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Abstract _
The increase and retention of loyal customers has become a key factor for a
long- term success of the fravel agencies .The main emphasis in tourism
marketing has shifted from winning new customers to the retention of existing
ones. The market is highly competitive these days, customers have access to
all kinds of information including price comparisons-on line, and are less likely to
be loyal fo any given business. The purpose of this research is to gain a betier
understanding of the impact of perceived service quality and customer
satisfaction on customer loyally in the travel agencies. A fourth-part
questionnaire was developed as the instrument fo collect data, the sample of
the study consisted of customers using Egypt's travel agencies, who were
selected through the non-probability judgmental sampling technigue. A total of
' 200 questionnaires were found to be useful and data from these questionnaires
were tested through SPSS statistical software. The research outcomes reveal
that perceived service quality and customer satisfaction have a significant effect
with a regard to customer loyalty in Egyptian travel agencies.
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Introduction :
Many services industries are placing increased emphasis on managing quality
and had been based more on customer-focused notions. New approaches such
as total quality management and continues improvement programs began to be
applied by an increasing number of service industries .The fravel and tourism
industry was not to immune to this "quality revolution" which was taking place-
although it was rather late in adopting some of the principles (Graham,
2003).Structural changes such as privatization and globalization, together with
increased competition between travel agencies encouraged them to place more
- emphasis on quality as high quality services designed to meet customer needs
will create high levels of customer satisfaction. This high level of satisfaction will
lead to greatly increased customer loyalty. And increased customer loyalty is
the single most important driver of long-term- financial performance.

Defining and measuring quality service is of importance to providers of travel
agencies. This study diagnoses service quality perceptions of customers using
Egypt's travel agencies, and then links these perceptions to their satisfaction
and repurchase intentions to gain better understanding of the impact of
perceived services quality and customer satisfaction on customer loyalty. In the
wake of increasing competition, there is a need for managers to recognize the
importance of service improvements in establishing a competitive advantage
and retaining passenger loyalty and this .requires reducing or eliminating
negative influences on service quality by ensuring customers high quality rate
service. :

This study is necessary, useful, and relevant because it focuses on service
quality perceptions of Egypt's travel agencies where quality of services is a
significant strategic issue for increasing the competitiveness among the world
travel agencies and also quality is considered to be a cause of satisfaction
which will lead to greatly increased customer loyalty.

Literature Review
Quality of service and satisfaction

Service quality remains to be a very controversial issue, due to the features that
characteristics services .Those features are intangibility, inseparability and
heterogeneity. The debate regarding the differences between the concepts of
the quality of service and satisfaction has been vigorous and not entirely
conclusive (Parasuraman et al., 1994; Oliver, 1994). According to Zeithaml and
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Bitner (2000) the main difference is that quality is considered to be a cause of
satisfaction. Satisfaction is the umbrella concept and service quality refers to
the specific atiributes of the service. The service atiributes relevant to the
service quality are reliability, responsiveness, assurance, empathy and
tangibles (SERVQUAL scale). The distinctiveness of the construcis of the
perceived service quality and satisfaction is based on the antecedent factors. if
service quality is to be improved, it must be reliably assessed and measured. .

Parasuraman et al. (1985) suggest that quality can be measured as the gap
{the degree and the direction of the differences) between the customers’ service
perceptions and their expectations.

In a highly competitive travel and tourism mdustry these expectatlons and
experiences are the basis for comparing travel agencies against each other and

ultimately for deciding to what extent the experience meets the passengers

level of satisfaction.

Service quality promotes customer satisfaction, stimulates intention to return,

and encourages recommendations (Nadiri and Hussain, 2005). Satisfaction is a
state of mind that can constantly change over the encounters (Gabbott and
Hogg, 1998). The World Tourism Organization stated that customer
satisfaction is a psychological concept that involves the feeling of well-being
and pleasure that results from obtaining what one hopes for and expects from
an appealing product and /or service. (Elias et al, 2008). Therefore no one gets
the same satisfaction out of the same experience. Hesselink etal (2008)
summarized the factors affecting customer satisfaction as follows: (a)
delivering quality service; (b) customer needs; (c) customer expectations; (d)
measurement perceptions; (e) customer complaints; and () employee
satisfaction.

