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About this research
The research featured in Travel Consumer 2015 is based on a consumer survey carried out by the British Travel Awards, who has been registering
public opinion on the performance of UK travel businesses since 2008. Deloitte LLP is the scrutineer for the results of the annual vote.

In addition to the voting form, 40,509 respondents aged 16+ completed Travel Vision, an additional survey of 34 questions conducted between
1 July 2014 and 30 September 2014. The sample of respondents is not nationally representative, but represents a broad socioeconomic
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Foreword

Welcome to this Deloitte LLP report on the travel consumer in 2015. In this report,
we look at how digital has disrupted the consumer path to purchase and what travel
businesses can do to adapt to this change.

The digital revolution has changed the way consumers shop for travel products
and interact with brands. The product choice and information available online have
empowered consumers and travel has changed from a seller’s to a buyer’s market.

Consumers have also been empowered by the influence and reach provided by
review websites and social media. Consumers are more influential than ever and every
consumer is a potential ‘evangelist’ or critic.

Digital has also fragmented the consumer path to purchase, and made it difficult for
businesses to track consumer activity across devices and within mobile apps. This
means businesses could be less equipped to use consumer data and insight to inform
business strategy and meet consumer expectations.

Companies need to review their business model to ensure that the consumer
perspective is at the heart of every business decision. We also explore how travel
businesses can capitalise on the growth of consumer reviews and social media by
using word-of-mouth marketing to drive down customer acquisition costs. Finally,
the report considers the importance of capturing consumer data and what travel
businesses can do better to track consumer activity across different channels and
devices.

We hope this report gives you the insight and data you need to enhance your

understanding of the changing consumer landscape for the UK travel industry, and
welcome your feedback.

A FrAbard

e
Graham Pickett Alistair Pritchard
Global Lead Partner, Travel & Aviation UK Lead Partner, Travel
UK Lead Partner, Travel, Hospitality & Deloitte LLP
Leisure

Deloitte LLP
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Executive summary

The digital revolution has democratised the way
consumers shop for travel. To better understand this
change, Deloitte worked with the British Travel Awards
(BTA) to survey over 40,000 respondents about their
travel activities.

Consumers have been empowered by access to a wider
range of products as well as an increasing number of
tools that allow them to search and compare thousands
of flights and hotels in an instant. Deloitte research
shows that 59 per cent of holidaymakers say they
compare prices online. The popularity of these sites is
expected to increase, with the comparison site market
forecast to expand by a compound annual growth rate
of more than 40 per cent between 2014 and 2017

Consumers have also been empowered by having
more opportunities to share experiences and influence
others. Deloitte research shows that 42 per cent of
holidaymakers used review websites when planning
their last holiday. Not only is usage increasing, but
reviews are becoming more important as 59 per cent
say these sites have the most influence on their
booking decisions.

As consumers move from consuming content to creating
it by writing reviews, their power and influence will
continue to increase. Activity levels are already high as
Deloitte research shows that a third of holidaymakers
have posted a travel-related review on a review website
and 16 per cent have posted or discussed holiday
experiences on social media. As a result, consumers are
more influential than ever and travel businesses run the
risk of losing control over their reputation.

At the same time, travel businesses need to adapt to the
fragmentation of the digital channel. Deloitte research
shows that a third of holidaymakers used two or more
devices when researching their most recent holiday,

and only 17 per cent of holidaymakers who carried out
research on their smartphone also used the device

to book.

One of the challenges for businesses is how to track
consumer activity across devices and within mobile
apps. A consumer that abandons an online basket in
their tablet app and then books using their laptop can
appear as two separate consumers. This has had a
negative impact on sales conversion rates.

Some 81 per cent of travel business shopping baskets
are abandoned, compared to 68 per cent across other
types of online retail.? Fragmentation across devices has
also made it difficult for businesses to identify and learn
more about their consumers. As a result, businesses
could be less able to understand and meet consumer
expectations.

The digital revolution and subsequent changes

in consumer behaviour have transformed travel

from a seller’s to a buyer’s market. To adapt to this
change, travel businesses need to undergo their own
transformation from a product-centric to a consumer-
centric model and put the consumer perspective at the
heart of every business decision.

