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A company’s choice of distribution channels is shaped mainly by who the customers are, what the product is like, what resources the company has, and the conditions in the market it operates in.​
1. Customer characteristics
Customer-related factors determine how conveniently and cost‑effectively products and services can reach the target market.
· Demographics and segment type: Business customers buying large volumes (e.g., corporate clients booking a hotel’s conference facilities) are usually served through direct sales teams or key‐account managers, while mass leisure guests may be reached via online travel agencies (OTAs), tour operators, and meta‑search platforms.
· Buying habits and preferred channels: If guests prefer to research and book online, hotels and restaurants must be present on websites, mobile apps, and social media; if they value personal advice (e.g., for weddings or MICE events), direct contact through in‑house sales and travel agents becomes more important.
· Geographic location and dispersion: When customers are geographically concentrated (for example, local diners for a restaurant), short or direct channels work well; when they are scattered globally, hospitality firms rely more on intermediaries like global distribution systems (GDS), OTAs, and international tour operators.
· Service expectations: High‑involvement guests who expect tailored packages, detailed information, and after‑sales support (e.g., group tours, spa retreats) push the company toward channels that can provide consultation and personal interaction, such as direct booking canters or specialized travel agencies.
Example in hospitality: A city hotel targeting millennials will prioritize mobile‑friendly direct booking engines and OTAs, whereas a luxury resort with older, high‑spending guests may rely more on high‑touch travel advisors and its own reservations team.​

2. Product (or service) nature
The nature of what is being sold strongly affects how many intermediaries are needed and what type of channels are appropriate.
· Intangibility and perishability: Hospitality services (rooms, tables, event spaces) are intangible and perishable, meaning unsold capacity today cannot be stored for tomorrow; therefore, firms often use multiple online and offline channels simultaneously to maximize occupancy.
· Complexity and need for explanation: Products requiring customization and explanation (conference packages, banqueting, long‑stay corporate contracts) often use direct channels, so that staff can negotiate, bundle services, and clarify details.
· Standardization vs customization: Standard, low‑involvement services (one‑night stays, budget meals) are well suited to high‑coverage channels like OTAs or delivery platforms, while unique or luxury products (boutique stays, fine‑dining experiences) may use selective or exclusive distribution (limited OTAs, direct website only) to maintain brand positioning and control.
· Price level and risk: Higher‑priced or higher‑risk offerings (all‑inclusive packages, destination weddings) typically involve intermediaries or in‑house specialists who can reassure guests, manage contracts, and provide after‑sales service.
In hospitality operations, this means everyday room nights might be sold widely via OTAs and meta‑search, while complex MICE events are usually handled through direct sales and specialist agencies.​

3. Company resources and capabilities
Internal factors such as financial strength, managerial skills, and strategic objectives shape whether a firm can manage direct channels or must depend on intermediaries.
· Financial resources: Stronger firms can invest in their own booking platforms, apps, loyalty programs, and direct sales teams; smaller hotels or restaurants may lack the funds and therefore rely more heavily on third‑party platforms and wholesalers.
· Managerial and technological capabilities: Companies with good IT systems, revenue management tools, and channel management software can handle multiple direct and indirect channels and keep rates and availability synchronized.
· Desired level of control: If a brand wants tight control over pricing, guest communication, and service standards, it will prefer direct or short channels; where control is less critical, or coverage is more important, the company accepts longer channels with more intermediaries.
· Existing relationships and reputation: Well,‑known hospitality chains can negotiate better terms and visibility with OTAs, corporate clients, and travel agents, giving them more channel options than small independent operators.
Operations managers in hospitality therefore balance commission costs and dependency on intermediaries against the benefits of wider reach and lower marketing effort when deciding how much to push direct bookings versus partner channels.

4. Market and competitive conditions
External conditions such as competition, legal environment, and infrastructure also influence channel decisions.
· Market size and growth: In large, fast‑growing markets, using more intermediaries can quickly increase reach; in small or niche markets, direct channels may be more economical.
· Competitive practices: If competitors dominate certain channels (e.g., specific OTAs or corporate travel programs), a company may need to be present there to remain visible, or it may differentiate itself by emphasizing direct booking with added benefits.
· Legal, regulatory, and contractual issues: Regulations on rate parity, data protection, or franchise agreements can restrict how hospitality firms structure their distribution and pricing.
· Technological and infrastructure context: In markets with strong digital infrastructure and high internet penetration, online channels (OTAs, brand websites, social media) become central; in regions with weaker connectivity or fragmented markets, traditional travel agents and tour operators may remain essential.
For hospitality operations, this means the “optimal” channel mix is dynamic: as market conditions, guest behaviour, and technology evolve, managers must continually review and adjust which channels they use and how intensively they rely on each.
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