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Abstract

The ever increasing internet, mobile and credit card penetration along with government efforts
to boost tourism, a rising middle class, and an increasing disposable income has ensured that
online travel agencies in India are going to enjoy a high growth period. The only way to sustain
their business in this highly competitive yet low-margin environment is to acquire and retain
customers by improving customer trust and perceived value. The focus is to understand the
impact of electronic service quality’s dimensions on customer trust while they use online trav-
el agencies in India. It will help online travel agencies to deploy resources correctly to strength-
en processes which impact trust the most. Additionally, it will help guide existing online travel
agencies and future entrants to have an in-depth understanding of the dimensions of elec-
tronic service quality that are information availability, ease of use, graphic style, privacy, and
security of their websites.

Keywords: trust, electronic service quality, online travel agencies, perceived value, Indian
travel market
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The Indian travel market has been growing and attracting business, leisure, medical and other
travelers. It is estimated that the Indian travel market will be the size of US$40 billion by 2020.
Tourism has tremendous potential in India owing to a multi-cultural environment, rich his-
torical heritage, and a variety of climate, terrain and natural beauty. The government of India
is actively encouraging and marketing Indian tourism as it views tourism a major employ-
ment generator as well as a significant earner of foreign currency. The government has initiat-
ed e-tourist visa and visa on arrival facility for several nations to boost inbound tourism. Also,
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a major focus has been put towards improving infrastructure and creating new tourist spots
across many locations to grow tourism further (World Travel and Tourism, 2017).

In the recent years, the online interaction in the tourism industry has become a very cru-
cial step in the customer experience. It has become very important to provide customers with
a compelling experience which allows customers to be satisfied with the service. The e-com-
merce business in India has grown 34% (Compound Annual Growth Rate) since 2009. The
online travel agencies command an enviable 70% of the total e-commerce market (PwC, 2015).
Based on a study conducted by Phocuswright, the online travel market in India is the size of
US$9.1 bn in 2014 which comprises of air travel US$s.1bn, rail travel US$3.1bn, hotels 0.8bn
and others US$o.1bn.

In the urban clusters, traveling has become a lifestyle choice which has increased the fre-
quency of trips undertaken by the customer within a period of a year. The online travel agen-
cies growth is being facilitated by a significantly low yet fast-growing Internet population of
420 million (in June 2017) which is an indicator of the sector’s huge growth potential in India.
The convenient choice for travelers is online travel agencies for researching about a destination,
gathering information about the language, cuisine, accommodation, location and making the
actual bookings. In 2015, online travel agencies commanded a respectable 39% of the total trav-
el market which means that approximately four out every ten purchases are booked online. It
indicates that traditional travel agents in India are not only strong but growing as well. For the
online travel agencies to increase their share of the total Indian travel market, they will require
improving the convenience for the customer further. It can only happen if there is a greater
understanding of what is driving customer satisfaction for the online travel agencies.

Interestingly the Indian travel business continues to be dominated by domestic companies
due to their understanding the customer behavior and longstanding presence. In 2015, Oyo
rooms revolutionized the concept of room inventory in the budget segment in India. For long
the hotel budget segment has been very fragmented and has shown resistance towards tech-
nology. Oyo room’s successful market share capitalization has led to the entrant of many new
competitors as well as forced established online travel agencies to offer similar services. The
outbound tourism is also growing significantly with more disposable income as well as more
countries offering Indian passport holders visa on arrival facility (Eric, Scott, 2014).

The paper is structured into sections of literature review, proposed model, methodology,
results, and conclusion. The objective of the paper is to understand the impact of information
availability, ease of use, privacy and security, graphic style and fulfillment on trust. It will help
online travel agencies to focus resources on the dimensions which are the most effective. Thus
the research questions identified in the paper are as follows:

+ What is the impact of trust on perceived value for online travel agencies in India?

«  What is the impact of the dimensions of electronic service quality on trust for online

travel agencies in India?

+  Which dimensions of electronic service quality have a greater impact on trust for online

travel agencies in India?

