 -10.00 5
Zielonogorskie 26 34 8 30.77 9
TOTAL 2442 2470 28 1.15 557

Source: Based on Index Directory 1996, 1997

According to Rapacz (1994: 86), the number of travel agencies in Poland is adequate for the needs
of customers, but the distribution channels are ineffective and inefficient. There is a lack of
understanding, comrmunication and co-operation between different members of companies who
sell the same product. Lack of inclusive goals for all the members of the channels is only one of

the factors which causes most of the problems.

The relationships between travel agents and tour operators in Poland are chaotic. Golembski
(1997) uses Middleton’s categories in the Polish environment and he distinguishes three types of
travel offices / companies in Poland (Figure 3.1):

—  Tour operators

- Local travel agents (type 1) — located in the generating region, near the customers’ place of

residence and involved mainly in outgoing tourism
— Local travel agents (type 2) — acting at the destination and dealing with an inbound tourism

— Regional agents — representing tour operators in different regions.

According to Konieczna-Domanska (1999) it is impossible to give a precise picture of the travel
retail institution in the Polish market, because of the lack of necessary and precise registration
instruments providing informatioﬁ and statistics, regarding licence holding companies or tax
payers within tourism sector. Golembski (1990) lists main difficulties in obtaining statistical data
as cormected with lack of consistent information retrieval. Also Hall (1995) and Burns (1998) note

that tourism data for the region present analytical problems, as the tourism statistics tend to be

limited and inconsistent.

However, it is possible to create a list of characteristics of the Polish travel market and the trends

of its development. The following categories are based mainly on Domanska’s (1999) research and
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PIT reports. Polish travel companies can be divided into four specific groups, where the first two

groups belong to the previously mentioned “old” companies, and the remaining two accommodate

the “new” companies.

Figure 3.1 Golembski’s (1997) division of travel companies

TRAVEL COMPANIES
Tour Local Agent Type Local Agent Type Regional
Operators 1 2 Agents
\ / \ v \
Put Sells pre- Sells parts of Links a tour Pre-package
together packaged a tour operator and products and
and sells holidays operator B’s local suppliers services for a
a produced products tour operator
package by a tour at a destination
tour operator A country
Y Y
Sell holidays to tourist at their Organises Specialises in
place of residence parts of groups of
packages on countries or
behalf of a even
tour operator continents
at the
destination

Source: Golembski 1997:49

The first group consists of businesses taking their origins in the old, previously state-owned
companies. These companies tend to be bigger and well-known to the public. They deal as tour
organisers: create package tours and supply other travel companies with the tourism services
organised on the basis of their own accommodation establishments, restaurants or transport, but
also sell the products or individual services provided by other principals. Some of the examples

were given previously in table 3.9 and these are: Orbis, Polskie Biuro Podrozy PBP S.A,,
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Gromada, Sports-Tourist, but also Turystyczna Agencja Uslugowa TAU, Autotour PZM, Air

Tours Poland.

The second group comprises multifunctional companies involved in a variety of industrial and
commercial activities but also involved in tourism, specifically in the area of hospitality. Those
companies, once state owned, (some of them remain state owned), were responsible for
accommodation establishments in the relevant voivodships. Providing rooms in those
establishments was the main part of their services, thus to some extent these companies remain
more principals than organisers or agents. Two examples are Przedsiebiorstwo Turystyczne in

Lodz, Mazur Tourist in Olsztyn or Przymorze Slupsk.

The third group is created by privately owned, medium-sized travel companies, being both the
intermediary for principals and other travel companies and the organisers of tourism products.
They put together package tours based on products created by independent principals rather than
on their own resources. Some of them provide their own transport, usually coaches. They sell far
more products for Poles interested in holidays abroad than the second group. Outgoing tourism
being the main aspect of their activity helped them to establish their image in the market quite
quickly, although most of them were established after 1989. Examples are First Class Biuro
Podrozy Warszawa, Holiday Travel Warszawa, Janpol Krakow, Mazurkas Travel Warszawa or

Intercrac Krakow.

The fourth group includes small, privately owned travel companies, formed after 1989. This is the
most volatile group in terms of survival in the business; most of these companies deal as agents for
other organisers or principals of tourism services. In terms of numbers, this group probably
represents 80% of all travel offices in the Polish market (Konieczna-Domanska 1999). According

to estimates these companies are usually run by 1-6 people only, including all employees.
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3.4.1 Trends in the Polish travel companies

Konieczna-Domanska (1999), Zabinska (1998), Rapacz (1994) and Golembski (1997) present the
most characteristic trends conceming travel companies in Poland. In most of the cases the
distinction between travel agents and tour operators can not be made as travel companies fulfil
most of the functions of both types of travel businesses. Although Golembski (1997) provides the
possible theoretical division of agents and operators, he admits as well that in the Polish practice it
is difficult to find companies dealing only within the described boundaries of activities. A lot of

travel companies act as both types of intermediaries: operators and agents; not too many of them

deal only as tour operators.

A lack of distinctiveness and specialisation in tour operations is a feature of a new tourism market,
being in a developing stage and is connected with the fact that financial resources of tourism
companies are not sufficient to rely only on this type of activities. It is still possible to enter the

market in a relatively easy way, as it has not been monopolised yet.

Although more companies are trying to specialise to narrow their focus, Polish companies are still
largely too broad, too comprehensive in their provision. Western tourism competitors have
suggested specialisation as one possible way for survival for smaller and financially weaker Polish
companies (Gazeta Wyborcza 1999). The professionalism of tourism staff should be maintained
and looked after, especially in larger Polish companies, as it is an essential factor in the

development and establishment of a firm position in the market place.

It is predicted that integration between medium sized and large companies will happen more and
more often; the first examples of integration have occurred and are mentioned below. New
legislation should regulate the tourism area and spell out the differences between travel agents and
tour operators, but eliminate the inequity between various companies in terms of different rules of
tax payment. Tax rules change continuously. For example at one stage the ‘joint venture’

businesses with a foreign investor received tax relief whilst the ‘Polish only’ businesses did not.
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This is proof of a positive government attitude to so-called ‘Western expertise’ and, most of all,

Western financial resources.

The threats for small tourist companies are coming from big (usually German) tour operators, who
have already started to deal in the Polish market. As a small tour operator cannot compete with
TUI or Neckermann Reisen and even the largest Polish tourism businesses are still very small in
comparison with big, international ones, the first strategic alliances have been struck on the Polish
market. PBP S.A. is one of the largest examples: three of the old companies (Orbis, Gromada and
Air Tours) decided to join together in order to add up the buying power and benefit from
synergistic effects. “Joint venture’ types of companies have established their position in the Polish
market. Buckley and Witt (1990) suggest that joint ventures hold the promise of upgrading the
quality of tourism services in Eastern Europe. This is particularly true where the import of
management training and marketing skills are aspects of the joint venture package. Scan Holiday,
a Scandinavian joint venture bought in 1998/9 by the Thomson Group is the largest of the
competitors in the tourism field. Ving is a Scandinavian subsidiary of another British based tour
operator, Airtours. Ving opened its offices in Poland in 1998 and very quickly established a strong
position in the market thanks to a very dynamic promotional campaign and to competitive prices

for inclusive tours into the Mediterranean region.

There is a group of new Polish tour organisers, but they act mainly as intermediaries for Western
tour operators and sell their offers. The examples are Alpina Tour, JanPol and Trip. There is also a
rise in the number of incoming travel agencies. The offer available to Polish tourists is widened by
relatively new inclusive charter holidays. Year by year more and more Poles buy charter flight
holidays. The Western travel agencies and tour operators operating in the Polish market try to
reserve that segment for themselves, tending to push the smaller Polish competitors into more
specialised, niche-markets. The Polish travel businesses can see no future without charters (Gazeta

Wyborcza, 11/08/99:21).
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According to the Scandinavian company Ving in 1999 800 000 Polish tourists were expected to go
on holiday: 250 000 using charter flights, 350-400 000 by coach and 150 000 by car. At the same
time the managing director of PLL LOT Charter Flight Division stated that travel offices booked
200 000 seats, which according to him gives LOT slightly over 50% share in the whole charter

market. This is another example of the absence of a reliable statistical basis for analysis of the

Polish tourism.