To keep pace with changing consumer behaviour,
businesses need to:

—

. consider the consumer perspective in every business
decision

2. offer a more personal user experience to differentiate
and encourage consumers to look beyond metrics

3. create a recommendation culture. Word-of-mouth
marketing is comparatively low cost and self-
perpetuating and can help to reduce customer
acquisition costs

4. introduce an integrated experience across channels
and devices

5. offer incentives to encourage users to sign in on every

platform to track consumer activity across devices

and within apps. The act of signing in needs to offer

benefits at every stage and not just at the point

of transaction.
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The evolution of the consumer ‘journey’

Businesses need to adapt their operations to keep pace
with changing consumer behaviour.

Digitally-led disruption

In the past, the consumer path to purchase was linear
and would transition from research to transaction

to experience. Consumer decisions were primarily
influenced by the travel industry, either through
advertising or sales staff, and were restricted by a
limited access to and selection of products. Comparing
these products was time-consuming and people

could only refer to friends and family for personal
recommendations.

The digital revolution has changed the way consumers
shop for travel products. The internet is the primary
method of research, and search engines allow
consumers to start holiday research with just the
fragment of an idea, before refining it through further
inspiration. Deloitte research shows that nine in ten
holidaymakers carried out research before booking their
last holiday (see Figure 7), and two-thirds researched
destinations online (see Figure 2).

The industry plays a less influential role than it used to,
and consumers are more likely to be influenced by each
other than by content created by travel businesses

(see Figure 5).

Consumers also have an increasing number of touch
points through which they can engage with travel
businesses. This has fragmented the consumer journey
across online and offline channels, and across multiple
devices. Fragmentation has been accelerated by an
increased use of smartphones and tablets, as these
devices offer multiple mobile apps alongside web
browsing.

Consumers are also better equipped to compare
products than ever before and the use of price
comparison sites is high. Deloitte research shows that
59 per cent of holidaymakers say they compare prices
online (see Figure 2). These comparison sites have
increased competition and made it harder for travel
businesses to earn and maintain customer loyalty.

The consumer journey no longer ends with the
experience of the product. Consumers use social

media and review websites to share their opinions

and influence others both before, during and after

their holiday. Deloitte research shows that a third of
holidaymakers have posted a travel-related review
online and 16 per cent have posted or discussed holiday
experiences on social media (see Figure 6).

This additional stage has changed the consumer journey
from a linear path to a cycle, where each consumer’s
experience feeds into another consumer’s decision
process (see Figure 1).

Keeping pace

The disrupted path to purchase has been more of a
steady evolution than a revolution, but travel businesses
have been slow to adapt to changing consumer habits.

These changes to the path to purchase can be grouped
into three digital trends:

1. the rise of a better informed, empowered consumer

2. the growing role of consumer reviews and social
media in the decision-making process

3. the use of multiple channels and devices.

This report will explore each of these trends in turn, and
provide insight into the behaviour of the travel consumer
in 2015 and beyond.

Other consumer industries face the same issues.
However, the challenge is magnified for the travel
industry. The high value of holiday products, flights
and hotels continues to dissuade consumers from
making the final purchase through their smartphone
or tablet, increasing the use of multiple channels and
platforms. Shopping cart abandonment rates are also
higher for the travel industry than the wider retail
market.? Deloitte research shows that consumers are
more likely to use a comparison site when shopping
for flights and accommodation, than when shopping
for other products. They are also more likely to look for
information on social media sites when purchasing a
package holiday.*

The consumer journey has
changed from a linear path to
a cycle, where each consumer’s
experience feeds into another
consumer’s decision process.
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Figure 1. The disrupted path to purchase
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The empowered consumer

Travel has become a buyer’s market, and businesses need
to review how to engage differently with consumers.

The great equaliser

Consumers have been empowered by the product
choice and information available online, and as a result
travel has evolved from a seller’s to a buyer’s market.

