
The Emergence of Electronic Market Systems in the Euro- 
pean Tour Operator Business 

Recent developments in computer reservation systems and associated new 
trading patterns may bring about important changes to the (West) European 
travel and tourism industry in general and the tour operator business in particu- 
lar. The new trading forms are deriving from the establishment of electronic 
market systems, for example, as a result of the merging of global airline 
reservation systems with hotel, car rental and other booking systems. Electronic 
market systems may well provide new opportunities for some tour operators as 
well as threaten the competitive position of others, and, overall, may make i t  
necessary for tour operators to seek new ways to 'add value' to travel and 
tourism products. 

Tour operators provide one of the core and sold long in advance, the period 
functions for the leisure .sector of the immediately before their intended time of 
travel and tourism industry. Tour opera- consumption issometimes adecisive fac- 
tors, in assembling holiday packages or tor in the eventual financial success of a 

tour operator because of last minute cus- 
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inclusive tours from a wide range of avail- 
able components, provide a link between 
the travel and tourism principals on the 
one hand and travel agents and consum- 
ers on the other. It appears that while the 
dominant European tour operator groups 
have been concentrating on mass mar- 
kets and on achieving economies of scale, 
many of the smaller tour operators have 
been specialising in and serving niche 
markets. The adoption and diffusion of 
new information and communication tech- 
nologies (ICTs) and the emergence of 
electronic market systems in the travel 
and tourism industry in general and in the 
tour operator business in particular, may, 
however, have major consequences for 
the tour operator business and may 
change this situation by enabling small 
tour operators to enter mass markets 
and, vice versa, encourage large tour 
operators to enter niche markets. In addi- 
tion, the new trading forms may threaten 
the position of some tour operators as 
well as provide new opportunities for oth- 
ers. 

New ICTs, particularly those that sup- 
port interorganisational trading activities, 
are highly important to the tour operator 
business because of the nature and com- 
plexity of its products. The products 'in- 
clusive tour' or 'packaged holiday' con- 
sist of multiple components delivered by 
a large number of operators, thus creat- 
ing a need for extensive information ex- 
changes and communication. However, 
it is not only the fragmentation of pack- 
aged holidays that demand this commu- 
nication and information exchange. In- 
clusive tours are moreover highly perish- 
able; hotel beds, airline seats and their 
like have a limited 'shelf life' since they 
cannot be stored and are instantly lost if 
not consumed on a particular day. Al- 
though these products can be advertised 

Emerging Systems in the European 
Tour Operator Business 

Several important institutional and 
technical changes are currently affecting 
the European tour operato? business, 
which make industrial changes in favour ' 
of market-based organisations likely. First- 
ly, there is an increase in customer de- 
mand for more individual holiday prod- 
ucts, away from mass market inclusive 
tours [3]. Secondly, deregulation and lib- 
eralisation of the international air traffic 
sector is likely to lead to an obscuring of 
the demarcation between charter and the 
scheduled airline sectors and to an in- 
crease in the availability of routes and in 
competition. Thirdly, European Union di- 
rectives have led to stricter national legis- 
lations regarding bonding and insurance 
schemes for European tour operators as 
well as quality assurance schemes, thus 
insuring better customer protection inde- 
pendent of the tour operator chosen. 
Fourthly, governmental and competitive 
pressures have reduced the bias built 
into some computer reservation Systems 
favouring the system owners' products, 
and aim to make these svstems eventu- 
ally unbiased. ~ i f t h l ~ ,  falliig system costs 
combined with improved technology and 
greateravailability of reservation systems 
enable more and more operators in the 
travel and tourism industry to connect to 
reservation systems [4]. 

These changes have led and will con- 
tinue to lead to the establishment of elec- 
tronic market systems. Electronic market 
systems are ICT systems that enable 
(usually a larger number 09 buyers and 
sellers to conduct their trading activities 
electronically, with purchase and sale 
decisions being predominantly based on 
price. They are marketplaces, where the 
majority of market related information is 
communicated and the majority of mar- 
ket-related interaction between the par- 

ticipants is handled electronically. The 
predecessors of most of today's electron- 
ic market systems in the travel and tour- 
ism industry in the world were the inven- 
tory systems which were installed by air- 
lines at the end of the 1950s and during 
the 1960s. These intraorganisational 
booking systems were expanded to 
interorganisational systems in the mid- 
1970% by installing terminals in travel 
agencies and travel departments of large 
firms. These computer reservation sys- 
tems (CRSs) were originally single-ac- 
cess systems, allowing travel agents only 
to access the airline that operated the 
individual system. At the end of the 1970s, 
however, the airline reservation systems 
became co-hosted systems, displaying 
the availability and prices of partner air- 
lines next to those of the owner airline. At 
the end of the 1980s and early 1 990s, 
particularly through the creation of the 
two European reservation systems Ama- 
deus and Galileo in 1987, the major res- 
ervation systems finally became multi- 
ple-access systems and in fact electronic 
market systems, allowing the booking of 
seats offered by a larger number of air- 
lines by interconnecting one CRS with 
another. 