Figure 3.2 The Polish charter market

Polish Charter Market
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Source: Gazeta Wybocza 1999:21

Figure 3.3 Approximate market share of Polish charter market in 1999

Market Share of Polish Charter Market in 1999

299, [ Scan Holiday
@mVing
L Neckermann
7% =
g1 Others

Source: Gazeta Wyborcza, 11/08/99: 21
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Table 3.11 Market share of the main travel companies in the Polish market

Company Scan Holiday Ving Neckermann Others Total
Pax in 000' 120 55 18 77 270
% 44.4 204 6.7 28.5

Source: Gazeta Wyborcza, 11/08/99: 21

It is hypothesised that the older Polish travel companies can be to some extent compared to the
British multiples, and the newer companies can be compared with miniples and small
independents. Polish ‘multiples’ consist mainly of old tourism companies and some of the new,
Western joint ventures, developing fast their outlets in the market. The examples are Air Tours
Poland Group (franchising), Almatur Polska, FWP - Biuro Uslug Turystycznych, Logostour,
Ogolnokrajowa Spoldzielnia Turystyczna “Gromada”, Morskie Biuro Podrozy, Scan Holiday,
Juventur, PTTK and Orbis in the first group. The companies of Western origin, joint ventures, etc.
which appeared on the Polish market and quickly gained a competitive advantage over the Polish
competitors are for example: Scan Holiday and Ving which deal mainly as travel agents selling
products of their Western sister companies; or Neckermann and TUI which represent large tour

operation businesses.

3.4.2 Embedded case studies on travel companies in Poland

The way in which Polish companies operate in the market is very much based around historical
development of the country. Therefore it is easier to demonstrate the process by introducing some
of the Polish travel companies. The chosen examples include Orbis, Gromada, Turysta and
Almatur, representing old, previously state-owned companies, and Airtours, which belong to the
group of new travel businesses; Alpina, which was a new tour operator, and the old organisation,
Fundusz Wczasow Pracowniczych (FWP) which has been dealing as a tourism service provider.

These examples are placed in appendix 7.
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3.5 Organisations and associations for travel agents and tour
operators

A trade association can be defined (Medlik 1996: 254) as “a voluntary non-profit making body of
independent firms in a particular trade or industry”. It exists to protect and advance their common
interests through representation and provision of services to members. These services assist them
in the conduct of their businesses. Main trade associations with an interest in travel and tourism are

based on component industries, and include hotel and catering, transport, tour operator and travel

agent associations.

A network of organisations collaborating to provide end-user satisfaction can be subdivided into
two major sub-networks: the performance and the support network (Fill 1995). These sub-
networks are not mutually exclusive; they are interdependent and interactive. The context for the
performance network is the interdependence between organisations in the value-adding processes,
the context for the support network is the market exchange relationship between each participant

and the focus organisation and the absence of any mutual interdependence.

The performance network consists of organisations directly involved with the value-added
processes (producers, manufacturers, suppliers, wholesalers and retailers); the support network
embraces the organisations that indirectly influence the value-adding processes. These may be
financial institutions, local and national government and legislature, training and professional
bodies and pressure groups like consumer interest organisations. Trade associations play an

important part in the support network.

Potential conflicts between channel members should be taken into consideration while looking at
the creation of partnerships between companies. Organisations can to some extent overcome
potential conflicts by employing three elements (Fill 1995): the formal power to control the actions
of the organisation; the economic power to influence the organisations through markets in which

they operate and the political power generated by legislation and regulation (Table 3.12).
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Table 3.12 Participant stakeholders

EQUITY Shareholders Employee / owners Dissident
Directors shareholders
STAKE | ECONOMIC Preferred debt Suppliers European Union
bolders Customers Governments
Employees Consumer lobbies
Competitors Unions
INFLUENCERS | Outside directors | Regulatory Agencies | Trade associations
Licensing bodies Environmental
groups
FORMAL OR ECONOMIC POLITICAL
VOTING
POWER

Source: Fill (1995: 140) derived from Freeman (1984)

Tourism associations and organisations tend to play an important role in the British travel trade.
For many years the Association of the British Travel Agents (ABTA) dominated the retail travel
trade, introducing various regulations and restrictions looking after both members and the
customers, and monitoring travel trade. “Stabiliser” (the rule applicable to ABTA members: they
could do business only in a closed-shop environment, dealing exclusively with other ABTA
members) was probably the most effective one, with the greatest impact on the development of
channel relationships between agents and operators. Therefore that part of the business has been
regulated in Britain for a long time. Organisations are more and more important to the Polish

tourism businesses too.

3.5.1 The role of tourism organisations and associations in the distribution of
tourism products

Co-ordination is the key concept in tourism and ‘getting organised’ usually means forming some
sort of tourism association to help lead tourism development activity in a particular direction.
Overall function of tourism associations is connected with the planning process of the
development of tourism. Core operations of associations include co-ordination and leadership,
policy, marketing and communications, training and customer care and monitoring and research

(Godfrey and Clarke 2000).
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Cockerell (1994) comments on the changing role of the travel and tourism organisations on both
the global and national levels, although the emphasis in the article is placed on global associations
rather than national ones. The number of representative associations in tourism has been growing.
Their lobbying activities and the analysis of data help to maintain the industry visibility, the World
Tourism Organisation (WTO) provides information on all aspects of tourism, puts pressure on
governments to facilitate travel and is responsible for the industry Code of Conduct. The World
Travel and Tourism Council (WTTC) promotes environmentally compatible tourism development,

eliminates barriers to tourism growth and emphasises the importance of education and training.

Associations from various sectors of the travel and tourism industry represent the interest of their

members; for example the International Air Transport Association (IATA) acts on behalf of

airlines. The Universal Federation of Travel Agents’ Associations used to negotiate across-the-

board rises in travel agency commissions from suppliers, but today it lacks credibility among key

travel agency players as the result of:

1. the emergence of multi-national groups and tour operators;

2. the power of some national associations like the Association of British Travel Agents (ABTA)
in the UK or Deutscher Reisebiiro Verband (DRV) and Bundesverband Mittelstandischer

Reiseunternehmen (ASR) in Germany.

When the industry is going through a difficult period in terms of financial or operational stability,
then members in difficulty are more likely to turn to their industry organisations for support. Most
of the industry associations, on global and national levels, experience a shortage of resources.
Members do not want to pay higher membership fees unless they are provided with a vital
commercial benefit, otherwise organisations need to develop alternative sources of income
(Cockerell 1994:83). Even when the times are stable, membership of a trade association can be
strongly recommended where that association has a high penetration of potential channel members
and where restrictive practices promote business relationships with fellow-members of the

association.
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According to Godfrey and Clarke (2000: 49-63) a tourism association acts as a catalyst and
facilitator for the diversity of local interests, by channelling information, research and ideas to and
from local governments, private sector interests and the community. It is a source of trajning and
dissemination of good practice, communicator of current business’s use, facilitator in creation of
new business relationships. It represents tourism interests to the government (lobbying), it also

represent members in negotiations with suppliers and customers and their associations.

These roles of associations have an impact upon the tourism channel relationships between travel
agents and tour operators, including specialised sub-contexts in terms of Poland, where
dissemination of good practice by tourism associations is very important. Therefore some of the
travel and tourism associations and organisations have been researched in Poland and Britain. The
following issues were of interest in the secondary research process in order to establish the

influence of associations on channels:

e a formal document/ constitution or a clear statement of objectives for an association
* anumber of members in the association

e requirements to become a member

o  benefits of a membership / services provided for members.

Table 3.13 Travel trade associations and organisations in Britain

Name Address

Association of British Travel Agents [ 55-57 Newman St., London, W1P 4AH
(ABTA)

ARTAC WorldChoice Herlington, Orton Malborne, Peterborough,
Cambridgeshire, PE2 SPR

Advantage Travel Centres / National | Kenilworth House, 79-80 Margaret Street,
Association for Independent Travel London, W1N 7HB

Agents (NAITA)
Association of Multiple Travel c¢/o Personal Service Travel, 29 Grove Rd.,
Agents Eastbourne, East Sussex, BN21 4TU
Institute of Travel and Tourism 113 Victoria St., St. Albans, Hertfordshire

ALl 3TJ
Global Travel Group Freepost Chester CH1 627
Association for Independent Tour 133a St. Margarets Rd., Twickenham, Middlesex,
Operators (AITO) TW1 1RG
British Incoming Tour Operators BITOA Secretariat, Vigilant House, 120 Wilton
Association (BITOA) Rd., London, SW1V 1JZ

In the primary research the Polish and British travel agents and tour operators were asked
questions regarding their perception of the role and importance of trade organisations with regards

to channel relationships. In the following section the results from the secondary research covering
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information about main associations for travel agents and tour operators in Britain and Poland are
presented (detailed information about these associations can be found in appendices 8, 9 and 10).

Finally, on the basis of primary information their impact on channel relationships is evaluated in

chapters 5, 6 and 7.