Travel comparison sites have been instrumental in
empowering consumers. Deloitte research shows that
usage in the UK is high (see Figure 2), and these sites
have enjoyed rapid growth. For example, hotel search
site Trivago and travel search site Skyscanner reported
year-on-year revenue increases of 68 per cent and 42
per cent, respectively, in 2014.>6 Growth in the travel
comparison site market is expected to continue: a study
by Momondo projects the market will expand by a
compound annual growth rate in excess of 40 per cent
between 2014 and 2017”7

This growth will be driven by innovations that add to
the functionality of these sites. In March 2015, Google
signed an agreement with Routehappy to display
information on legroom and the availability of inflight
Wi-Fi, power sockets and video-streaming within its
Google Flights tool. Comparison site Kayak has also
innovated by adding a tool available to consumers that

can forecast whether an airfare is likely to go up or down.

The growth of comparison sites demonstrates the
endurance of recessionary, deal-hunting consumer
behaviours. Consumer confidence and real wages
have improved, but the desire to find the best deal has

become ingrained in the mindset of the travel consumer.

The growth of comparison sites
demonstrates the endurance

of recessionary, deal-hunting
consumer behaviours.

Figure 2. Online activities carried out when planning a holiday

Researching destinations

72%

Comparing prices

59%

Searching for feedback &
comments by other people on 469%
holiday companies or travel agents

Booking the holiday
or elements of the holiday

44%

Researching options for holiday
companies or travel agents

31%

Buying other services or products
related to your holidays

17%

I dont use the internet
for holiday planning I 1%

Don't know/Not applicable I 2%

Source: Deloitte analysis of BTA Travel Vision data, July-September 2014
Base: UK holidaymakers 16+ (n=27,146)

Figure 3. Reasons for choosing to book with a particular
travel company
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47%

38%

Reputation
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32%

Level of customer service

22%

Promotion or special offer

18%

Information or recommendation
from other people

15%

None of these I 3%

4%
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Source: Deloitte analysis of BTA Travel Vision data, July-September 2014
Base: UK holidaymakers 16+ (n=26,204)
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The commoditisation trap

The high use of price comparison sites means consumer
decisions are being influenced by metrics such as price,
star ratings and consumer review scores, and Deloitte
research shows that price is the primary driver in the
decision-making process (see Figure 3). This does not
always mean the lowest price, and instead suggests
consumers are using a number of metrics to evaluate
value for money.

The research also shows that these sites are having

a direct impact on the value of brand equity.
Holidaymakers who booked their last trip using a price
comparison site are the least likely to be influenced by

a company'’s reputation and are 30 per cent more likely
than average to base decisions on price. These sites have
increased price competition and travel products are at
risk of becoming commoditised.

However, the use of comparison sites and their impact
on customer loyalty does differ by consumer age profile.
Deloitte research shows that holidaymakers aged 65+
are the least likely to be motivated by price or use
comparison websites. Instead, past experience and

a business’s reputation have the most influence over
holiday decisions of the over-65s.

As a result, travel products targeting the over-

655 are better positioned to avoid the threat of
commoditisation. However, other travel businesses
should continue to differentiate their position in the
market, encourage loyalty and maintain brand equity.

Redefining relationships

In redefining their relationship with consumers,
businesses should encourage them to look beyond
metrics such as price and star ratings and instead base
their decisions on brand reputation and positioning.

Travel businesses should evolve from a product-
centric to a consumer-centric model that considers the
consumer perspective in every business decision.

To do this, businesses need to capture and analyse
consumer data to inform business strategy and meet
consumer expectations. Businesses can also improve
consumer trust and build deeper relationships through
two-way conversations.

Offering a more personal experience can also help
businesses differentiate themselves in the marketplace.
While personalisation is a growing trend across the wider
consumer goods and services industry, travel businesses
can also use consumer data to offer personalised loyalty
incentives. This can also help businesses maintain the
value of loyalty schemes while cutting back on rewards
such as free flights that are less sustainable in a low
margin trading environment.

Consumer decisions are being
shaped by metrics such as price,
star ratings and consumer review
scores. Travel products are at risk
of becoming commoditised.
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Shifting sources of influence

The role of consumer reviews and social media is growing
and every consumer is a potential ‘evangelist” or critic.