At a heart of any successful strategy to manage satisfaction is the ability to
make customer satisfaction surveys, as the resulis of customer satisfaction
surveys are an imporiant indicator of the health of the business, relying on
them can generate valuable information that enables a company to compare the
performance of one business unit or several business units in different time
periods and locations. They can provide leading indicators of shifts and can
provide a clear sense. of the service atiributes that individual customers most
desire.

However, customer satisfaction surveys cannot supply the breadth and depth
of information about customer needed to guide the company strategy and
product innovation process. Satisfaction surveys alone will not enable a
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company to fend off new competitors or to keep services attuned to customers'
changing needs for this reason; companies must also utilize a variety of other
methods to listen to existing, potential and former customers. There are five
major categories of approaches that travel agencies can use to listen to their
customers. Most highly successful travel agencies employ several, if not all.
Many average or poor performers either use very few or, if they use many, do a
poor job of incorporating the results into strategies. The five categories are
summarized as follows: (a) customer satisfaction indices; (b) feedback
customers' complaints; (c) frontline personnel; (d) market research; and {(e)
strategy activities.

Travel agencies are becoming increasingly aware of the need for focusing on
customer satisfaction and are starting to realize that it can be much bigger task
than expected to implement and maintain successfully. Measuring customer
satisfaction rate allows travel agencies managers to know how well the
business process is working, to know where to make changes to create
improvements and to determine if the changes led fo improvements (Busreslab,
1996).8atisfaction is thus important, a key to understanding the preferences of
_passengers. satisfaction is also considered important because satisfied
travelers typically are more likely retun and thus more beneficial for the
business(Skogoland and Siguaw, 2004).with satisfied travelers business can -
put less efforts and expenses on attracting new travelers and instead focus their
offerings on services that add value to existing travelers(Dick and Basu,1994). -
In short, customer satisfaction increases profitability, market share, and refurn
on investment (Stevens et al., 1995; Skogoland and Slguaw 2004) and is the
important key to securing customer loyalty.

Customer loyalty

Customer loyalty is the feeling of attachment fo or affection for a company's
services. These feelings manifest themselves in many forms of customer
behavior; these behavioral aspects of the customer loyalty were characterized
in terms of repurchase intentions, word-of-mouth communication and
recommendations of the organization. In fact, recently Dean (2007) defined
customer loyalty as “the degree to which a customer recommends, and
expresses a preference for future use of, a particular company”. A travel agency
‘can gain a lot of benefits from customer loyalty .These benefits are illustrated
by Nadiri et al. (2008) as follows:
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(a) The costs of serving loyal customers are less; it is clear that the costs
of serving a very regular, loyal, repeat customer in principle are lower than
those of serving any other type of repeat custorner. The key variables
driving cost is first purchase versus repeating purchase, while what
repeating purchase need is loyally.

(b) Loyal customers are fewer prices sensitive, one frequent claim of
brand-equity researches is that brand loyalty and higher prices are
positively correlated. It simply means that these people buy a brand at a

~ higher price because they perceive ii to be better, or to be more suitable
for them. What they care is the brand, not the price———this is customer
loyalty..

(c) Loyal cusiomers spenci more on the cﬂmpany" a loyal customer may
buy a new, different service from the same supplier, rather than choosing
. an alternative. Also, a loyal customer may purchase repeatedly, and use
the service again. It is the weight of purchase coming from customer
loyalty that gains more profits for the company.

(d) Loyal customers pass on positive recommendations about their
favorite brands or suppliers; this is the most vivid advertisement.
‘Words of mouth can not only help a company fo market its products, but
also help the company to build brand value.

Customer loyally is thus fundamental to business profits. When cusiomers
praise the travel agency and express preference for the agency over others, it
means that they are likely to increase the volume of their purchases (Zeithami
et al, 1996). There is overwhelming evidence in both service quality and
customer satisfaction literatures that repurchase intension is an outcome of
service quality perceptions as well as satisfaction obtained from purchase
episode (Carman, 1990; Hammoud, G., and Haggag, M., 2005; Legoherel,
1998; Smith et al., 1999; Zeithaml and Bitner, 2000).