Literature Review

Academic research papers on online travel agencies with measurable impact were seen only
by 2000. Kaynama and Black (2000) established that traditional instrument of measuring ser-
vice quality like SERQUAL model was not sufficient to measure the service quality of online
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travel agencies. Rather the paper suggested adapting the SERQUAL model into another assess-
ment tool known as E-QUAL which was specifically developed keeping in mind the electron-
ic commerce business. Wilson (2000) documented the change of trend of customers booking
through online travel agencies instead of traditional travel agents. He suggested that prod-
ucts such as books, music, clothing etc. have been early adopters of distributing themselves
through online channel likewise the adoption of travel services through online channels in
now picking up and there will be an impact on the market share of traditional travel agents.

The issue of price disparity between online travel agencies and traditional travel agencies
was mentioned by Lehmann (2001). He empirically proved that the prices of various holiday
packages being sold across various online travel agencies are priced more economically owing
to the intense price competition. Additionally he noted that due to search inefficiencies there
is greater price dispersion across various online travel agencies.

O’Connor (2004) highlighted the privacy concerns of online travel agencies which are
threatening their growth. The online travel agencies collect huge amount of personal data as
part of their regular operations. He highlighted that though most online travel agencies have
mentioned a privacy policy, in most cases the content of such policies are not up to the mark
of internationally recognised fair practices. There is sufficient data to indicate that the unpro-
fessional management of personal information by the online travel agencies which is a cause of
concern and remedial action should be taken on an urgent basis.

Kim and Lee (2005) identified the dimensions of web service quality between online travel
agencies and online travel suppliers. They also compared the dimensions of web service quality
between online travel agencies and online travel suppliers. The study found that there are sim-
ilar dimensions like information content, reputation and security, ease of use and usefulness
which are common to both. Information content was found to be the most important dimen-
sion for customer satisfaction for online travel agencies and online travel suppliers. Cho and
Agrusa (2006) identified the factors which affect the ease of use and usefulness and how these
affect the customer attitudes towards online travel agencies. Interestingly the study found that
the attitude’s of the customer towards the online travel agency has a significant impact on the
level of satisfaction of the customer.

Kim et al. (2007) suggested that the most important choice attributes for online travel agen-
cies was finding low fares followed by security. The customers had considered other attributes
as well before pointing out their choice. The study also compared seven online travel agencies
where-in there were different patterns of customer perceptions of these online travel agen-
cies in terms of finding low fares, ease of use, security and web features. Tsang, Lai and Law
(2010) advised that online travel agencies face intense competition hence it is crucial for them
to evaluate their electronic service quality. They identified the dimensions of electronic ser-
vice quality for online travel agencies and established their relationship to purchase inten-
tion and customer satisfaction. The six dimensions of electronic service quality identified by
them are relationship, appearance, safety, functionality and information quality and content.
The most impactful factor for electronic service quality was website functionality. Chiou, Lin
and Perng (2011) say that online travel agency websites are visited more for information only
and the website can be monitored to discover inconsistency in strategy through a radar chart
analysis. Roger-Monz6, Marti-Sanchez and Guijarro-Garcia (2015) suggested that most cus-
tomers who book through online travel agencies are tech-savvy and selective. The study found
that perceived e-service value impacts customer loyalty towards online travel agencies directly.

Based of the above review of the evolution of academic research for online travel agencies it
was found that the literature is quite extensive. The online travel agencies have gone through
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tremendous technological advancements and customer trust since 2000. The online travel
agencies have grown from a novel concept for convenience to major distribution channel with
a significant market share towards the sale of travel products.

One of the most globally recognized models on customer satisfaction is the American cus-
tomer satisfaction index model (ACSI). It measures the cause-and-effect relationship that runs
from the antecedents of customer satisfaction level (customer expectation, perceived service
quality, and perceived value) to its consequences (customer complaints and customer loyalty)

(Fornell et al., 1996).
Customer
Loyalty

Perceived
Quality
Customer Customer
Expectations Complaint

The American Customer Satisfaction Index Model (ACSI Model) was developed in 1994
by Dr. Claes Fornell. The ACSI was based on the Swedish Customer Satisfaction Barometer, a
model designed for a measurement of the Swedish economy by measuring consumer satisfac-
tion (Fornell, 1992). The ACSI can be applied to economics at both the macro and micro levels.
As the model can measure customer satisfaction based on their actual experiences, therefore it
is used to measure product and service quality at the organization and industry levels. It also
can be applied to marketing to enable it to reach more consumers.