3.5.2 Associations for travel agents in Great Britain

The travel industry in Britain is closely regulated to provide financial security for both consumers
and suppliers. The regulations are coming mainly from two sources, largely responsible for
shaping the retail travel industry practice: tourism associations and the legal requirements. Within

the tourism associations, the most important is the Associations of British Travel Agents (ABTA).

According to ABTA’s Website (ABTA 2000, http://www.abta.com) ABTA is responsible for
membership (establishment of criteria, administration of existing members and applications for
membership), codes of conduct, consumer affairs (a complaint handling service), corporate affairs
(public relations and media services) and control of the use of the logo. It has both a commercial

and a regulatory role.

Its commercial activities are connected with maintaining a high public profile, handling pre-
departure queries and post-travel complaints, raising standards throughout the industry and
providing education and training through the Travel Training Company (its wholly owned
subsidiary). ABTA maintains strong links with representatives of the main travel destinations,
tourism boards and other associations. Good relationships are also promoted with other principals.

ABTA members benefit from preferential terms from suppliers.

The regulatory role is mainly connected with governing the relationships between tour operators
and travel agents and also members and their clients. Funds are maintained and bonds provided
from which claims are paid in the event of a member’s failure. Rules of financial protection of
members’ clients specify individual bonding requirements for travel agents and tour operators.

ABTA has two wholly owned insurance subsidiaries.
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The influence of the Associations of British Travel Agents (ABTA) as a regulatory and
representative body became weaker after 1993 (Mintel 1998), but it still plays an important role in
the British travel trade and is referred to by tourism commentators as ‘travel watchdog’. The
abandonment of the “Stabiliser” rule in 1993 has widened the number of trade representatives and
commercial buying groups. More commercially orientated groupings evolved to represent the
interests of particular sectors of the travel agency businesses, especially the independent sector.

Many travel agencies belong to more than one grouping.

The new groups include the Global Travel Group agency chain, established in 1993; Travel Trust
Association (1994) as well as older groups of Advantage Travel Centre (1978) or ARTAC
Worldchoice (1976) (Ujma and Grabowski in press). Independent agents tend to join marketing
consortia, helping them to cope with management functions and competition coming from large
multiple chains. Detailed description of ABTA and other associations listed in table 3.14 can be

found in appendix 8.

Table 3.14 Membership development in the British associations

Association Membership
Year of Number of Year Current
establishment | members at membership
the outset
ABTA 1950 100 members 1996 2142 head offices,
4742 branches
Global Travel Group 1993 100 members | 1996 200 members
Agency Chain
Travel Trust 1993 100 members 1996 335 members
Association
ARTAC Worldchoice 1976 80 outlets 1996 586 outlets
NAITA - Advantage 1978 1996 300 head offices,
Travel Centre 360 outlets
MTAA - the Multiple 6 multiples
Travel Agents’
Association
GBTA (the Guild of 1967 1996 40 members
Business Travel
Agents)

Source: secondary research
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3.5.3 Associations for tour operators in Great Britain

ABTA has been already mentioned as an organisation for both travel agents and tour operators.
Other chosen organisations include the Association for Independent Tour Operators, the British
Incoming Tour Operators Association and the Federation of Tour Operators. They are introduced

in the appendix 9, alongside with the organisations for travel agents.

3.5.4 Travel trade associations and organisations in Poland

After the World War II companies were encouraged to trade in some kind of organisations, for
example as co-operatives. In the 1990s, similarly to Britain, a number of tourism organisations

existed also in Poland. The examples of tourism organisations include:

e  State Sport and Tourism Administration (Urzad Kultury Fizycznej i Turystyki, UKFiT)
s  Polska Izba Turystyki (PIT) (Polish Chamber of Tourism and 19 regional tourism boards)

¢ Polskie Towarzystwo Turystyczno- Krajoznawcze (PTTK) (The Polish Tourism and
Country Lovers’ Society)

¢ Fundusz Wezasow Pracowniczych (FWP) (Workers’ Holiday Fund)
»  Polish Federation of Camping and Caravaning (PFCC)

e Association of Polish Tourist Hotels (SPHT)

¢ Polish Youth Hostels Association (PTSM)

» Institute of Tourism

e Polish Tourism Promotion Agency

s  Polish Tourism Development Agency INC.

The range of tourism organisations and associations is quite extensive, but in fact only a few are
designed for travel trade. The main of those few of organisations, printed bold, are presented in
detail in appendix 10 in order to compare their responsibilities and competencies and finally their

impact on channel relations with their British counterparts.
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3.6 Summary of similarities and differences between tourism sectors
in the UK and Poland

While the development of the British travel agents and tour operators happened as the result of the

growth strategies used by tourism companies, the development in Poland occurred as a result of

political and systemic changes.

The situation in the British market was gradually regulated by tourism associations, namely ABTA
for agents and ATOL/TOSG for tour operators. These organisations introduced bonding and
regulations, making the deals between companies in the channel safer. The Polish companies did
not have a regulator such as ABTA,; the legislation was not comprehensive enough and as the
result, the market was the only regulating force. Therefore, the relationships in it were much more
chaotic than in Britain. The perceived need for the stability, legitimising regulatory support of

trade organisations is indicated by the membership taken out by the Polish companies in Western

trade associations.
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Chapter 4

Methodology for Researching Relationships
between Travel Intermediaries

4.1 Main aim of the research project

The main aim of this project has been to investigate the structure of, and the relationships within,
tourism channels of distribution in two different markets, with a view to assessing likely courses of
development in Poland. Of particular interest is whether similar relationships exist in a channel

structure in two different tourism markets and which factors shape the relationships.

4.2 Research questions
In order to achieve the aim, a subset of research questions was drawn up, covering the following

areas:

1. methods of selection of channel partners applied in Britain and in Poland and the criteria for

selection;

2. communication: the flow of information about the product and its impact on channel
performarnce;

3. support provided and the weight of it in channels: “educationals” and training and their impact
on channel partners’ selection and co-operation;

4. methods of evaluation and assessment of channel performance used in both countries;

5. role of travel and tourism associations and organisations in tourism channels.

The channel relationships were investigated by following the three stages of relationship
development in Britain and Poland. Kale and Mclntyre (1991: 31-45) (similarly also Crotts and
Wilson 1995, Crotts et al. 1998) suggest that there are three interfirm channel interaction
processes: initiation, implementation and review (Table 4.1). During the initiation process,
companies look for partners and initiate channel relationships with them. They search for partners

and negotiate the formulation of expected rewards with them. The implementation process is a
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steady co-operation process, where companies deal with one another, securing their own
businesses by managing on-going channel relationships. It begins when exchanges of products,
services and information start to take place between channel partners. The review process
encompasses the evaluation of the benefits of the relationship versus the cost incurred in
maintaining it. Usually the evaluation of both personnel and company performance is then taken

nto account.

Table 4.1 Three-staged process of relationship’s development

STAGE SUB-STAGES VARIABLES r
Initiation Search process Social bonds pA
Negotiations Trust -
Selection Communication flows =

Implementation | Development of co- | Power, interdependence, -
operation leadership pd

Conflict resolution Support: training, educationals e

Channel management | Communication strategies V4

Review Monitoring Comparison level c
Evaluation Comparison level of z

Assessment altematives e

Performance satisfaction “

Source: Based on literature review

In order to achieve the main aim cross-national comparative research was employed.

4.3 Comparative research

Comparative research helps to understand and explain the way in which different societies and
cultures experience and act upon social, economic and political changes. It is a relatively new, but
growing phenomenon (May 1997, @yen 1990). The potential of comparative research lies in the
benefits which can be obtained from it. These benefits are interrelated and can be sunmarised as

the import-mirror view, the difference view, the theory development view and the prediction view.

According to May (1997:188) the results generated in ‘the import-mirror view’ may permit the
importation of different methods of organising a society’s affairs to improve their efficiency. By
examining different societies (the difference view) and reasons why some have developed in
similar ways and others in diverse ways it is possible to add to an understanding and explanation

of the complicated relationship between economic, social and political systems (the theory
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development view). Therefore in this research the process of channel relationship development in

tourism distribution in Britain will be compared to the parallel process in Poland.

Moreover, the prediction of outcomes is enhanced through comparative work in the ‘prediction
view’. Not only can the potential for the success of particular policies, systems or practices in a
given society be understood, but also their outcomes can be predicted, once experience of their
effects in other societies and social and cultural contexts is examined. Thus “comparative studies
which reveal patterns or signs can be used to adduce whether dependency relationships are
changing in one country towards practices and pattems prevalent in another” (Brewster and Tyson
1993: 8), and that is why such an approach was adopted in this research. The comparison of the
two tourism distribution systems should lead to predictions for the development of tourism

channels in Poland.