Measures of Iayalty

Edvardsson et al. (2000) claimed ‘that onalty is a customer’s intention to keep
purchasing a service or a product from the same provider since he/she believes
he/she could not receive a better value from other providers. Funclionally loyal
customers are loyal because they have an objective reason to be. Wemer felt
_points out “cost-based brand loyalty” where brand utilities have a positive

o influence on brand choice. Functional loyalty can be created by funciional
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values using price, quality, and distribution, usage convenience of a product or
a service through different loyalty programs giving a concrete reason to prefer
certain agency. Unfortunately competitors can most easily copy functional
values. Thus, creating functional value offers a fleeting competitive advantage
functional loyalty can't be very long lasting. (Barnes , 2004).
There are altemative measurements of loyalty which we have grouped in this
study .into two major categories: repurchase intentions and word-of-mouth
(WOM) intentions. Existing literature acknowledges the |mportance of
repurchase and WOM intensions and thus uses these iwo dimensions as
consequence of service quality perceptions (for instance; Anderson, 1998;
Anderson et al., 1997; Yi, 1990).The customer satisfaction found to be direct
predictor of repurchase and WOM intentions (Cronin and Taylor, 1992).
Similarly, research shows that the higher the degree of customer satisfaction,
the greater the likelihood of repurchase and spreading positive WOM
communication (Davidow, 2003; Ekiz and Arasli, 2007). In the present study,
repurchase intention refers to the travelers’ plans to book for travel with the
travel agency in their next vacation. On the other hand, WOM also received
considerable research attention.
Kau and Loh (2006) delineated WOM as “. . . the informal communication
between consumers about the characteristics of a business or a product’.
Schiffman and Kanuk (2004) argued that WOM communications tend io be
highly persuasive and extremely effective in nature; thus companies need to
understand factors creating WOM intention and to invest heavily in creating a
positive one. '
improving customer loyalty
Customer loyalty can always be improved, and the bottom line impact can be
considerable. iImproving customer loyalty is not a short term fix, but hard work,
good strategic planning and implementation backed by the whole travel agency
will pay off in the longer term (Nadiri et al. 2008): « In the first instance, Travel
agency staff, should focus on ensuring that the customer gets the best
experience every time with the travel agency - this create the lasting impression
and can create - the loyalty required of the travelers.
» Secondly, The travel agency’s challenge is to focus on those key travelers
which can be and that are proﬁtable for the travel agency and design its product
accordingly. . ,
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* Thirdly, The travel agency needs to build direct customer relations via a
range of initiatives designed to improve brand recognition and loyalty, such as;
evenis, online activities, media, public relation relevant fo iis key audience.
 Fourthly, and the most challenging issue is to ensure the whole organization
is bought into the travel agency's customer management concept and vision.

Finally, Service quality, satisfaction and loyalty are stronhgly linked to one
another - it is their combination that can influence the travelers to make their
final loyalty decision o book or not to book’ a vacation with a certain agency.

Research. Hypotheses and Study Objective ~

The objective of this study is to investigate the main factors aﬁectmg the
formation of customer loyalty in Egypt's travel agencies. In addition, this paper
also seeks 1o identify the effects of perceived service quality on the creation of
customer satisfaction and examine the relationship beiween customer
satisfaction and customer loyalty.

Background to the study and hypothesis development

In consumer and marketing research, there is a long fradition of using
hypotheses to understand the relationships between dependent and
independent variables (Ehigie, 2006). Based on the objective of this study, the
researcher developed two hypotheses to support the research. They are testing
the relationships between customer loyalty and the fwo variables selected for
this study (perceived service quality and customer satisfaction):

H1: There is no relationship between perceived service quality and customer
loyalty.

H2: There is no relalionship bstween customer satisfaction and customer
loyalty.

Research Methodology

The sample of the study consists of customers using Egypt's travel agencies
with non-probability judgmental sampling techniques Judd et al., (1991) define
judgmental sampling or purposive sampling. as “picking” cases that are judged
o be typical of the population in which we are interested, assuming that errors
of judgment in the selection will fend to counierbalance one ancther. A total of
300 questionnaires were distributed to fravel agencies ftravelers and
respondents “were reqguested to fil out these questionnaires in a self-
administered manner. Of these, 210 guestionnaires were returned. In all, 200
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questionnaires were found to be useful, which represents a 66.6 per cent
response rate from the original sample of 300. .
A fourth-part questionnaire was developed as the instrument to collect data, the
first part deals with the respondents' demographic characteristics and with
personal information on them, the second part measure the first factor affecting
customer loyalty considered in this study, perceived service quality. There were -
12-items in all for measuring service quality perceptions: 3-tems for travel
agency reliability, 3-items for website customization, and 4-items for personnel,
and 2-tems for image. Part three measures the second factor affecting
customer loyalty considered in this study , customer satisfaction using five-paint:
Likert scale, ranging from completely satisfied (1) fo completely dissatisfied (5).
And the fourth part consists of 4- items which measure the customer loyalty, 2-
items for repurchase intention (RI) and 2-tems for word-of-mouth
communication (WOM). : ) C
‘Results and Conclusion
- The majority of the targets respondents of the present study were males,
who account for 140 of the 200 respondents (70 %). Aged between 30
and 50, fell into a medium income bracket and have employee-level jobs.
Most of the respondents were from Egypt (150 of them).The highest
percentages with regard to each demographic factor are summarized in