By mid-1994, following a number of 
reservation system mergers, five major 
CRSs existed in the world: Galileo Inter- 
national (combining the systems Apollo 
and Galileo), Sabre, Worldspan, System 
One and Amadeus. Reservation systems 
have also been installed by other travel 
and tourism principals, in particular large 
and mainly international hotel chains, car 
rental companies, providers of travellers 
cheques, operators of major attractions, 
restaurant chains, and operators of rail- 
ways, ships and ferries. Moreover, major 
international telecommunication servic- 
es providers, like Deutsche Bundespost 
Telekom and France Telecom, have en- 
tered the travel and tourism market, pro- 
viding information and communication 
services for travel and tourism compa- 
nies. A number of these systems have 
been linked to the main airline reserva- 
tion systems, thus making them global 
distribtition systems, or global electronic 
market systems, for a broad range of 
travel and tourism products. A further 
example of a development with potential- 
ly far-reaching consequences for the dis- 
tribution of travel and tourism products is 
the creation of the 'Travel Web' on the 
global communication network lnternet 
by The Hotel Industry Switch Company 
(Thisco) in October 1994. The major in- 
ternational hotel group Hyatt was the 
Travel Web's first user, offering room 
availability in 16 of its hotels directly to 
lnternet users. 

Indeed, it is likely that eventually travel 
and tourism information and reservation 
systems will exist for basically ah major 
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travel and tourism products, spanning 
transportation, accommodation, catering, 
car rentals, travel insurances, tickets for 
performances and even general informa- 
tion such as weather, traffic reports and 
information about local attractions [5; 6). 
A number of pilot projects for such sys- 
tems, most notably the domestic and 
incoming Tirol lnformation System (TIS) 
[I; 7, which might be enlarged to cover 
the whole of Austria, have been in oper- 
ation for a number of years and, if suc- 
cessful, will lead to major changes in the 
travel and tourism industry and in the tour 
operator business in particular. Onecould 
picture two general types of electronic 
market systems in the tour operator distri- . 
bution system in the future, as graphically 
illustrated in Figure 1, replacing the tradi- 
tional means of distribution, first for travel 
and tourism products that can be relative- 
ly easily described electronically and, at a 
later stage, using more sophisticated 
multimedia technologies for basically any 
travel and tourism product available. 

The evolution of these electronic trav- 
el and tourism market systems might 
even include the establishment of regula- 
tory organisations, supervising the trad- 
ing companies similar to electronic stock 
exchanges or electronic agricultural auc- 
tions. 

Outlook: The Value Added by Tour 
Operators 

The development of electronic market 
systems may have major consequences 
for the European tour operator business. 
Firstly, it may affect the relationships and 
competition between tour operators. For 
example,, with more and more travel and 
tourism principals being accessible 
through 'electronic market systems for 
components' and hence with reduced 
search costs, and with increased accept- 
ance by travel agents and consumers of 
'electronic market systems for packaged 
holidays' and thus with reduced distribu- 
tion costs, large tour operators can diver- 
sify by enlarging their product scope and 
compete in niche markets which were 
previously financially unattractive to them 
and only catered for by small and special- 
ised tour operators. In contrast, small tour 
operators can, by adopting new informa- 
tion andcommunication technologies due 
to their increased availability and reduced 
costs, achieve economies of scale and 
scope as well, thus entering markets pre- 
viously within the domain of large tour 
operators. Secondly, electronic market 
systems will also have consequences for 
tour operator sand their relationships with 
travel and tourism principals, travel agents 
and consumers in the tour operator distri- 
bution chain, both in the form of threats 
and opportunities. 

On the one hand, taking the continu- 
ous advance of electronic selling meth- 

ods, especially most recently through in- 
tegrated services digital networks (IS- 
DNs) and multimedia technologies, into 
consideration, these new trading meth- 
ods will threaten the existence of some 
tour operators (and travel agents) in the 
travel and tourism value system through 
disintermediation. The model of the value 
system is based on the idea that each 
organisation in the system adds value to 
the products that pass through it. Assum- 
ing a competitive environment, those or- 
ganisations that do not add value will 
eventually be by-passed or disintermedi- 
ated through direct sale and purchase. 
The main functions of a tour operator are 
to assemble various components pro- 
duced by the principals within the indus- 
try into a travel or holiday package, thus 
effectively reducing the information load 
forconsumers, and to add supplementa- 
ry services like representatives and spe- 
cial programmes. Electronic market sys- 
tems will threaten tour operators to the 
extent that they will enable principals to 
advertise their products more widely and 
effectively directly to customers, and al- 
low customers to search for products with 
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Figure 1: Emerging electronic market sy- 
stems in the tour operator distribution sy- 
stem (note that other distribution ways are 
not shown) 

less time and costs involved. In this re- 
spect, electronic market systems will 
threaten to make tour operators redun- 
dant. This threat can be reduced, though 
only to some extent, through vertical inte- 
gration, for example, by owning or exclu- 
sively cooperating with charter airlines, 
cruise ship operators, hotels, holiday 

clubs, destination agencies and travel 
agencies, as practised by basically all 
major European tour operator groups. 

On the other hand, given the wide 
adoption and diffusion of electronic mar- 
ket systems in the travel and tourism 
industry and given a shift in consumer 
preference towards more individual prod- 
ucts, electronic market systems will also 
provide new opportunities for tour opera- 
tors and will increase the relative impor- 
tance of those who are able to adapt 
quickly to this new environment and who 
will provide individual services. Electron- 
ic market systems will enable tour opera- 
tors and principalsto produce an increas- 
ingly broad range of new products, thus 
increasing the information load available 
to consumers. By adding value through 
assembling firstly more individual and 
secondly a wider range of packaged hol- 
idays, such as special-interest, activity 
and 'itinerary-build', i.e. tailor-made [2], 
holidays, tour operators can use the 
emerging electronic market systems to 
their immense benefit. rn 
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