In order to ensure appropriateness and equivalence in comparative research “a major
methodological task is to devise and select theoretical problems, conceptual schemes, samples, and
measurement and analysis strategies that are comparable or equivalent across the societies

involved in a particular study” (Armer 1973: 51).

4.4 Philosophies: positivism versus phenomenology

Many arguments are provided in the literature for and against quantitative or qualitative research.
The design and conduct of social research differ depending on the philosophical stance. Several
schools of thought emerged to support one or the other research approach (May 1997). One of the
basic purposes of science is to explain phenomena, thus the creation of theories can be argued of
central importance to science and scientific research. Indeed, theories, the explanation and
understanding of phenomena with their consequent prediction and control, can be regarded as the
central aims of science (Kércher 1997: 73). Braithwaite (1968, in Jankowicz 1999) reminds us that
while the basic assumptions of a model or a theory take logical priority over any deductions made,
epistemologically the basic assumptions are prior in the case of a model, but posterior in the case

of a theory. Dann et al. (1988: 4) define theory as “a body of logically interconnected propositions
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which provides an interpretative basis for understanding phenomena”. They note as well that both

theory and method are essential to any mature research and constantly interact with each other.

Easterby-Smith et al. (1995) distinguish between two main opposing philosophies of the nature of
science: positivism and phenomenology. A distinction between those two philosophies simplifies
to some extent the wealth of philosophical theories that have evolved, but seems to be sufficient
here, as these two present ‘two ends of a continuum’. A continuing debate within philosophies of

science is whether a theory should be tested or generated during research.

Gummesson (1991:15) refers to Kuhn’s scientific paradigm as “the basic premises and value
judgements held by the researcher”. The subject of paradigms is often discussed in tefms of an
antithesis between the aforementioned two schools of philosophy: the positivistic, traditional
natural science school and the humanistic school. Periods of ‘normal science’ are superseded by
‘paradigm shift’ when the established scientific norms are changed. Gummesson (1991:16)
considers the breakdown of the communist concept of the centrally planned economy and its
effects on business globally as an example of such a paradigm shift. The question therefore arises

whether models, which worked in the Western system, would work in the post-socialist system.

Table 4.2 Key features of positivist and phenomenological paradigms

Positivistic Paradigm Phenomenological Paradigm

The world is external and
objective

The observer is independent
Science is value-free

Basic beliefs The world is socially constructed
The observer is part of what is
observed

Science is driven by human interests

Researcher’s Focus on facts

Focus on meanings

responsibilities | Look for causality and Try to understand what is happening
fundamental laws Look at the totality of each situation
Reduce phenomena to simplest Develop ideas through induction from
elements data
Formulate hypotheses and then
test them
Preferred Operationalising concepts so that | Using multiple methods to establish
methods they can be measured different views of phenomena

Taking large samples

Small samples investigated in depth

Source: Esterby-Smith (1995:27)
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The philosophical standpoints of positivism and phenomenology contain a variety of distinct views
about the nature of science and the conduct of scientific research. The key features of positivist

and phenomenological paradigms are presented in table 4.2.

In a similar vein Guba and Lincoln (1994) provide implications of each paradigm position on

selected practical issues. Some of those implications are presented in table 4.3,

Table 4.3 Paradigm positions on selected practical issues

Issue Positivism f Postpositivism | Critical Theory et al. Constructivism
Inquiry aim | Explanation: prediction and control | Critique and Understanding and
transformation, restitution | reconstruction
and emancipation
Nature of Verified Nonfalsified Structural / historical Individual
knowledge | hypotheses hypotheses that insights reconstructions

established as
facts or laws

are probable facts
or laws

around consensus

Ethics Extrinsic, tilt toward deception Intrinsic, moral tilt toward | Intrinsic; process tilt
revelation toward revelation,
special problems
Voice "disinterested scientist" as informer | "transformative "passionate

of decision makers, policy makers,

and change agents

intellectual” as advocate
and activist

participant” as
facilitator of

multivoice
reconstruction
Training Technical and | Technical, Resocialisation, qualitative and quantitative;
quantitative, quantitative and history, values of altruism and empowerment
substantive qualitative;
theories substantive
theories

Source: Guba and Lincoln (1994: 210)

Different views are translated into practical applications in qualitative and quantitative
methodologies. Researchers are increasingly moving between the two viewpoints and in practice
use a combination of both approaches: positivist and phenomenological. Decrop (1999) observes
that methodological eclecticism is desirable: the relationship between knowledge and a researcher
(or a respondent) must direct the choice of appropriate research design and methods. Issues of
trustworthiness and triangulation are onmly relevant to researchers operating in post-positivism,
interpretivism and constructivism. Hence, it can be of value to triangulate, which involves using a
combination of positivist (quantitative) and phenomenological (qualitative) methods, referred to as
a pluralist approach. In a pluralist approach, individual methods of data collection and analysis

from the two opposing paradigms can be mixed, providing different perspectives on the subject
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studied. Methodological triangulation can result in a maximisation of the amount of data collected

and, hence, the results obtained (Decrop 1999, Kircher 1997, Van Maanen 1983).

4.5 Triangulating quantitative and qualitative methods
In recent decades researchers suggest that a combination of quantitative and qualitative research

methodologies should be followed in order to understand fully complex social and business issues.

Quantitative methods, supported by a positivistic approach, imply that the researcher is
independent, objective, unbiased and does not influence the subject under investigation. A
conceptual framework 1s developed prior to data collection and hypotheses are tested (as opposed
to generated) during the research process. The approach is, therefore, deductive. Data collection is
extensive and typically involves the use of questionnaires. The samples studied are controlled so
that they are random and representative of a population. The large sample investigated can lead to

increased reliability and generalisability of the results obtained (Kércher 1997).

Qualitative methods imply that the researcher becomes involved and may even become a research
instrument. Therefore, qualitative methods are subjective and observer bias may occur. The aim of
the research is to determine why particular events are evident rather then record their occurrence.
Qualitative methods can be defined as “an umbrella term covering an array of interpretative
techniques which seek to describe, decode, translate, and otherwise come to terms with the
meaning, not the frequency, of certain more or less naturally occurring phenomena in the social
world” (Van Maanen, 1983: 9). They represent a mixture of the “rational, serendipitous, and
intuitive in which the personal experiences of the organisational researcher are often the key

events to be understood and analysed as data” (Van Maanen, 1983:10).

Qualitative research is intensive, rather than extensive. The collection of qualitative data is often
expensive, time-consuming and labour- intensive. The amount of data is huge due to the deliberate
lack of a conceptual framework to guide the research, since qualitative research tends to be

inductive, i.e. to generate theories. After gathering data, one of the difficulties is a lack of well
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formulated methods of analysis. Once the data have been analysed and assessed, the hypothesis
generated is tested for validity within the conceptual framework constructed on the basis of data
collected. Qualitative data are more appropriate when a potentially greater understanding of the

phenomena under study is desired than would be delivered by quantitative research.

In this research quantitative and qualitative methods were combined in order to respond to the
research questions. Consequently, the triangulation technique advocated by Jick (1983) was used
here, which is “a combination of methodologies in the study of the same phenomenon” (Denzin
1978: 297). This combination provides multiple viewpoints and a holistic approach (Patton 1990,
Gummeson 1991) and is sometimes referred to as multi-staged research (May 1997). Easterby-
Smith et al. (1995) identify four types of triangulation: data triangulation, investigator
triangulation, methodological triangulation and triangulation of theories (also in Hussey and
Hussey 1997:74 and Decrop 1999). In this thesis the approach of multiple or methodological
triangulation was adopted, which combines various research methods in order to examine the

research problem thoroughly.

4.6 Research process

In any particular study a range of methods can be used. Survey research is one of the methods of
collecting, organising and analysing data. The relevant data can be collected by a variety of
techniques: each case can be observed, interviewed or given a questionnaire (DeVaus 1996: 7).
The sequence of doing so is presented by Oppenheim’s (1994) outline of 14 steps, which creates
the basis for designing and conducting social research. These steps are presented in figure 4.1 and

show the process in-line with the positivistic and post-positivist approach.