A unique ability of this model is the ability to predict business outcomes (Fornell et al., 1996;
Johnson et al. 1995). Many studies have shown a correlation between results from the applica-
tion of the model and business outcomes (see for examples, Fornell et al., 1995; Martin, 1998).

Many countries that have adopted the ACSI model and developed it to suit the context of
their country. These include New Zealand and Taiwan (Fornell et al., 1996), Austria, Norway
(Andreassen, Lervik, 1999; Andreassen, Lindestad, 1998) and India through the Hexagon Con-
sulting in 2015.

As online shopping is an experience different in many ways from traditional shopping, a
new index for measuring electronic customer satisfaction index (e-CSI) was developed. This

Customer
satisfaction level
(Overall CSI)

Figure 1. ACSI model
Source: Fomell et. al., 1996

Customer
Loyalty

+/-

Customer
Complaint

Figure 2. e-CSI model
Source: Hsu, 2008
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model also allows the online retailer to understand the specific factors that significantly influ-
ence overall customer satisfaction by reading the causal relationship in the e-CSI model and
the strategic management map. (S.H. Hsu, 2008).

The author(s) wants to adapt the existing literature on the dimensions of electronic service
quality to online travel agencies in India to understand the impact these dimensions have on
trust. Further, the researcher will measure the impact of trust on perceived value for the online
travel agencies of India.

Proposed Model

The traditional service quality literature is dominated by people-delivered services. Thus, its
results cannot be directly extended to electronic service quality contexts (Li et al., 2002). One
of the most popular model’s SERVQUAL model also cannot be considered as it has variables
like “empathy” which may not be as significant as others which are not available like security,
site aesthetics, etc. Fortunately, academic research has progressed in electronic service quality
wherein definition, dimensions and measurement have been conducted in several papers. The
researcher has identified the following dimensions of electronic service quality most appro-
priate for this study:-

a) Information availability — content is one of the most important aspects in the digi-
tal era. As there is no person to interface it is essential for the online travel agency
to provide the most relevant, descriptive, up to date and accurate information includ-
ing pictures. This information enhances the customer experience. Shankar et al. (2002)
explained the positive relationship between information availability and trust.

b) Ease of use — an online travel agency has tons of information on its website and for a
customer only some of it relevant. Hence it is critical for the website to be easy to use for
the customer to gain access to the information which she/he desires by easily navigating
and searching. McCloskey (2006) found that trust has a positive effect on the ease of use.

¢) Privacy and security — this is critical to gain the confidence of the customer. The cus-
tomer shares sensitive personal and financial information to the online travel agency
which may be misused very easily. McCole, Rmasey and Williams (2010) established
the relationship between privacy and security to trust as it creates a moderating effect
on the trust.

d) Graphic style — the online travel agency may be easy to use and content rich, but it
becomes essential for them to be presented in a way which the customer enjoys and
finds attractive. Hsu S.H. (2008) showed that graphic style being one of the parameters
of electronic service quality which in turn has a positive relationship with trust.

e) Fulfillment — the goal of any online travel agency is to encourage the customer to make
a transaction on its website. Once the expected transaction takes place, it is essential
that the customer receives their expected itinerary with accurate information along
with the hotel/airline honoring the booking. It is essential that the online travel agen-
cy also has a robust support team which assists the customer as required and honors
all expectations of the customer. Urban, Amyx and Lorenzon (2009) found order fulfil-
ment was an important attribute that would foster trust on the website.

After completely understanding of the dimensions of electronic service quality the
researcher proposed the model in figure 3. The hypotheses are as follows:
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H,: There is a positive relationship between information availability to trust being offered by
the online travel agencies.

H,: There is a positive relationship between fulfillment to perceived value being offered by the
online travel agencies.

H,: There is a positive relationship between ease of use to trust being offered by the online
travel agencies.

H,: There is a positive relationship between privacy and security to trust being offered by the
online travel agencies.

H_: There is a positive relationship between graphic style to trust being offered by the online
travel agencies.

Hg: There is a positive relationship between trust to perceived value being offered by the
online travel agencies.

