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ABSTRACT

The objective of this study is to investigate the determining factors of consumer
intention to purchase air tickets online. E-ticketing is a very effective way of cutting
costs for the airline industry as this distribution method bypasses travel agents, hence
avoiding hefty commission payouts, and airline companies can minimize ticket sales
through traditional sales offices which incur large overhead costs. To encourage more
consumers to purchase air tickets online, it is important to investigate their purchase
intention, which is represented as the dependent variable in this study. Consequently,
purchase intention is the primary construct in the research framework. Other factors
which determine purchase intention are represented as the constructs of perceived risk
(PR), information search (IS), perceived ease of use (PEOU), and perceived
usefulness (PU). These constructs were chosen as they comprise of elements that both
inhibit and drive purchase intention, a combination of forces that ultimately impact
consumer intention to purchase air tickets online. Founded on the theory of perceived
risk and Technology Acceptance Model (TAM), the main hypotheses tested were: PR
is negatively related to intention to purchase air tickets online, and PEOU as well as
PU are each positively related to intention to purchase air tickets online. In addition,
the effect of the risk-reliever used by consumers, IS, was also tested in terms of its
relationship with PR, and intention to purchase air tickets online. The research method
used is the quantitative approach based on the positivist paradigm. Self-administered
questionnaires were utilised for online data collection. After screening, the data for
231 sample respondents was analysed for descriptive analyses, followed by PLS-SEM
to validate the measures developed for this study and to test the hypotheses.

Results of the current study indicate that PR of the internet is the main
determinant of intention to purchase air tickets online. PR is influenced by PEOU
followed by IS. Moreover, PR comprise of financial, performance, psychological,
security and privacy risks, which are separately considered by consumers in purchase
decisions. PU is the second most important predictor of intention, and fully mediates
the relationship between PEOU and intention. PEOU has no direct effect on intention,
indicating ease of internet usage itself has no impact on intention to book flights
online. Ease-of-use is only important if online booking is also perceived as useful.
Surprisingly, IS does not directly predict intention to purchase air tickets online.
Nevertheless, PR acts as a full mediator between IS and intention, hence supporting
the risk-reliever role played by information search behaviour. Similar to many past
studies, PR and PU have been found to be unrelated to each other. This finding
implies that risk and usefulness of the internet are considered to be two separately
important determinants of intention to purchase air tickets online. This study is
significant because it expands on the theory of perceived risk through the
conceptualization of perceived risk from a multidimensional perspective from which
the individual dimensions are propounded to form an overall perception of risk; the
inclusion of information search as a risk-reliever; as well as the integration with
important TAM variables, PEOU and PU in the research model. For practitioners, the
findings will guide the development of effective strategies to overcome consumer
perceived risk, as well as to promote PEOU and PU, to increase consumer intention to
purchase air tickets online.
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CHAPTER ONE
INTRODUCTION

1.1 BACKGROUND OF THE STUDY

Airline companies operate in highly competitive environments in which there are
significant challenges in covering costs and gaining profits at the same time. As such,
it has become increasingly essential to adopt effective e-solutions to reduce operating
costs and make the organization more efficient, productive and customer-centric
(Taneja, 2002). Through e-ticketing airlines avoid paying substantial commissions to
travel agents. They can also minimize the use of traditional ways of selling tickets via
sales offices or call centres, which incur large overhead running costs (e.g. rentals,
salaries, etc.). Against this backdrop, online ticketing became widely regarded as the
most cost effective marketing channel for airlines in general (Lubbe, 2007).

Online gross booking of air tickets has been growing steadily over the years. In
Southeast Asia alone, the figure stood at USD 9.3 billion in 2012 (Kapoor & Rauch,
2013). According to the same report, this is driven by growth in Malaysia, Singapore
and the airline industry, namely Singapore Airlines, Jetstar Asia, and AirAsia and
subsidiaries which increased by 20% in 2012.