Oppenheim’s (1994) outline of 14 steps was followed and DeVaus’ (1996) research techniques of

data collection were implemented in this research.
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Figure 4.1 Design and conduct of research process

SECONDARY RESEARCH PRIMARY RESEARCH

1. setting a research aim

2 literature review 3. conceptualisation with

exploratory interviews

4. design of a study

5. setting a hypothesis

6. design research

instrument

7. pilot work

8. design samples

9. draw samples

10. field work

11. processing data

12. statistical and qualitative analysis

13. findings

14. research report

Source: Based on Oppenheim (1994) and Sekaran (2000)

4.7 Research objectives

A literature review was conducted at the outset of the study, following the deductivist approach. It
served to identify an area in the present body of work where research would be of value in adding
to the current state of knowledge. Some of the research questions arose as a result of this literature
survey. Because of mixed, pluralistic approach, the initial set of interviews helped to formulate
research questions and objectives, thus also implementing an inductive approach. In order to
achieve the main aim and find the amswer to research questions about processes in the

development of channel relationships, the subset of research objectives was formulated. These
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objectives help to create the sequence of small steps undertaken to complete the research

successfully.

In order to establish the ways in which the selection, support and evaluation criteria applied to
tourism channel players in both countries, an array of research methods was utilised. They are

shown in table 4.4 along with corresponding research objectives.

Table 4.4 Research methods and their contribution to the research

Techniques | Methods Objectives:
Exploratory | Secondary e to establish and clarify the nature of distribution channels
research data collection | e to explore previous research on marketing channels relationships
technique and analysis = to identify research techniques employed by other researchers
o to define methods of selection, assessment and control of channel
partners in tourism
e to identify the methods of support and co-operation between
channel members in tourism
. e to verify whether the issues raised by the literature review are
Semi- relevant and applicable to tourism distribution channels
gtrucn:lred e to obtain documentary material that is related to the research
Interviews (contracts, agreements, codes of conducts, etc.)
Main Mail o to identify the channel structure in terms of groups, numbers,
research questionnaires characteristics and trends
technique e to distinguish the most powerful channel members
FOMOW'UP « to identify factors which influence the channel structure
Interviews e to compare and analyse the aforementioned factors in each country,
linking them to the contextual differences in the two nations’ travel
service structures
Additional Content o to identify and weigh up the role of travel organisations in tourism
techniques analysis of distribution channels in both countries
tertiary e to assess the extent to which these organisations are able to alter
sources of channel relations
information o to establish the rate of change in the numbers of travel companies
Small in the British and Polish markets as a means of assessing the
historical case external impact of environmental changes on the structure of
studies distribution channels

The research framework design was then adapted to provide a structure for the conduct of the
research and the subsequent analysis of generated results. The flexibility of the pluralist approach
enabled research questions to be refined and modified during fieldwork as a consequence of the
data collected. A qualitative approach enabled the incorporation of new ideas generated from the
analysis of in-depth interviews. Before the empirical survey started, the travel trade business in
Britain and Poland needed to be analysed to gain information on the population to be studied and
to allow decisions on the sample size to be made. The necessary information has been presented in

chapter 3.
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4.8 Detailed description of the research process
Oppenheim’s (1994) approach was used in this study, thus the description of research employed

can be guided by the steps mentioned above. Steps undertaken in this particular case are shown on

the diagram (Figure 4.2).

Figure 4.2 A flow-chart of steps in this research

EXPLORATORY RESEARCH
|
[ |

SECONDARY DATA EXPERIENCE SURVEY
Study of tourism and Semi-structured  interviews
marketing journals, papers, with tourism companies in the
conference proceedings, UK and Poland (12/96 -
theses, databases 10/97)

'

Contacts  with  tourism  organisations and
associations (8/97)

Research objectives / hypotheses

[
| | 1
Sampling frame based on Questionnaire design Pilot study: corrections
tertiary sources (directories (5/98)
and reports)

Selection of sampling design

A4

Collection of data: questionnaires, follow-up interviews supplemented by small case studies (6-9/98, 6-

9/99)
¥

Editing and coding, data processing and analysis, interpretation of findings, discussion, conclusions,
REPORT

The research has been set out as exploratory. The secondary data collection was carried out in
order to establish the available background information and to support the sampling process in the
subsequent stages of research. It consisted of a literature search, on-line search and a literature

review. An investigation of relevant publications was launched in the British and Polish libraries at
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universities and tourism organisations and associations, including the Polish National Tourist
Office (PNTO) in London, British Tourist Authority, the Polish Chamber of Tourism and the
Polish Institute of Tourism. The libraries and databases were accessed and searched electronically.
In addition, letters and electronic messages were sent to experts within the tourism field requesting
literature suggestions. On-line search and Internet searches were also used in order to create a list
of seminal books and articles in relevant journals and periodicals. A review of the literature was an

on-going process as the research progressed.

The process of generating ideas required consolidation of the secondary and primary data. The
primary data collection process consisted of three stages, which comprised exploratory interviews,

a mail questionnaire survey and planned follow-up interviews.

The initial and then in-depth interviews in Britain and Poland were set up typically a month in
advance. An initial telephone contact was made with the tour operators and travel agents to
identify contact persons in relevant positions; usually sales managers or account managers. This
initial telephone contact was followed up by a letter, detailing the author’s affiliation and the aim
of the research, including any other relevant details. Several further telephone calls were necessary
to finally commit the travel companies to interview dates. It was stressed that the research was

conducted purely for academic purposes.

4.8.1 Exploratory interviews

An initial exploratory stage of the research was designed in order to find out HOW companies
dealt with distribution issues. It included semi-structured interviews with a sample of travel
companies chosen as a non-probability convenience sample with the effect of a snowballing
sample. Preliminary interviews were conducted between January and November 1997. The sample
consisted of 7 companies in England and 10 in Poland (Table 4.5). These 7 companies in Britain
included three tour operators (two large and a small one) and four travel agents (3 multiples and 1
independent travel agency). The Polish sample included 3 older companies (one tour operator and

two travel agents / tour operators) and 7 new companies (3 travel agents, 1 tour operator, 3 travel
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agents/ tour operators). Contacts were also made with some of the Polish and English tourism
organisations, namely the Polish Chamber of Tourism (PIT) in Poland and AITO, ABTA and the
Advantage Travel Centre in Britain. In each case a similar set of questions, covering the

aforementioned areas of research, based on the literature review, was utilised.

Table 4.5 Exploratory interviewees in Britain and Poland

Poland Britain
TA TO TA/TO TA TO
New 3 1 3 Multiples / Large TO 3 2
Old 1 2 Independents/ 1 1
Small TO
Total 10 7

Key: TA - travel agents, TO — tour operators, TA/TO — companies dealing as travel agents and
tour operators at the same time

The interviews were recorded, transcribed (and translated where necessary). A content analysis
was conducted using a comparative grid (Easterby-Smith et al. 1995). The answers to the
aforementioned questions were coded according to the structure and tabulated (Appendix 3).
Coding was understood as “the general term for conceptualizing data; thus coding includes raising
questions and giving provisional answers (hypotheses) about categories and about their relations.
A code is the term for any product of this analysis (whether a category or a relation among two or
more categories)” (Strauss 1988 in May 1997: 125). The variance of behaviour between different
groups of channels players within the distribution processes was noted and the initial interview

findings confirmed it.

On the basis of the literature and the analysis of preliminary interviews, the propositions stated
below were drafted. They are connected with the structure and differences between various groups
of travel companies in Britain and in Poland. These differences are summarised within the Kale

and Mclntyre (1991) framework of channel relationships processes, presented in the chapter 2.

Propositions

Initiation process:
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1. Tour operators and retailers in the UK both select their channel partners according to well-
understood, but not necessarily written criteria. Amongst these criteria are turnover and
ultimate customers’ percepiz’on of the quality of products. Financial status of a channel partner
is one of the selection factors in both countries. Selection of retailers by suppliers and

suppliers by retailers in Poland lacks the formal procedures of the UK equivalent.

2. Large tour operators in the UK and ‘old’ travel companies in Poland are more exclusive than
small ones in choosing their channel partners. The selection initiated by larger tour operators
and well-established companies is biased towards partners who have an established reputation
and can offer performance guarantees. Smaller tour operators and retailers in the UK and
most of the travel companies in Poland will seek to maximise the number of their retailers in a

way which is less critical and less exclusive.

3. The search process for a pariner for a small tour operator in the UK and for a relatively new

tourism company in Poland is largely informal. In Poland it is based mainly on word-of-mouth

communication.

4. Larger retailers, (multiples and miniples) in the UK, are more successful than smaller ones in
acquiring the right to sell the product of a wide range of tour operators. Independents
concentrate mainly on niche-markets and specialise in a narrower range of products. In some
cases these products are packaged by these retailers in the UK, in Poland this is a normal

practice.