The decision-making process Figure 4. Online resources used when planning a holiday
Consumers have also been empowered by having more

opportunities to share experiences and influence others. Review websites 42%
They are also more likely to be influenced by each other

than by content created by travel businesses. Deloitte Dggggg%metm 379%

research shows that review sites are the most popular
and most influential resource used when researching a
holiday (see Figure 4 and Figure 5).
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From consumers to content creators Don't know/Not applicable  [SRCL3)
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Deloitte research shows that activity levels are high.

A third of holidaymakers have posted a travel-related
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Figure 5. Most influential resources when booking a holiday
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Recommendations from friends
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Social advocacy

Businesses can adapt to increasing consumer influence
by being more open to creating a recommendation
culture. Consumers have been empowered by review
sites and social media, but businesses can also benefit
by encouraging consumers to act as their brand
evangelists.

This word-of-mouth marketing is low cost and self-
perpetuating. These attributes are key as the cost of
acquiring customers online is increasing. For example,
the Priceline Group and Expedia Inc. each increased
their advertising spending by over a third in 2014 to a
collective $4.2 billion® The majority of this spending
went on online advertising.

Deloitte research shows that holidaymakers who interact
with travel brands on social media are significantly
more likely to post reviews and experiences online. As a

result, travel businesses can encourage social advocacy

by increasing their own presence and activity on social

media. For example, businesses can improve visibility

and consumer engagement by using social media for Figure 6. Activities carried out by holidaymakers

functlons sgch as sales and customer service, rather than Researched travel or holiday o
just marketmg. related services on a mobile device 0
) ) ) . Asked for recommendations for
Of course, social advocacy is reliant on a positive holiday or travel purposes from 34%
friends and family
3

consumer experience both before, during and after a
holiday. As a result, travel businesses need to continue POSt‘*da"avec');e'aa::f/‘iga’Eg
to focus on offering quality products and customer
service. Shared travel or holiday pictures
, , . Booked travel or holidgly rslated
Social advocacy is reliant on a seces on 2 bl deice
By H Posted or talked about positive or
positive consumer experience pive ey or v
. experiences on social media sites
both before, during and after |
. Followed travel companies or 139
a h O| |d ay operators on social media 0
None of these 24%

4%

Don’t know/Not applicable

Source: Deloitte analysis of BTA Travel Vision data, July-September 2014
Base: UK holidaymakers 16+ (n=23,533)
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Multiple channels and devices
Travel businesses need to adapt to a fragmented

digital channel

The fragmented path to purchase

Consumers do most of their holiday research using the
internet, but the consumer journey is still fragmented
across online and offline channels. Deloitte research
shows that a third of consumers who visited the website
of a high street agent, and a quarter who visited a travel
company website made their final booking offline

(see Figure 8).

However, a growing and more disruptive challenge

is that of fragmentation within the digital channel,

as consumers use multiple devices through their
purchasing journey. Deloitte research shows that a
third of holidaymakers used two or more devices when
researching their most recent holiday (see Figure 10).

Fragmentation has been accelerated by the growing
popularity of using smartphones and tablets for
research, as consumers switch to their laptop or desktop
computer to make their final booking (see Figure 9).
Deloitte research shows that almost three-quarters of
holidaymakers who used a smartphone or tablet for
research also used another device (see Figure 10). Only
17 per cent of holidaymakers who carried out research
on their smartphone also used the device to book (see
Figure 9).

The disruption from smartphones and tablets is
magnified as holidaymakers could be using multiple apps
on each device, as well as standard mobile websites.

Just a fifth of holidaymakers
who carried out research on
their smartphone also used the
device to book.

Figure 7. Holiday research methods

An even mix of online
and offline sources

Not applicable

Mainly offline

Mainly online

Source: Deloitte analysis of BTA Travel Vision data, July-September 2014
Base: UK holidaymakers 16+ (n=28,087)

Figure 8. Final booking channel used, by research sources used
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comparison site
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Deals-based
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Source: Deloitte analysis of BTA Travel Vision data, July-September 2014
Base: UK holidaymakers 16+ (n=24,918)

Note: Percentages within stacked bars may not add up to 100% due to rounding.
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An incomplete map

Fragmentation has made it difficult for travel businesses
to track consumer activity across devices and within
mobile apps. This limitation means businesses could

be less equipped to use consumer data and insight

to inform business strategy and meet consumer
expectations. Without robust consumer data, businesses
might struggle to adopt a consumer-centric model or
offer differentiating features such as personalisation.