Despite this growth in online purchase of air tickets, many travellers still
prefer to buy offline through a traditional brick-and-mortar channel such as travel
agencies and airline sales offices. Traditional travel agencies continue to be relevant,
particularly in emerging markets as many middle class travellers prefer a personal
relationship with an agent (Borgogna, Stroh, Hilz, Agarwalla, & Jakovijevic, 2016). A
recent survey on Malaysian internet users shows that more than fifty percent do not

shop online as they would rather make purchases from physical stores than from



websites (Suruhanjaya Komunikasi dan Multimedia Malaysia, 2017). There could be
many possible reasons for this preference although online booking clearly offers the
benefit of convenience (Amaro & Duarte, 2015). To date, research on this issue has
produced mixed results.

For airline companies, this knowledge is important for them to devise and
implement effective marketing strategies to encourage more travellers to book air
tickets online. Over the long run, such strategies will contribute to substantial
reduction in operation costs, increased sales and improved profits to airline

companies.

1.2 CONTEXT OF THE STUDY

Due to increasing pressure to reduce operating costs, many airline companies around
the world have initiated major structural changes to their ticket distribution strategies
to seize the opportunity from advances in communication technology such as
computing, system software, and the internet. Through their own websites and online
booking platforms which act as a direct selling channel to air travel passengers.
Historically, the airline industry had been suffering from accumulated losses
amounting to a staggering USD 42 billion since 2001 (SITA, 2009). To address this
serious issue, the International Air Transport Association (IATA) has made it
compulsory for all IATA members to implement electronic-ticketing effective from 1
June 2008 (SITA, 2009) as a measure to manage escalating operating costs incurred
by the industry as a whole. This move was mainly driven by an expected annual cost
savings of at least USD 3.2 billion (SITA, 2009), a substantial amount badly needed to

keep the airline industry afloat.



The technology of electronic ticketing and reservation system was first
developed and successfully patented in the United States on 25 July 2000, and defined
as “A method and system of issuing an electronic authorization and validation for pre-
scheduled activities such as airline reservations to eliminate paper tickets. The
passenger makes a reservation and allows a reservation operation center to charge the
passengers credit card company,” (Goheen, 2000, p.1).

In SITA’s (2009) white paper, electronic-ticketing (e-ticketing) has been
described as a method of documentation and tracking of passenger movements
without issuing paper tickets i.e. comprising of a paperless system which utilizes
computer technology (SITA, 2009). Similarly, in a Malaysian study, Sulaiman and
colleagues described e-ticketing as the combination of ticket issuance and delivery
into a single step, which increases operational efficiency (Sulaiman, Ng, & Mohezar,
2008).

For airline companies, the major advantage of replacing paper tickets through
e-ticketing helps the carriers to reduce significant costs (Pearson, O’Connell, Pitfield,
& Ryley, 2015) which include printing, labour, shipping, and accounting costs as well
as the elimination of commissions that must be paid to global distribution systems and
agents (Chen, 2007). The usage of e-ticketing is also highly compatible with the
internet communication technology (ICT) and facilitated by websites from which
customers can browse for product/service information.

E-ticketing benefits air passengers in several ways (Escobar-Rodriguez &
Carvajal-Trujillo, 2013; Lin & Huang, 2015). As there is no need to carry a paper
ticket, passengers need not worry or suffer the stress of losing or misplacing a ticket.
Moreover, passengers can search the internet, see what choice of seats is available,

and book the preferred seats over the web at their convenience from anywhere and at



any time of the day (Chang & Hung, 2013; Lin & Huang, 2015). With the upward
trend of e-ticket usage, airlines have started to set up self-service check-in kiosks at
airports to simplify and speed up the check-in process enabling travellers to bypass the
long queues typically encountered by those who check-in with paper tickets (Chen,
2007). Prices of air tickets sold online are also generally cheaper than those sold
through traditional channels (Crespo-Almendros & Del Barrio-Garcia, 2016; Escobar-
Rodriguez & Carvajal-Trujillo, 2013).