Implementation processes

5. A point of similarity between the UK and Poland is that in both countries, the supplier -

retailer relationship is sometimes dealt with in a contract, sometimes not.

6. Where a contract exists, the drafting is more frequently carried out by the more powerful

partner (defined in terms of size/turnover), in terms which favour that pariner.

7. Travel companies in the UK will stress formal exchange practices in the flow of information
about tourism services and other flows. Each channel member knows the relevant procedures.
Companies in Poland operate in a relatively flexible way, in an ad hoc and unstructured

climate. Lack of consistent procedures and lack of expertise are common.
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Basic vertical integration between the activities of retailers and suppliers of tourism product
and services is more commonly found in Poland at the local, single-business level than in the
UK. A higher proportion of Polish travel agents’ businesses than in the UK is in the

company’s own products, connected not only with tourism.

Retail package holiday sales in the UK show a much greater market domination by a smaller
number of nation-wide multiples than in Poland, in which a higher proportion of retail sales

is attributable to small independents.

Review processes

10. The formal and informal assessment of channel partners and the provision of mutual feedback

11

12.

is more widespread in Britain than in Poland. The relationship between supplier and retailer
members of the UK tourism marketing channel is characterised by a longer-term view than is
customary in Poland. Consequently, Polish tourism retailers and suppliers show greater
short-term change in the identity of their channel partners and reveal less evidence of mutual

support by means of business and other communication.

Supplementary services, such as tour operators’ promotional support and training do not
account for the difference in retailers’ adoption of tour operators’ products in the UK. 4
higher proportion of Polish travel agents does not yet have complete IT connections between
channel partner; formal training and education is not necessary to the extent that it is

practised in Britain.

The better known the town as a tourist destination in Poland, the greater the power of the
travel product suppliers in providing services for that town over travel retailers. In the UK the
localisation of travel retailers is not connected with the tourism destination (supply-side), but

with customer accessibility (demand-side).

4.8.2 Contacting travel companies in international travel markets: survey as

a data collection technique

The second stage of primary data analysis was designed to provide more insightful information

into travel agents and tour operators’ businesses operating in both markets by means of a larger

sample. It was especially important to get that information from the Polish companies due to

insufficient and unreliable secondary information in that market.
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Because of the geographical dispersion of the population, as well as its size, a survey was chosen
as the main study technique from the range of methods of research proposed by DeVaus (1996).
The planned research technique of data collection was mailed questionnaires. They were designed
to deliver the answer to the question: WHO (in terms of the characteristics of the company) deals

HOW with aforementioned stages in distribution?

One questionnaire with 25 questions for Poland and two questionnaires for Britain (for travel
agents (13 questions) and tour operators (14 questions) respectively) were designed because of the
structure of travel industry in Britain and in Poland, as outlined in chapter 3. The comparability of
the research was maintained by use of the same or very similar questions in both industry settings,

covering originally the sections below:

TRAVEL AGENTS TOUR OPERATORS

company, its nature and size company, its nature and size

products on sale products

ownership of other companies ownership of other companies

choice of tour operators / suppliers choice of travel agents

written contracts / agreements written contracts / agreements

support given by suppliers /a tour support given by a tour operator or suppliers to
operator a travel agent

assessment of co-operation assessment of co-operation

termination of business ternunation of business

Back translation of the Polish questionnaire was utilised in order to discover inconsistent meanings
and eliminate them. Most of variables in the questionnaires were categorical and the scales used

were mainly nominal and ordinal.

Following the pre-testing of the questionnaire, items which led to non-response or to complaint,
were deleted or moved to a more appropriate position within the schedule. For example, all
questions which indicated company size were considered sensitive (issues connected with
employment, numbers of customers served, integration) and so was the part regarding contracts. In
the piloting stage nearly all respondents refused to complete it. Therefore the sections covering
written contracts were eventually removed as they were too commercially sensitive, and therefore

unlikely to yield valid results.
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Even in the case of ranking of products with regards to ‘a share’ of specific products in the overall
turnover the question had to be rephrased into less specific “importance”, as that was the only way
of getting the answers. However, the measurement was still valid, as that was the closest

equivalent possible.

The pilot study conducted in Poland on 16 companies and in Britain on 12 led to some changes in
the wording of questions. The section headings were removed from the questionnaire in order to
avoid order bias. The tourism terms used in education were changed into terms prevalent in the
travel trade environment. It was impossible at this stage to close some of the open-ended

questions. The revised questionnaire therefore consisted of both closed and open-ended questions.

Sampling

The questionnaires and covering letters with pre-paid return envelopes were posted to a sample of
tourism companies in each country. The sampling frame in each country was created on the basis
of travel trade directories (TTG Directory (1998) and INDEX HIT Directory (1996, 1997)). In
order to lower the sampling frame error (especially in Poland where not each company is included
in the directory), local travel directories of travel companies from different regions in Poland, as
well as the other trade sources, complemented the main directories. It was established that
although the total number of travel retail outlets was quoted as 2442 (according to Indeks HIT
(Hotele, Informacje, Turystyka) 1996/97), the listing under-estimated the real number of tourism
companies. It listed for example 14 travel agents in one of the seaside resorts, Kolobrzeg, while in

1996/7 there were 29 agents operating in that area according to the Kolobrzeg local authorities.

It was established that in 1997/98 there were 2470 Polish travel companies, from which around
1900 were small, private independents and the remaining 570 belonged to the group of larger,
older, previously state-owned travel offices. However, the number of travel companies who traded
only as a travel agent or tour operator was difficult to assess on the basis of secondary data, since
there were no statistics of this nature available. In England the TTG Directory (1998), the most

authoritative source at that time, quoted 3219 companies which act as travel agents in three
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categories, as stated earlier. Those 3219 companies represented altogether between 7500 - 9200
outlets. The number of tour operators totalled 1346 companies in two main groups: large, package

travel operators and small-scale niche-market tour operators, offering independent, tailor-made

holidays (around 1000 companies).

A stratified random sample was chosen in each country. In Poland the records of the companies

were kept on a database created specifically for the needs of this research project.

The minimum sample size could be calculated, following various guidelines (Saunders et al.
1997), although, as May (1997: 86) suggests, size is not the most significant feature of a sample;
rather the sample should reflect population characteristics. In order to obtain a reasonable number
of responses, 500 questionnaires were sent by mail to the sample of companies in Poland and 600
in England. In the case of Poland, these questionnaires were sent to main offices of all previously
state-owned travel offices (83 in total) and every fifth independent company on the list in INDEX
directory with a random start. In England, 350 questionnaires were sent to travel agents (all
headquarters of multiples and miniples were targeted and every tenth of the independents) and 250
to tour operators. The list of tour operators was created with the help of the PNTO in order to
increase the response rate. The questionnaires were sent to owners or general managers of travel

companies.

Some companies were very slow to respond. It was likely that a second round of questionnaire
issues would have increased the response rates both in the UK and Poland, but it was not viable
within the limits of the project. Follow-up phone calls (reminders) were undertaken in order to

speed up the process.

Although the questionnaire was chosen as the best method of reaching representative samples of
travel companies in both markets, a lack of control over questionnaire responses was a hindrance

in the research process. The obtained response rates, however, were considered satisfactory,
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following Frankfort — Nachmias and Nachmias (1996: 226) who state that the typical response rate

for a mail survey without a follow-up is between 20 and 40 percent.

In the second stage of the main fieldwork telephone interviews were undertaken with the Polish
and the British travel businesses. The Polish respondents were far more eager to take part in the
second stage of the fieldwork than their British counterparts. There were also signs of over-
willingness of the Polish respondents to give positive answers to interview questions and more
enthusiastic attitude towards academics. It gave the researcher more choice of possible
interviewees, but the questions were handled in the same way both in Poland and Britain, ensuring

the reliability and validity of data collected.

4.8.3 Follow-up interviews

The third type of data collection technique was comprised of follow-up interviews, which were
conducted at the PhD stage of the research. They should help to understand WHY a specific
approach was taken by a specific company. Findings obtained from the questionnaire survey and
the interviews were to be complemented by additional techniques to answer research questions.
The follow-up semi-structured interviews were conducted over the telephone from 06/99 till 09/99
in Poland and in Britain. The interviews were to explore in detail issues raised by open-ended
questions on the questionnaire. Managers, who had already agreed to be interviewed, were
requested to answer some structured and open-ended questions, regarding criteria of evaluation of

channel partners and membership of tourism associations.