Table 1 below.
Table 1: Summary of Demographics Highest Percentages

Customer | Highest Percentage
profile Variable , Percentage
4 (%)
Gender Male 70
Age : Between30- |77.5°
50
Income - Medium - 75
Employee Employee | 67.3
category ‘ )
Nationality Egyptian . 75

Source: created by the author for this study.
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Respondents were asked fo rate each of the service quality perceptions
on a scale with value from 1 o 3 with 1 meaning strong and 3-low. Within
this range the most strong travel agency service perceptions was
associated with " the information provided is up to date (80% of the
respondents) followed by the" relying on the information on the website "
and "product information on the website is accurate” selected by 76.5 %
and 65% respectively.

Accordmg to respondents, this item” The site helps to find exactly what |
wants' iand "The site is easy to customize" are considered the mdst
strong iwebsite customization selected by (selected by 80%and 70%
respectively) on the other hand " the site makes it easy fo get in touch
with the travel agency” gets low rating. Therefore ,customization play an
imporiant role, epically for pre-transaction .For customers to make the
decision to book a vacation on a certain travel website depends on all
services being accessible through fast and rellable links and the
presence of an easy to use such engine.

The personnel service perceptions got relatively low ratings (as shown in
Table2) regarding "employees' general attitude”, "employees’ experience
and level of education are adequaie” and "employees have the
knowledge to answer your questions” .on the other hand, the "whether
the personnel show personnel care equally to everyone" is considered to
be the most strong personnel service perceptions. Therefore, travel
agencies needs o take actual steps towards improving employees in
order to better understand and serve customers and thus, to be in a
better comnpetitive situation.

According to respondents, their travel agency has a strong image (95%
of the respondents) and they indicate that there is a strong consistence
of prices with given service (90% 0f the respondents.)
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Table 2: Service quality percepﬁoné : ,
moderate

The mformatlon provuded is up to date 160(80%) 27(13.5%) | 13(6.5%)

Product information (travel description) on the | 153(76.5%) | 22(11%) 25(12.5%)

web site is accurate
ing on the information on the web site 130(65% 50(25% 20(10%)

B o rein S
The site makes it easy ta get in touch with the | 27(13.5) 13(6.5%) - | 160(80%)
travel agency
The snte helps to find exactly what | want 160 (80%) 22(11%) 18(9%)

0, 190 L/
Employees’ general attitude 20(10%) 60(30%) 120(60%)
Employees’ experience and -education level | 40(20%) 50(25%) 110(55%)
are adequate

Whether personnel show personnel care | 148(74%) 32(168%) 20(10%)
equally to everyone
Employees have the knowledge fo answer 40(20%) S54(27%}) 106(53%)
r questions

o ( '
Image of the fravel agency 190(95%) 6(3%) 4(2%)
Source: created by the author for this study

- The majority (80%) of the respondents were completely satisfied with the
quality of service of the travel agency. It is clear that different satisfaction
levels reflect different issues and therefore, require different actions. The
high levels of satisfaction among the respondents are a good indicator of
the level of quality of the services they are receiving from the agency.
One of the respondents comment saying: "as saftisfaction goes up, so
does loyalty”.

Table (3): Customer Satisfaction Levels

Completely satisfied 160 80 %
Satisfied 28 14 %
Neutral 8 4%
Dissatisfied 4 2%
Completely dissatisfied . ) 1 1%

Source: created by the authsrf 7 this study
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‘Regarding the repurchase and word of mouth intentions, the respondents
agreed to consider a cerfain travel agency as the first choice for booking a
vacation aé well as to make use of the website to skarch for travel
|v‘n‘c:»rnr‘i.f-;vhon1 in the next few years (80% of the respondents). In considering
the reasons for their choice of a certain agency, service quahty was chosen
as the reason by the majority (76%) of respondents with| convenience of
prices and services of the website also selected byJ 14% and12%
respectively. Additionally, the respondents (84%) were alsés in favor o say
positive things about the travel agency o other people whom seek their
advice as well as (85%) of the respondents recommended it to their family
and friends. It is well observed that completely satisfied travelers are-io a
surprising degree much more loyal than satisfied travelers.