Due to its clear advantages, e-ticketing has been well received and put into
practice by some business sectors. Generally, search products and fairly standardised
services such as travel are most amenable to e-ticketing usage. Search products are
items for which it is easy to find information before purchase (Beneke, Scheffer, &
Du, 2010; Girard & Dion, 2010) such as price and travel schedule. For standardised
services, there is little variability in the delivery of service (Jun, Vogt, & MacKay,
2010). This had contributed to the upward sales trend in online ticket sales mainly in
the transportation sector such as for booking of airline tickets, train tickets, bus tickets,
subway tickets as well as for leisure activities like e-tickets to cinemas, concerts,
sports events or any kind of live show (Mut-Puigserver, Payeras-Capella, Ferrer-
Gomila, Vives-Guasch, & Castella-Roca, 2012; Hjorthol, 2009).

Market research data indicates that on a worldwide basis, almost 75 percent of
all air tickets today are bought online (WNS, 2014). Most of these online ticket
purchases come from advanced countries such as the United States (U.S.), the United
Kingdom (U.K.) and Japan. In Malaysia, it has been reported that revenue from online
sales of air tickets online were about USD 2.6 billion in 2015 (“Flights - Malaysia,”
2015). In 2015, Statista projected that online air ticket sales in Malaysia will reach

USD 2.95 billion in 2016 representing less than 1% of total worldwide sales (“Flights



- Malaysia,” 2015; “Flights - Worldwide,” 2015). According to the same source, sales
in Asia is forecasted to be USD 71.3 billion in 2016 or 23% of global sales (“Flights -
Asia,” 2015; “Flights - Worldwide,” 2015).

Facilitated by the availability of diverse internet sources for flight tickets
including airline websites, online travel agents such as Expedia, Travelocity and
Priceline, and meta-search tools such as Google Flight Search, Hipmunk, and Hopper,

consumers are spoilt for choice when it comes to e-ticketing (Rosenbloom, 2015).

1.3 RESEARCH PROBLEM

From a consumer’s perspective, the purchasing of air tickets over the internet brings
certain disadvantages and advantages as compared to buying via traditional physical
channels. When the disadvantages outweigh the advantages of booking online,
consumers will tend to avoid buying air tickets using the web (Izquierdo-Yusta,
Martinez-Ruiz, & Alvarez—Herranz, 2014). Such behaviour can be observed in some
past studies. For example, in Hong Kong and Spain, consumers have been found to be
reluctant to buy air tickets online (Kolsaker, Lee-Kelley, & Choy, 2004; Ruiz-Mafé,
Sanz-Blas, & Aldds-Manzano, 2009) although they recognize the benefits of e-
ticketing (Kolsaker et al., 2004), and majority (80%) used the internet to get
information on times and prices, but few (30%) finally bought the ticket online (Ruiz-
Mafé et al., 2009).

Closer to home, similarly, a market survey of Asia-Pacific travellers also
showed that while many people search for travel information online, relatively few
proceed to making the actual purchases online but instead prefer to buy from offline
physical store channels (Kapoor & Rauch, 2013). Malaysians, too, display similar

online search behavior (Singapore Tourism Board, 2014; Tourism Australia, 2013) but



prefer to book offline through a travel agency (Tourism Australia, 2013). Supportive
data from Statista (“Flights - Malaysia,” 2015) forecasted Malaysian user penetration
of online air tickets will be only 10.91% in 2016.

Research findings indicate that the major reason why consumers are reluctant
to buy air tickets online is due to the perceived risk of the medium (Izquierdo-Yusta et
al., 2014; Kim, Kim, & Leong, 2005; Kim, Qu, & Kim, 2009; Kolsaker et al., 2004;
Yen, 2015). Consumers perceive the presence of risk in purchasing air tickets over the
internet when they expect that they will incur loss in a given transaction (Ruiz-Mafé et
al., 2009).

Shopping through the internet medium invariably requires the utilization of
self-service technologies. This operational function shifts the burden and
responsibility of committing any mistakes to the consumer (Park, Tussyadiah, &
Zhang, 2016). When reserving air tickets online, the consumer is personally
accountable for looking up multiple carriers for air ticket fares, schedules, comparing
prices, and keying in the correct bookings (Cunningham, Gerlach, & Harper, 2004).
Mistakes fall directly on the consumer who has limited options to rectify the errors
made (Cunningham, Gerlach, Harper, & Young, 2005). Consumers could also face
much difficulty in changing itineraries after booking. Consequently, consumers
perceive that it is riskier to purchase air tickets via the internet as compared to buying
through physical distribution channels such as travel agencies and sales offices of
airline companies.