The easiest way of conducting the follow-up interviews was over the telephone. The Polish
interviews were conducted by telephone from Poland. Nearly half of managers and owners of
Polish travel companies who responded to the questionnaire had agreed to take part in further
research. Out of this number 10-15 were selected on the basis of answers they had provided in the

questionnaires. The major issues addressed were:

— reasons for using specific criteria of evaluation of channel partners by these companies,

— the range of support given to or obtained from a channel partner,
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— membership of tourism organisations and related benefits in terms of channel co-operation,
— reasons for termination of the relationship with tourism channel partners,

— importance of the aforementioned factors in shaping the relationships between travel agents

and tour operators.

A simple “prompt” sheet was used, developed from a more complete version of the above list, to
keep the interviewees “on track”. From tour operators and agents in Britain who agreed to a
follow-up Interview - a similar sample was selected and, again, the same method was used. The
average interview lasted 30 minutes. Interviews were recorded and transcribed in parallel. The

issues raised in them were treated as confidential.

Characteristics of interviewees

18 companies were contacted in Poland. 5 represented old businesses among which 4 dealt as
travel agents and tour operators at the same time, one was considered a tour operator. Amongst 13
new companies, established after 1989, 8 fulfilled the responsibilities of travel agents and tour
operators at the same time, 3 acted as tour operators and 2 represented sole travel agents’
businesses. In Britain only 8 companies responded, as considerably fewer companies indicated an
interest in participating in follow-ups in Britain than in Poland, but their activities complemented
the sample from initial interviews. There were 5 independent travel agents in the group, 2 miniple
agencies and 1 small tour operator, therefore the representatives of all possible groups of agents
and operators were contacted.

Table 4.6 Follow-up interviews in Britain and Poland

Poland Britain
TA TO TA/TO TA TO
New 2 3 8 Miniples 2 0
Old 0 1 4 Independents/ 5 1
Small TO
Total 18 8
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4.8.4 Additional research techniques

Where possible, complementary, informal research was also undertaken on the basis of trade
materials obtained during the fieldwork from different companies and organisations, which
includes relevant, though anecdotal, evidence supporting the main themes. This informal research

was also extended to a small case study and observation in a couple of travel companies.

The originally planned content analysis of agreements between travel agents and tour operators
was dropped, since the sample of agreements obtained was too small to represent the whole range
of agreements which, due to their confidentiality, were impossible to acquire. Instead, a partial
content analysis of travel directories was undertaken in order to obtain more accurate information
on the rate of change of the data included in them. This analysis was a means of describing the rate
of change in the travel markets in Poland and Britain and a way of establishing the number of
companies closing down and opening businesses each year, especially in Poland where official
statistics covering these issues are not obtainable. It also helped to establish the population size

and characteristics.

4.9 Methods of analysis
Both quantitative and qualitative analytical methods were used in the research. The types and
nature of the data obtained in the quantitative research techniques allowed only for the use of

exploratory, descriptive statistical methods, which were enriched by qualitative analysis.

4.9.1 Initial qualitative analysis

The analysis and interpretations of initial interview (and partly in-depth interview) findings
provided a source for the basis of conducting a subsequent comparative analysis. The content
analysis grid was employed as a mechanism for systematic handling of data in a rigorous way
(Easterby-Smith er al. 1995). “NUD*IST” and ATLAS/ti software were taken into consideration
as tools for analysing qualitative data, but manual checking of verbal content proved to be
sufficient and more appropriate. It yielded results as valid as could have been obtained by using

computer software (three methods for qualitative analysis were compared by Anderson and Shaw,
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1999). Content analysis and qualitative reasoning were therefore employed to analyse and

summarise the interview results.

Evidence obtained from the questionnaire survey and the interviews was complemented by

additional techniques to answer research questions. The outcomes from all techniques were

blended and compared between both countries.

4.9.2 Quantitative data analysis

Information obtained from the questionnaires was formally analysed using the Statistical Package
for Social Sciences (SPSS). The nature of the variables (mainly categorical) restricted the possible
methods of analysis to descriptive statistics, regarding the numbers of agents and operators in

various groups in both countries. (A list of variables can be found in appendix 6).

The sub-groups of agents and operators in Poland and in Britain were compared and the
differences between them were detected. Cross-tabulation served as the main technique, with
tables displaying the number of cases falling into each combination of the categories of two or
more categorical variables. In addition to counts, some tables displayed percentages, expected

values, and residuals, depending on the nature of the variables.

Subsequently, the chi-square test analysis based on cross-tabulations and the T-test based on a
comparison of means, served as the analysing tools in extracting the similarities between the
channel players in Poland and Britain. The sum of the probabilities of the results included in the
region of rejection is denoted as the level of significance, or a. It is customary to set the level of
significance at 0.05, which means that the null hypothesis is to be rejected if the sample outcome is
among the results that would have occurred by chance no more than five percent of the time

(Frankfort — Nachmias and Nachmias 1996: 483). Therefore this level of significance was used in

the analysis.
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Similarly, the proximity between variables in Poland and Britain was detected, especially in the
case of the choice of channel players in both countries. Hierarchical cluster analysis was the most
appropriate analytical technique for quantitative, binary (dichotomous) variables or count data.
This procedure attempted to identify homogeneous groups of cases (or variables, which was the
case here) based on selected characteristics. Software employed used an algorithm that starts with

each variable in a separate cluster, and combines clusters until only one is left (Kachigan 1998).

‘Proximities’ procedure in the SPSS software generated distance or similarity measures between
variables. Hierarchical cluster analysis plots included dendrograms and icicles. The dendrogram
consisted of connected vertical lines which designated joined cases. It re-scaled the actual distance
between clusters to numbers between 0 and 25, preserving the ratio of the distances between steps
(SPSS help file). Dendrograms were found useful in this research as they depicted the
cohesiveness of the clusters. They represented the steps in the hierarchical clustering that showed

how the clusters were combined and the values of the distance coefficients at each step.

4.9.3 Qualitative data analysis

A quantitative questionnaire was insufficient and inappropriate to provide an in-depth
understanding of the similarities and differences in tourism distribution in both countries because
of its restrictive nature. Hence qualitative research techniques were employed. In-depth qualitative
interviews were conducted at that stage and each of them lasted from 30 minutes to 1 hour. All
interviews were recorded and transcribed. The interview protocol had a semi - structured format,
thus, a straightforward content analysis was more appropriate for data analysis than a computer

analysis package (Anderson and Shaw 1999).

As the purpose of qualitative analysis included both provisional testing of theory (Kale and
McIntyre model) and predictions to improve channel co-operation in Poland, the methods used for
data analysis were combining inspection for propositions along with coding (Glaser and Strauss
1967: 105). Analytic induction has been concerned with generating and proving an integrated and

universally applicable theory of causes accounting for a specific behaviour.
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Coding

Three steps of coding were used in data analysis. A procedure for developing categories of
information (open coding) was the first step, then interconnecting the categories (axial coding),
and building a ‘story’ that connects the categories (selective coding), and comparing the results

with a set of theoretical propositions (Creswell 1998: 243).

In the open coding phase, the text was examined (e.g., transcripts and documents gathered during
the fieldwork) for salient categories of information supported by the text (selection, assessment,
support). The reduction of data followed by data display and analysis took place (Miles and
Hubermann 1994). The axial coding process followed open coding, where some of the data were
to be singled out for description according to the principles of selectivity (Frechtling and Sharp
1997). It took the categories of open coding, identified one as a central phenomenon, and then
returned to the database to identify:

e what caused this phenomenon to occur;
e what strategies or actions actors employed in response to it;

e what context (specific) and intervening conditions (broad context) influenced the strategies,

and

e what consequences resulted from these strategies.

The overall process was one of relating categories of information to the central phenomenon

category.

Selective coding was the final phase of coding the information. It took the central phenomenon
and systematically related it to other categories, validating those relationships and filling in

categories that needed further refinement and development.
Glaser and Strauss (1967) included in the on-going analytic process the method of constant

comparisons - an intellectually disciplined process of comparing and contrasting across cases to

establish significant patterns. They noted that conclusion drawing involved stepping back to
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consider what the analysed data meant. Miles and Huberman (1994: 245-262) suggested tactics for
generating meaning, which included noting patterns and themes, clustering cases and making

contrasts and comparisons. They suggested following up surprises and twists in the data.

Comparison with computer analysis package

A number of authors have suggested using computer software to develop themes once manual
coding has taken place (Anderson and Shaw 1999). Computer software packages for qualitative
data analysis essentially aid in the manipulation of relevant segments of text. While helpful in
marking, coding, and moving data segments more quickly and efficiently than can be done
manually, the software cannot determine meaningful categories for coding and analysis or define
salient themes or factors. In qualitative analysis, as seen above, concepts must take precedence

over mechanics: the analytic underpinnings of the procedures must still be supplied by the analyst

(Frechtling and Sharp 1997).