Information
Availability

Privacy and
Security
Graphic Style

Methodology

Perceived
Value

Figure 3. Proposed Model

Sample Size

To determine the sample size the researcher used the widely acceptable — confidence level
approach (Israel, 1992). By the end of the year 2016, the internet users in India are expected to
reach 330,000,000 out of which 38% users visit travel sites every month (Aranca, 2015). Hence
the population size to be considered for the confidence level approach is 125,400,000 who are
going to visit online travel agencies. The researcher was comfortable with 95% confidence level
with a margin of error of plus or minus five (also known as confidence interval). Based on this
desired level of accuracy the sample size is determined to be 384.

Sampling Approach

There are hundreds of online travel agencies in India, and each online travel agency has its unique
customer interaction channels like the desktop website, mobile website and mobile app. The
online travel agency leaders based on market share are the Indian online travel agencies Make-
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MyTrip (47%), Yatra (20%) and Cleartrip (20%), which means that these three players hold an
impressive 87% market share (Aranca, 2015). With a market share such as this, these three play-
ers would be ideal representatives of the online travel agencies in India. The researcher adopted a
purposive sampling approach wherein three criteria were required for the participant to qualify
for research. These were that the participant was an Indian and residing in India, the participant
was 18 years and above, and the participant has used either MakeMyTTrip or Yatra or Cleartrip in
2016. An online survey invitation was sent through email, SMS and WhatsApp through which a
total of 733 people responded out of which 384 qualified and completed the survey.
The demographic characteristics of the 384-completed survey is as follows:
« Gender: 65.1% male and 34.9% female.
o Age: 0.9% below 18 years, 41.7% 18 to 25 years, 42.2% 26 to 35 years, 8.9% 36 to 45 years,
3.7% 46 to 55 years, 2.6% 56 to 65 years and 0% 65 and above years.
» Marital status: 49.9% married, 49.2% single, 0.9% divorced and 0% widower.
» Education level: 2.5% up to class 10th, 14.8% up to class 12th, 50.3% up to bachelor degree,
25.4% up to master degree and 6.9% doctorate.
+ Monthlysalary: 16.9% up to INR 25000, 24.5% INR 25001-50000, 25.6% INR 50001-75000,
15.5% INR 75001-100000, 11.5% INR 100001-150000 and 6% INR 150001 and above.

Scale and Questionnaire

The scale used to measure the variables in the questionnaire in Table 1 will range from (1) to
(5). The questionnaire is based on questions in the e-CSI model which were adjusted to make
it applicable to this survey and the Indian context.

Table 1. Questionnaire

Do you think the online travel agency is providing relevant information?

Information Availability
Is the information being provided by the online travel agency up-to-date?

Do you always receive your confirmed itinerary on-time?

Do you always receive the confirmed itinerary with the correct details?

Fulfillment
Are you satisfied with the speed of responsiveness of the online travel agency?

Is the return and refund process smooth?

Are you satisfied with the performance of customer service?

Ease of Use Does the online travel agency give you a logical layout of product list?

Are you satisfied with the online travel agency's search filters?

Do you think the online travel agency will properly use of personal information?

Privacy & Securit
Y Y Do you think the online travel agency maintains confidentiality of your information?

Do you find the online travel agency's website attractive?

Graphic Style
Do you find the online travel agency's appearance to be professional?

Do you think the online travel agency cares about customers?

Trust
Do you think the online travel agency is trustworthy?

Given the quality, how would you rate the price paid?

Perceived value

Given the price you paid, how would you rate the quality?

*Source: Compiled by Author
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Results

Reliability of data collected

When using Likert-type scales, it is imperative to calculate and report Cronbach’s alpha coeffi-
cient for internal consistency reliability for any scales or subscales one may be using. The anal-
ysis of the data then must use these summated scales or subscales and not individual items
(Allen, Seaman, 2007).

For this dataset, the Cronbach’s alpha is 0.908 which is reliable and good based on the
thumb rule (George, Mallery, 2003).

The proposed model consists of the measurement model and the structural model. The meas-
urement model helps us estimate the loading values of the observed variables to investigate
how well each observed variable represents the latent variable and the structural model, on the
other hand, estimates the path coefficients of the latent variables and shows the causal rela-
tionship between the latent variables.