The difficulties faced by consumers as discussed above are related to using the
internet as a new technological medium to purchase air tickets. Notably, consumers’
perceptions of risk when booking air tickets online could be due to feelings of

uncertainty about the soundness of the underlying technological platform (Park et al.,



2016). For example, consumers may be very worried that there is insufficient
mechanisms to ensure that their personal data remain safe (Izquierdo-Yusta et al.,
2014). They could also fear about how secure it is to make payments using their credit
card online (Nepomuceno, Laroche, Richard, & Eggert, 2012; Park & Tussyadiah,
2017; Sinha & Singh, 2017).

Given that online purchasing also comes with certain benefits, consumers’
perceptions of how easy it is to use the internet, and the usefulness of the internet
medium for online booking are also likely to affect online buying intention (Izquierdo-
Yusta et al., 2014; Mohd Suki & Mohd Suki, 2017). Indeed, this notion which is based
on information systems studies, demonstrate that when people perceive computer
usage to be difficult to use, and/or not useful in achieving their work objectives, they
will not use computers at work despite the benefits offered by computer usage (Davis,
1986; Davis, Bagozzi, & Warshaw, 1989; Davis, 1989; Venkatesh & Davis, 2000).
Therefore, when consumers find it difficult to use the internet to buy air tickets, they

will not purchase online even if they find the internet useful for purchasing purposes.

1.4 RESEARCH QUESTIONS

From the research problem discussed above, the research questions are formulated as
following:
1- What is the impact of consumers’ perceived risk of the internet on their
intentions to purchase air tickets online?
2- Does information search impact on perceived risk and intention to
purchase air tickets online?
3- Does perceived risk play a mediating role between information search and

intention to purchase air tickets online?



Does perceived ease of use (PEOU) and perceived-usefulness (PU) impact
on intention to purchase air tickets online?

Does PU play a mediating role between PEOU and intention to purchase
air tickets online?

Does PEOU pose influence on consumers’ perceived risk of the internet?
What is the relationship between consumers’ perceived risk and PU of the

internet?

1.5 RESEARCH OBJECTIVES

The objectives of this research are divided into general objectives and specific

objectives as outlined below:

General Objective

1. The general objective of this research is to investigate the determinant
factors that influence consumers’ intention to purchase airline tickets
online. The determining factors comprise both inhibitors and drivers of
consumers’ purchasing intention.

Specific Objectives

1. To investigate the impact of consumers’ perceived risk of the internet on
their intentions to purchase air tickets online.

2. To examine the impact of information search on perceived risk and
intention to purchase air tickets online.

3. To investigate the mediating effect between information search and
intention to purchase air tickets online through perceived risk.

4. To examine the impact of PEOU and PU on intention to purchase air

tickets online.



5. To investigate the mediating effect between PEOU and intention to
purchase air tickets online through PU.

6. To examine the relationship between consumers’ PEOU and perceived risk
of the internet.

7. To investigate the relationship between consumers’ perceived risk and PU

of the internet.

1.6 SIGNIFICANCE OF THE STUDY
1.6.1 Theoretical Significance

This study expands on the Theory of Perceived Risk in several ways:

Firstly, consumers’ perceived risk is investigated from a multidimensional
perspective from which the individual dimensions are postulated to form an overall
perception of risk. The individual dimensions under investigation are financial,
performance, psychological, security and privacy risks. As a result, a richer
explanation and conceptualization of consumer perceived risk would be obtained by
undertaking this research.

Secondly, consumer risk reduction behavior in the form of information search
is examined in terms of its relationship with consumer perceived risk. The inclusion of
this additional variable into the research model based on the Theory of Perceived Risk
broadens understanding of the relationship between risk-reliever, consumer perceived
risk, and purchasing intention. At the same time, there is also an added academic
contribution to the literature on risk-relieving methods used by consumers, with
particular relevance for studies on online purchasing behavior.

Thirdly, the integration of two important variables from the Technology

Acceptance Model (TAM), PEOU and PU into the research model as determinants of