Weitzman and Miles (1995) reviewed most of these packages and grouped them into six types:
word processors, word retrievers, textbase managers, code-and-retrieve programs, code-based
theory builders, and conceptual network builders. Although NUD*IST or Atlas/ti may allow
quicker analysis, this advantage is only visible in a large sample study. In addition, the process of
manually inputting specific quotations was considered desirable in that it gave the researcher a
‘feel’ for the data, and allowed familiarity with them. Secondly, the use of a computer can
encourage a ‘mechanistic’ approach to analysis. The research analysis may then become a routine
and mechanical process (Lee and Fielding 1996). Thirdly, much of the input that is carried out by
such software requires words to be specified or coded by the researcher, which may not be
appropriate. Finally, most of the available software only identifies the sentence with which a

specific word or phrase occurs, and thus often fails to locate the context.
Although the use of computer software was rejected, the quality of data analysis was not lowered.
Issues of methodological rigour are not considered problematic. As Krane et al. (1997: 215) noted,

“none of these procedures directly affects the value of the study; they are merely ways for the
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Inquirers to work with their data ... If individuals use NUD*IST or Hyperqual computer programs,

or 3 x 5 cards and paste them to the wall, they are really doing the same thing conceptually.”

4.10 Validity, replicability, and sensitivity of results

Distribution channels are a part of the socially constructed world thus the methods used in
researching them should be taken from social sciences rather than natural sciences. Social science
differs from the physical or natural sciences because it deals with social behaviour which is less
predictable than non-human phenomena. People can react to the research carried out and change
their behaviour accordingly. The social world is constantly changing, so it is rarely possible to
replicate research at different times or in different places and obtain similar results. Within the
scientific research it should be possible for research to be replicated by the same or different
researchers and for similar conclusions to emerge. In the area of social science, which deals with
people as social beings and as communities, the scientific model must be adapted and modified

and in some cases largely abandoned (Veal 1997: 2-3).

Sekaran (2000: 25) notes that whenever the attempt is made to qualify human behaviour,
difficulties in obtaining a representative sample might occur. This restricts the generalisability of
the findings. Generalisability refers to the scope of applicability of the research findings in one
organisational setting to other settings. Other obstacles are connected with the measurement and
collection of data in the subjective areas of attitudes or perceptions. Thus it is not always possible

to meet all the hallmarks of science completely.

Comparability and consistency are often difficult to obtain in research. Still, the research can be
designed in a way that ensures purposiveness, rigour, the maximum possible testability,
replicability, objectivity, precision, confidence and parsimony (- Sekaran’s ‘parsimony’ refers to

economical wording, not to finance).

Although the simplicity in explaining the phenomena or problems was criticised, Mintzberg (1983:

107-108) defends it, claiming that the seven basic themes underlining to some degree various
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research activities are of seminal importance in a good piece of research. According to him
research may be as purely descriptive as possible and can rely on simple (inelegant)
methodologies. He argues that “too many of the results have been significant only in the statistical
sense of the word” and claims that even a sample of one can be perfectly legitimate. The choice of
sample sizes obviously depends on what is to be studied. But it should not preclude the small
sample, which has often proved superior. Also, as long as research has been systematic in nature, it
can “measure” in real organisational terms. Systematic data create the foundation for theories, but
it is the anecdotal data that helps do the building. Theory building seems to require rich
description; the richness comes from anecdotes; thus systematic data should be supported by
anecdotal data (Minzberg 1983:113). He also advocates integration of diverse elements into

research configurations.

Decrop (1999) names the reasons for a lack of consideration of qualitative research. One of them is
the persistence of the domination of the positivist paradigm in many areas of tourism research.
Positivism considers reality to be objective, tangible and single. Interest is focused on what is
general, average and representative so that statistical generalisation and prediction are possible.
Positivists blame qualitative research for lacking rigor and validity. Both reliability and validity
are put into question since homogeneity of data and coefficients of determination cannot be
computed. After Lincoln and Guba (1986) he lists criteria which, when implemented in research
designs, ensure trustworthiness. The criteria can be implemented through triangulation, looking for
negative or atypical cases, or keeping methods and data in context. The credibility of the

researcher is also at stake.

Four criteria for qualitative inquiry are:

1. Credibility (internal validity): How truthful are particular findings?

2. Transferability (external validity): How applicable are the research findings to another setting
or group?

3. Dependability (reliability): Are the results consistent and reproducible?

-121-



4. Confirmability (objectivity): How neutral are the findings (in terms of whether they are
reflective of the informants and the inquiry and not a product of the researcher’s biases and
prejudices).

These criteria were considered in the process of conducting this research.
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Chapter 5

Quantitative Analysis

It is possible to divide tour operators in Britain into two groups: large ones and smaller, niche-type
tour operators; while agents can be divided into three groups: multiples, miniples and
independents. In Poland the companies can be divided into old travel companies, which tend to be
large organisations and new ones, smaller and similar to independents (detailed analysis presented
in chapter 3). Due to this diversity of travel companies it is essential to find out the extent of
similarities and differences in the structure of travel industry in the two countries in terms of the

groups of companies in the market and their approaches to distribution issues.

Main research techniques employed in this research included mail questionnaires and follow-up

mterviews (Table 4.4, chapter 4). The objectives of the prepared questionnaire were:

to identify the channel structure in terms of groups, numbers, characteristics and trends
—  to identify factors which influence the channel structure

- to compare and analyse the aforementioned factors in each country, linking them to the
contextual differences in the two nations’ travel service structures

- to distinguish the most powerful channel members.

After the piloting stage (addressed in chapter 4) the focus of the questionnaire changed and the
emphasis was placed upon relationships between travel agents and tour operators rather than
various groups of suppliers (- the discussion regarding the importance of that specific relationship

is placed in the literature review, chapter 2).

Finally, parts of the questionnaire included the following sections (- a copy of the questionnaire is

attached in appendix 5):
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TRAVEL AGENTS TOUR OPERATORS

company, its nature and size company, its nature and size

products on sale products

integration integration

choice of tour operators choice of travel agents

support given by a tour operator support given by a tour operator to a travel agent
assessment of co-operation assessment of co-operation

termination of business termination of business

The information derived from the questionnaire results is presented in this chapter in the following
order: the response rates to the questionnaire are presented and followed by the analysis of travel

agents’ and tour operators’ responses in both countries about the issues listed above.

5.1 Response rates
Nearly 28% of the Polish companies responded to the survey. In Britain 23% of sampled travel
agents and 22% of tour operators sent their responses back. Table 5.1 presents the numbers and

response rates, obtained in both countries.

Table 5.1 Response rates in Britain and Poland

Questionnaires | Polish companies British companies
Travel | Tour TA/TO | Travel Tour
Agents | Operators Agents Operators
Sent 500 350 250
Obtained 168 88 57
Usable 138 82 55
58 11 69
Response rate 27.6% 23.4% 22%

When the numbers obtained are compared with the whole population of travel companies in
Britain and Poland, they cover only a very small fraction of respective populations as such, but at
the same time they represent all main groups of travel companies. Therefore they can be assumed
to be representative for the population by reflecting population characteristics (May 1997,

Diamantopoulos and Schlegelmilch 1997).
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Basic frequencies, contingency tables and descriptive statistics regarding Polish and British tour

operators and travel agents were calculated in the SPSS for the following ranges of variables (lists

of variables are placed in appendix 6):

Travel Agents: company age, number of outlets, products, integration, number of tour operators
served, staff employed, factors influencing the choice of a tour operator, support obtained from a
tour operator, training, assessment of performance, termination of the relationship.

Tour Operators: company age, integration, number of co-operating agencies, staff, evaluation of
performance of agents, criteria of choice of a travel agent, support given to a travel agent, training,

passengers served, termination of the relationship.

The numbers obtained provided a reasonable basis for conducting the exploratory statistical
analysis. However, they were not sufficient for sophisticated statistical methods like discriminant
or factor analysis or canonical correlation (- used in some of the previous suppliers — dealers
relationship research). Cross-tabulations, chi-square tests and T-tests were performed to test

assumptions regarding similarities and differences in channel structures in Britain and Poland.

The response rates in both countries helped to identify the difference in the stability of the working
environment. The rate of change in terms of the number of companies which disappear from the
market each year is much higher in Poland than in England. Out of 30 non-usable questionnaires,
24 non-response questionnaires were received in Poland because the companies did not exist any
more. This number indicated that nearly 5% of the Polish sample had gone out of business in the
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