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Ok, here's how travel agencies operate. 
They advise customers on travel plans, make reservations, and arrange other trip services. Many specialize in particular destinations, like African safaris, Italian culture tours, or Caribbean cruises.

A typical agency has $300,000 of annual revenue and 5 employees. Revenue per employee is about $60,000 for large and small agencies.

Marketing and operations are the main activities. Revenue comes from billing customers and from commissions paid by the airlines, hotels, and other vendors they book.  A large amount of business comes from repeat customers and their referrals.

Marketing depends heavily on website advertising, location, and on member consortiums like vacation.com that funnel customers to local agents. Computer systems are heavily used to make reservations and to research new destinations.

Here are some strategic things you should know.

Agencies are very sensitive to economic conditions. During economic slowdowns, both business and tourist travel decreases sharply, and customers book cheaper trips. Many agencies lost money during the recession. 

Do-it-yourself travel websites like Expedia, Orbitz, and hotels.com, have taken a large amount of business from traditional agencies. In addition, many hotels and resorts now have websites where customers can make their own reservations.

Commissions from booking air travel, formerly the mainstay of the travel business, now produces only 25 percent of agency revenue. Tours and cruises together account for about 60 percent.

Some agencies specialize in managing business travel for corporate customers, either through arrangements with corporate travel departments or sometimes by managing the entire function. Their revenue depends on how well they can minimize travel expenses.
Here are some good talking points.
How many agents work in their office?

Do they specialize in a particular type of travel?

How much of their revenue comes from tours and cruises?

What percent of their revenue is from business travelers?

How much does their average customer spend on a travel package?

How much of their business comes from repeat customers or referrals?

Are they part of a consortium like vacation.com?

How much were they hurt by the recession?

And finally, how do they see their business changing in the future?

Now, you're ready.

