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In no more than 1000 words, and using 3-5 references, explain: 

1- Identify and explain the main factors that influence a company’s choice of distribution channels.
Discuss how customer characteristics, product nature, company resources, and market conditions affect this decision.



















Factors Influencing a Company’s Choice of Distribution Channels
Distribution channels play a critical role in how companies deliver products or services to customers. In the hospitality industry, distribution channels include direct bookings (hotel websites), online travel agencies (OTAs), travel agents, and global distribution systems (GDS). Choosing the right distribution channels is essential for maximizing revenue, reaching target customers, and maintaining competitive advantage. Several key factors influence this decision, including customer characteristics, product nature, company resources, and market conditions.
One of the most important factors is customer characteristics. Companies must understand who their customers are, how they behave, and how they prefer to make purchases. In hospitality, different customer segments use different booking channels. For example, business travelers often prefer direct bookings or corporate travel systems because they value convenience and loyalty programs. In contrast, leisure travelers frequently use OTAs like Expedia or Booking.com to compare prices and find deals. Younger customers tend to rely more on mobile apps and online platforms, while older customers may still prefer traditional travel agents. Therefore, companies must choose distribution channels that align with the preferences and behaviors of their target market. According to Buhalis and Law (2008), technological changes and customer behavior have significantly shifted distribution strategies toward digital platforms.
Another key factor is the nature of the product or service. Hospitality products, such as hotel rooms, are perishable and cannot be stored for future sale. If a room is not sold for a specific night, the revenue opportunity is lost. This makes efficient distribution crucial. Hotels must use multiple channels to maximize visibility and occupancy. For example, luxury hotels may rely more on direct channels to maintain brand image and customer relationships, while budget hotels may depend heavily on OTAs to reach a broader audience. Additionally, complex or high-value services may require more personalized distribution channels, such as travel agents or concierge services. The intangible nature of hospitality services also means that customers rely on online reviews and ratings, making digital channels even more important.
The company’s resources and capabilities also play a significant role in channel selection. Larger hotel chains with strong financial and technological resources can invest in advanced booking systems, websites, and mobile applications to encourage direct bookings. They can also implement loyalty programs to retain customers. On the other hand, small and independent hotels may lack these resources and rely more on third-party platforms like OTAs to gain market exposure. While OTAs provide access to a wide audience, they charge commission fees, which reduce profit margins. Therefore, companies must balance the cost and benefits of each channel based on their available resources. As noted by O’Connor and Frew (2002), technology adoption is a key determinant of distribution effectiveness in the hospitality industry.
Another important factor is market conditions, including competition, technological trends, and economic environment. In highly competitive markets, companies often use multiple distribution channels to increase visibility and attract customers. For example, during periods of high competition or low demand, hotels may offer discounts through OTAs to boost occupancy. In contrast, during high-demand periods, they may focus on direct bookings to maximize profits and avoid commission fees. Technological advancements, such as mobile booking apps and artificial intelligence, also influence channel selection. Companies must adapt to these changes to remain competitive. Additionally, economic factors such as inflation or recession can impact customer spending behavior, which in turn affects distribution strategies.
Furthermore, intermediary relationships and channel control are also important considerations. While intermediaries like OTAs and travel agents help increase market reach, they reduce the company’s control over pricing and customer relationships. Hotels may struggle with rate parity agreements, which limit their ability to offer lower prices on their own websites. As a result, many companies aim to strengthen direct distribution channels to gain more control and improve customer loyalty.
A practical example can be seen in major hotel chains such as Hilton and Marriott. These companies invest heavily in their direct booking platforms and loyalty programs to encourage customers to book directly. At the same time, they still use OTAs to reach new customers and fill unsold rooms. This balanced approach allows them to maximize both revenue and market exposure.
In conclusion, a company’s choice of distribution channels is influenced by multiple interconnected factors. Customer characteristics determine where and how customers prefer to book services. The nature of the product, especially in hospitality, requires efficient and timely distribution. Company resources affect the ability to manage and invest in different channels, while market conditions shape strategic decisions based on competition and demand. By carefully analyzing these factors, companies can select the most effective distribution channels to enhance customer reach, improve efficiency, and maximize profitability.
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