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A heightened interest for air travel presents new challenges
and opportunities for India’s travel distribution suppliers.

By Emmanuel Phillips | Ascend Contributor

he travel industry in India is growing at
('Iban incredible rate, making it necessary

for airlines, travel agencies, railways and
other travel-related companies to leverage
technology, adopt new business models and
simply work smarter. And it's no different for
distribution providers.

The increase of disposable income, uti-
lization of the Internet and discounted airfares
has given a boost to customers’ willingness
to travel. And global distribution systems are
utilized to ensure customers have immediate
access to updated information, last-minute
availability and immediate confirmation.

Travel distribution in India is still pre-
dominantly performed through travel agencies,
which account for nearly 90 percent of the
country's travel sales, and they remain the
primary point of access to customers. Travel
agents, who rely on GDSs, continually concen-
trate on their bottom line and are increasingly
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becoming aware of the fact that technology
provided by computer reservations systems
has to be the frontrunner if they are going to
successfully control costs.

India’s travel business is expanding at
a rate of 20 percent to 25 percent year over
year, and all major GDS players are distribut-
ing their systems in India. Today, Amadeus
holds 49 percent of the market, Galileo holds
37 percent and Abacus (a partner with Sabre
Travel Network™) holds 14 percent. And with
the recent entrance of Worldspan, combined
with a rapidly changing environment, airline
distribution is anyone’s game.

Most business transactions will occur via
the Internet in the near future, and GDSs will
continue evolving to meet the needs of tomor-
row's travelers. Electronic tourism has quickly
gained a foothold in the Indian market, with
an estimated 25 percent of travel sales being
conducted through the Internet as of January
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2005. According to industry analysts, this figure
will increase to 50 percent to 60 percent in the
next five years. Electronic ticketing makes up
the majority of the country’s Internet sales and

online hotel bookings are quickly rising. Online
bookings are gaining momentum in India, as 133 2.9 12.9 6.9 39.0 5.5
is evident from the recent announcement by
Delta Air Lines that it has chosen India as its 14.0 54 14.0 8.8 42.0 7.7
first Asian market to introduce online bookings.
Internet usage has reached whopping 13.6 27 13.2 5.9 40.0 4.9
proportions in India, and projections call for a
54 percent gr(_)wth during the next year. Travel 148 88 145 96 437 9.4
portals are being launched at regular intervals.
The online travel distribution market in India
accounts for nearly 1.5 percent of the total 16.7 12.3 16.0 10.9 48.7 11.4
travel market and is expected to grow to 10
percent in the next five years. 19.5 17.0 20.1 25.0 59.6 22.3
The GDS channel, though still strong,

faces several challengers as content provid-
ers look to alternative distribution methods.
The hospitality industry is increasingly looking
toward online travel intermediaries in place of
GDSs. In India, the rapid expansion of low-cost
carriers is causing a clash of view with tradi-
tional airlines. Traditional carriers are operating
through traditional GDSs while LCCs have
moved to Internet-based models.

However, the traditional GDS model is
still relevant in India. Airlines continue to pay
commissions to travel agents, and recently,
Kingfisher Airlines, one of the country’s new-
est carriers, introduced a 10 percent commis-
sion per sale to travel agents and will distribute
its inventory through GDSs.

One of the fastest-growing segments
in India is travel insurance, and most of the
insurance suppliers distribute their products
through GDSs using their own Web sites.
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India has experienced significant growth in passenger traffic year over year, with an
exceptional boost occurring between 2003 and 2005.

Source: Ministry of Civil Aviation

Rich product offerings and unique fea-
tures aimed at meeting diverse customer
requirements has led to an increase in the
number of travel insurance players aggres-
sively promoting overseas travel.

Last year was an extremely healthy
one for travel in India, and the biggest ben-
eficiary of this unprecedented growth was
the Indian consumer. The country’s middle
class and rapidly increasing domestic tourism
segment is spurring growth in its high-end
travel segment.

The years ahead will bring new chal-
lenges for distribution systems in India. This
year, distribution companies will focus on mak-

ing themselves more relevant to all sectors in
the tourism industry — airlines, travel agents
and other service providers. Going forward,
every distribution channel will have to provide
innovative offerings with cutting-edge technol-
ogy that will provide products that will bring
value to their customers. ¥
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Number of Value* g
Airline Year founded | planes ordered (in billions) é
1953 68 US$8.1 %
1953 43 US$2.2 g
1993 50 US$9.1
2003 62 Us$2.6
2005 50 US$3.3
2005 78 US$6.0
2005 5 Us$0.14
2005 20 UsS$1.3

Airlines from India are on an aircraft buying spree.

India’s travel industry is rapidly moving toward electronic
tourism, with an estimated 25 percent of travel in India being
*Includes options and plans as well as list and declared prices. sold via the Internet.

Source: Bloomberg




