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Abstract

The landscape of tourism distribution has been fundamentally reshaped by the digital
revolution, with Online Travel Agencies (OTAs) like Booking.com and Expedia emerging as
dominant forces. This report analyzes the evolution of these distribution channels, focusing on
the complex interplay between OTAs, direct sales, and emerging niche platforms. It critically
examines how shifting consumer behaviors, underpinned by established theories, and relentless
digital transformation have dictated new distribution strategies. The analysis is contextualized
within the post-pandemic environment, which has accelerated demands for flexibility, trust,

and authentic experiences.

By synthesizing real-world data and case studies, this report elucidates the profound impact of
OTAs on traditional travel intermediaries and evaluates the multifaceted advantages and
disadvantages they present for both consumers and tourism businesses. The findings reveal an
ecosystem where OTA power creates a dependency cycle for suppliers yet offers unparalleled
market access. The report concludes that the future of tourism distribution lies not in channel
supremacy, but in strategic, agile multi-channel management. It provides actionable
recommendations for tourism businesses to balance OTA partnerships with a fortified direct
booking channel, leverage data for personalization, and adapt to evolving market dynamics for

long-term resilience and profitability.

Keywords: Tourism Distribution, Online Travel Agencies (OTAs), Direct Bookings,

Consumer Behavior, Digital Transformation, Post-Pandemic Tourism, Marketing Strategy.



Introduction

The way we book travel has undergone a revolution. Just a few decades ago, planning a holiday
invariably involved a visit to a local travel agent, who served as the gatekeeper to the world of
airlines, hotels, and tour operators. This was a linear, personal, and often opaque system. The
advent of the internet promised to democratize this process, allowing suppliers to connect
directly with customers. However, this initial wave of ‘disintermediation’ was quickly followed

by a powerful ‘re-intermediation’ in the form of Online Travel Agencies (OTAs).

Platforms like Expedia, Booking.com, and later, Airbnb, emerged not merely as digital
versions of traditional agents, but as transformative forces. They aggregated millions of travel
options into single, user-friendly interfaces, offering consumers unprecedented choice,
transparency, and convenience. In doing so, they fundamentally altered the power dynamics of
the entire tourism industry. Today, a handful of digital behemoths wield immense influence
over what travelers see and how much they pay, while suppliers grapple with the dual reality

of global reach and eroded profitability.

The COVID-19 pandemic acted as a profound accelerant, disrupting travel patterns and shifting
consumer priorities. The demand for flexibility, hygiene, and authentic local experiences has
forced a re-evaluation of distribution strategies. The central problem for modern tourism
businesses is no longer just about being visible online; it is about strategically navigating an
ecosystem dominated by powerful OTAs to build sustainable, profitable, and direct customer

relationships.

This report will delve into this complex landscape. It will trace the evolution of tourism
distribution, critically analyze the role and impact of OTAs, and explore the psychological
drivers of consumer behavior in the digital age. Furthermore, it will contextualize these
dynamics within the post-pandemic reality and provide a forward-looking set of strategies for
businesses seeking to thrive in this new era. The aim is to provide a clear-eyed analysis of the

present and a practical roadmap for the future of tourism distribution.

Literature Review

The Evolution of Tourism Distribution Channels
The distribution of travel services has evolved through distinct technological eras. For most of
the 20th century, the system was supplier-centric and reliant on human intermediaries.

Traditional retail travel agents were the primary channel, leveraging complex and expensive



Global Distribution Systems (GDSs) like Amadeus and Sabre to access real-time inventory and
pricing (Buhalis & Law, 2008). This technology created a high barrier to entry, cementing the

agent's role as an essential information broker.

The rise of the commercial internet in the 1990s initiated a period of ‘disintermediation.’
Suppliers saw an opportunity to bypass agents and connect directly with consumers via their
websites, saving on commission costs and building brand loyalty (Egger & Buhalis, 2022).
However, this vision was short-lived. The complexity of the online landscape and the
consumer's desire for aggregated choice led to a powerful ‘re-intermediation.” New, digitally-
native intermediaries—the OTAs—emerged. They mastered search engine marketing, user
experience, and scale, quickly becoming the primary booking platform for a generation of
travelers (Inversini & Masiero, 2014). This created the multi-layered, complex distribution
ecosystem we see today, where suppliers must simultaneously manage direct channels, OTA

partnerships, and the underlying GDS technology.

The Rise and Dominance of Online Travel Agencies (OTAs)

The success of OTAs is rooted in their ability to solve a core consumer problem: information
asymmetry. By aggregating a fragmented market, they reduced the time and effort required for
travel planning, offering unparalleled choice and transparency (Tussyadiah, 2020). Their
scalable business models, based on commissions (agency model) or markups (merchant

model), allowed for rapid global expansion.