Table 2. Loading values of each observed variable

Latent Variable | Variable Loading Values
Information Do you think the online travel agency is providing relevant information? 1.26
Availability Is the information being provided by the online travel agency up-to-date? 1
Do you always receive your confirmed itinerary on-time? 0.82
Do you always receive the confirmed itinerary with the correct details? 0.84
Fulfillment
Are you satisfied with the speed of responsiveness of the online travel agency? 0.95
Is the return and refund process smooth? 1
Are you satisfied with the performance of customer service? 1.01
Ease of Use Does the online travel agency give you a logical layout of product list? 1.39
Are you satisfied with the online travel agency’s search filters? 1
or N Do you think the online travel agency will properly use of personal information? 0.9
rivac
Securi)t/y Do you think the online travel agency maintains confidentiality of your ]
information?
. Do you find the online travel agency's website attractive? 0.93
Graphic Style - -
Do you find the online travel agency’s appearance to be professional? 1
T Do you think the online travel agency cares about customers? 0.67
rust
Do you think the online travel agency is trustworthy? 0.6
Given the quality, how would you rate the price paid? 0.77
Perceived value -
Given the price you paid, how would you rate the quality? 0.62

*Source: Compiled by Author

The model has chi-square value = 1182.046, df = 115, CFI = 0.55 and RMSEA = 0.156. All the
values fall within an acceptable range (Byrne, 2010) indicating that data collected is model fit.
In the analysis of the structural model, all the six hypotheses are accepted.
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Information
Availability

Privacy and
Security
Graphic Style

H,: The regression weight from information availability to trust being offered by the online
travel agencies is 0.22 is consistent with the positive relationship as previously hypothe-
sized.

H,: The regression weight from fulfillment to trust being offered by the online travel agencies
is 0.24 is consistent with the positive relationship as previously hypothesized.

H,: The regression weight from the ease of use to trust being offered by the online travel agen-
cies is 0.07 is consistent with the positive relationship as previously hypothesized.

H,: The regression weight from privacy and security to trust being offered by the online trav-
el agencies is 0.24 is consistent with the positive relationship as previously hypothesized.

H_: The regression weight from graphic style to trust being offered by the online travel agen-
cies is 0.16 is consistent with the positive relationship as previously hypothesized.

H,: The regression weight from the trust to perceived value being offered by the online travel
agencies is 1.04 is consistent with the positive relationship as previously hypothesized.

Perceived
Value

Figure 4. The relationship between the latent variables

Conclusion

Trust is the key to success for any business especially in this digital era where the human inter-
action is negligible. The online travel agency needs to accomplish the difficult task of making
every customer feel confident and secure enough so that they execute a transaction on their
website. Naturally, every online travel agency, as well as new entrants, are continuously trying
to improve their processes to gain the trust of the existing and potential customers through
various strategies. It is common knowledge amongst the industry stakeholders that the key to
success for online travel agencies is to provide the customers with a seamless and satisfactory
experience. Every customer has their set of expectations from online travel agencies hence the
online travel market is crowded as you have new entrants trying to capture niche markets by
offering unique experiences to customers.

The online travel agencies have low margins, and there is cut throat competition amongst
them. For them to survive and flourish in this challenging competitive environment, it is crit-
ical for them to excel in all dimensions of electronic service quality.
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It is proven from the proposed model that trust has a very positive impact on perceived
value. The online travel agencies have limited resources and the business owners, and their
managers would like to focus on the dimensions which have the maximum impact on trust.
Based on the results the fulfillment of the transaction and privacy and security are the most
important dimensions for the Indian customers. Although the online travel agencies need
to focus on all dimensions to increase their trust and perceived value, focusing on these two
dimensions of fulfillment and privacy and security will help improve the customer’s confi-
dence in their website more than the other dimensions.

The research focuses on the impact of the dimensions of electronic service quality on trust
and the impact of trust on perceived value for the online travel agencies in India. The research-
er hopes that the finding will help the existing online travel agencies and future entrants to
have an in-depth understanding of electronic service quality and which dimensions they
should focus on more. It will help to improve their business operations and investment focus,
which in turn will lead to greater trust and perceived value.

The research will provide a basis for similar studies across other online businesses in India.
Additionally, it will allow future researchers to build a more in-depth understanding of these
dimensions. Researchers may explore further to know how these dimensions correlate to each
other as well as how the regression weight changes (impact) when one dimension outperforms
the other.

The findings are considered high on validity though there are certain inherent limitations
to the research work carried out. The research has the limitation of time and resource as the
topic is quite extensive. As the research has been carried out only through online survey meth-
od the scope of open-ended answers and other facets of the research may have got negated.
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