Table (4): Customer Loyally Measures

! consider this travel agency my first choice to | 160(80%) 40(20%)
book for travel

In the fuiure | will certainly make use the | 160(80%) 40(20%)
_website to search for travel information in the ’ '
next few ears

jm' ‘ . h‘:\ g
| say posmve thlngs about this travel agency o | 168(84%) 32(116%)
other people
I recommend this travel agency to my Tamily | 170(85%) 30(15%)
and friends

Source: created by the author for this study.

The data was analyzed using siatistical package of social science (SPSS5).to
test the two hypotheses .The hypothesis testing shows that the null
hypotheses one and two were rejected, confirming that perceived service
guality and customer satisfaction have a significant effect with regard to
creating customer loyalty to travel agencies. This result is consistent with the
findings of Ehigie (2006), Licata and Chakraborty (2009); and Matos et al,,
(2009).Hypothesis testing is summarized in Table 5.
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sérvice quality and customer loyalty.

Table 5: Summary of Hypothesis Testing
Nuli Hypotheses Statements Sig. level | Resulis
H1: There is no-relationship beiween perceived | 0.00 Rejected H1

H2: There is no relationship between customer 0.00 Rejected H2
satisfaction and customer loyalty. -

Source: created by the author for this study

Recommendations
Based on the research findings and results, several recommendations can be
suggested:

In terms of human resources (HR), Travel agencies management must
train frontline employee to listen effectively and {o make the first
attempts at amends when customers have bad experiences. All
employees-not just those with front line jobs —spend a significant amount
of time interacting in-depth with customers.

Travel agencies management should also concenirate on recruiting and
training employees with good communication skills and retaining the
good ones to compete against other agencies. This is necessary to keep
customers satisfy and thus create positive word of mouth to attract more
new customers. Employees’ knowledge should also be enhanced so that
they can better deal with customers when the latter report problems to
them.

Travel agencies management should focus on improving some of the
tangibles elements of service quality, such as the appearance of the
physical facilities and materials and equipment used to facilitate service
o cusiomers. _

In addition, Travel agencies need to invest more on service quality that
has significant relationship with customer satisfaction which leads to
create customer loyalty in future. In other words, the researcher can
mention that customer satisfaction is still a strong predictor of customer
loyalty in this study.

Moreover, Travel agencies should update their online service facnimes o
be successful, key factor is to keep the online service. quality at high.
level and maintain this level. Failures will regult in service dissatisfaction.
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Travel agencies must closely monitor customer characteristics fo
accurately target desirable customers, considering not merely
demographics but also consumption behaviors, preferences, etc. Travel
agencies, thus should effectively obtain loyal traveler decision
information, including personal information, consumption behavior, and
perceived service quality in order to retain traveler loyalty.

It is incredibly important for travel agency to be able io understand its
customer behavior and loyalty potential in order to sustain customer
growth and potential for increased profitability. The more the travel
agency knows about its-customer segments and how to manage and
market to them effectively, the more po’tenhal the travel agency will have
for génerating revenue.

in order fo better satisfy their customers, travel agencies can share
customer information more efficiently among their cusiomer service

- departments, reservations depariments - and loyalty programs.

Regardless of the channel through which customers communicate with
travel agencies- the Internet, telephone, e-mail, postal mail or face fo
face-travel agencies will maintain a consistent and accurate dialog with
its customers, having on hand an understanding of customers' profiles.
Travel agencies managers should maintain a loyal customer base
through: (a) providing consistent and high quality customer service,
especially in a society in which people are finding it harder to find decent
customer service;(b) offering loyalty rewards, customers love 1o be
rewarded for giving their business fo an agency ; (c) seeking customer
input, by taking to flndmg out how to improve their experience;
(d)offering competitive prices, customers are looking for the best deal,
they may enjoy the way they are treated but if they cannot afford the
pricing they will not return; and(e)following the policy to make the
customer happy by making a decision that best's for the customer.

If a customer managemient strategy is implemented and run effectlvely,
the travel agency will have increased its ability to generaie more
revenue and deliver positive return on investment over fime.
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