Travel businesses are also less able to measure key
performance indicators such as sales conversion rates
accurately. For example, a consumer might use a
smartphone app for research but switch to their laptop
to book. This can appear as two separate consumers,
one a successful sale and one an abandonment. As a
result, sales conversion rates are low. Some 81 per cent
of travel business shopping baskets are abandoned,
compared to 68 per cent across other types of

online retail."

This high abandonment rate could also be attributed

to the complexity of travel products compared to other
retail products. For example, a consumer might need to
progress further through the purchasing process to get
the information they need on an airfare or car rental,
compared to a product like clothes or groceries.

Fragmentation can also result in a poor user experience
for consumers. Products and services are not personalised
and search history, saved products and wish lists are also
absent when switching between devices.

Fragmentation has made it
difficult for travel businesses to
track consumer activity across
devices and within mobile apps.

Figure 9. Device used to book, by device used for research

4%

Device used
to book

. Laptop
computer

| Desktop
computer

[ Tablet

[ ] Smartphone

31%
Laptop Desktop Tablet Smartphone
computer  computer

Device used for research

Source: Deloitte analysis of BTA Travel Vision data, July-September 2014
Base: UK holidaymakers 16+ (n=24,683)

Figure 10. Use of multiple devices when planning and booking
a holiday

2%

I

22% 89%
45%
68%
62%
28%
All Mobile All Mobile
researchers bookers
Research Booking
K | P T

Source: Deloitte analysis of BTA Travel Vision data, July-September 2014
Base: UK holidaymakers 16+ (n=26,094)

Note: Percentages within stacked bars may not add up to 100% due to rounding.
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An integrated experience

Travel businesses need to adapt to fragmentation by
introducing an integrated experience across channels
and devices.

To identify and track consumer activity, travel businesses
could offer incentives that encourage users to sign in on
every device. Signing in needs to offer benefits at every
stage of the path to purchase and not just at the point
of transaction. For example, a travel business could
introduce restricted features that offer personalisation,
integration with social media or collaborative planning
with friends.

Travel businesses could also reduce device fragmentation
by embracing mobile wallets. This technology offers
additional security measures and an improved user
experience, so it could encourage consumers to
complete purchases using their smartphone or tablet.

Offline is expected to remain a key sales channel,

but needs to be integrated within a primarily digital
consumer journey. Businesses that operate on a
commission model could use consumer tracking

to reward agents for their influence, even when a
consumer makes his or her final purchase online.
Alternatively, physical stores could be repositioned as
the final point of transaction. This could allow for fewer
staff and lower overheads, but maintain a valuable
brand presence in high footfall locations.
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The key to success

Travel has changed from a seller’s to a buyer’s market
and it has never been more important for businesses to
understand consumer needs and expectations. Being
able to identify and track consumer activity across
channels and devices is an essential step for businesses
in their transition from a product-centric to a consumer-
centric model.

Understanding the consumer journey can also help
businesses to recognise and anticipate what might
cause a consumer to abandon a purchase, and develop
strategies to respond accordingly.

Consumer data is also required for personalisation.
Comparison sites have placed travel products at risk of
commoditisation, but a more personal user experience
can help businesses differentiate themselves in the
marketplace. By engaging more directly with consumers
to encourage them to look beyond metrics such as
price, star ratings and review scores, businesses can
reduce price competition and maintain margins.

Success in 2015 and beyond will be defined by
businesses’ ability to better integrate consumer data

in their business decisions, and to transform their
offering to become more personal and experiential
from the start of the customer journey. This approach
will help businesses to manage the risks of product
commoditisation as well as improve their sales
conversion rates. A successful business will also use
social advocacy to encourage further consumer loyalty
and reduce consumer acquisition costs.
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stakeholder ties or affiliations to any travel companies or travel industry publications.
Funding is raised through registration fees, event ticket receipts and the patronage of
sponsors. For more information, please visit www.britishtravelawards.com.
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