The market has since consolidated around a few dominant players. Booking Holdings (owner
of Booking.com, Priceline, and  Kayak) and Expedia  Group (owner  of
Expedia, Hotels.com, and Vrbo) control a significant portion of the global online travel market
(Statista, 2024). A third disruptive force, Airbnb, created a new peer-to-peer accommodation
category, challenging the very definition of hospitality distribution (Guttentag, 2019). The
power of these giants is derived from their vast consumer databases, sophisticated use of data
analytics, and immense spending on performance marketing, which often drowns out the

efforts of individual suppliers.

Consumer Behaviour Theories in Tourism

The dominance of OTAs can be explained through the lens of established consumer behavior
theories. The Theory of Planned Behavior (TPB) posits that behavioral intention is shaped by
attitude, subjective norms, and perceived behavioral control (Ajzen, 1991). OTAs positively

influence all three: they foster a positive attitude through seamless user interfaces and deals;



they establish a subjective norm by being the default choice for millions; and they

enhance perceived control by putting powerful planning tools in the user's hands.

Furthermore, OTAs align perfectly with the stages of the classic Consumer Decision-Making

Model:
1. Need Recognition: OTAs inspire through targeted ads.
2. Information Search: They are the primary one-stop-shop for research.

3. Evaluation of Alternatives: They facilitate easy comparison of prices, amenities, and

crucially, reviews.
4. Purchase Decision: They provide a streamlined, secure transaction.

5. Post-Purchase Evaluation: Their integrated review systems shape future decisions for

all users (Litvin, Goldsmith, & Pan, 2008).

The role of online reviews as social proof is particularly critical, often outweighing traditional

marketing messages in influencing booking decisions (Ogiit & Tas, 2012).

The Digital Transformation and its Impact

Digital transformation has moved beyond mere online presence to fundamentally reshaping
business operations. Key trends include the dominance of mobile technology, with most travel
research and bookings now occurring on smartphones, mandating a mobile-first strategy
(Booking.com, 2023). Big Data and Artificial Intelligence (Al) are now central to competition;
OTAs leverage Al for personalized recommendations, dynamic pricing, and targeted
marketing, creating a user experience that is difficult for individual suppliers to match (Ivanov

& Webster, 2019).

The rise of metasearch engines like Google Travel and TripAdvisor has added another layer of
complexity. These platforms aggregate offers from both OTAs and suppliers, forcing all players
to invest in paid advertising to secure top placements, thereby increasing customer acquisition

costs (Tran, 2023).

The Post-Pandemic Paradigm Shift

The COVID-19 pandemic was a catalytic event that accelerated pre-existing trends and
introduced new ones. Travelers developed a heightened preference for flexibility (free
cancellation) and direct communication with suppliers, momentarily weakening the OTA value

proposition (Gossling, Scott, & Hall, 2020). Furthermore, lockdowns fueled a desire for less
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crowded, authentic, and localized experiences, boosting demand for alternative
accommodations and niche travel forms, a trend that benefits platforms like Airbnb and
specialized OTAs (Airbnb, 2022). The pandemic underscored the critical need for resilient,

multi-channel distribution strategies that are not overly reliant on any single platform.

Methodology

This report employs a qualitative, desk-based research methodology to synthesize existing
knowledge, theories, and industry practices. This approach is well-suited for a strategic analysis
that requires a comprehensive understanding of broad market dynamics and theoretical

frameworks.

Data collection involved a systematic review of secondary sources from two primary

categories:

1. Academic Literature: Peer-reviewed journals such as Tourism Management and

the Journal of Travel Research were accessed via scholarly databases to establish the
theoretical foundation. Key search terms included "tourism distribution channels,"

"OTA impact," and "consumer behavior in travel."

2. Industry Sources: To ground the analysis in real-world context, data was gathered

from market research firms (e.g., Statista, Phocuswright), official financial reports from
major OTAs, and reputable industry publications (e.g., Skift). This provided up-to-date

market data, trend analysis, and relevant case studies.

The data analysis followed a thematic approach. Information was organized, coded, and
categorized into emergent themes that structure the report's findings, such as "OTA power
dynamics," "the direct booking challenge," and "post-pandemic consumer shifts." The analysis
involved critically evaluating different perspectives, identifying relationships between
concepts, and using case studies to substantiate arguments. A limitation of this methodology is
its reliance on publicly available information, which may not reveal proprietary corporate

strategies, and the rapidly evolving nature of the digital landscape.



Findings and Discussion

The Impact of OTAs on Traditional Travel Agencies

The impact of OTAs on traditional, brick-and-mortar travel agencies has been transformative,
leading to a significant decline in their numbers, particularly for those focused on simple,
commoditized travel products. The convenience and perceived lower prices offered by OTAs
drew away a massive segment of the market, making the traditional transaction-based model

unsustainable for many (Buhalis & Law, 2008).

However, this has resulted not in extinction, but in evolution. The role of the traditional agent
has largely shifted from ticket-booker to value-added consultant and experience curator. They
have found a resilient niche in complex, high-value travel segments where their expertise,
personalized service, and accountability provide a distinct advantage. This includes luxury
travel, cruises, complex multi-destination itineraries, and corporate travel management (Ivanov
& Webster, 2019). In these contexts, the human touch and ability to manage crises offer value

that algorithms cannot replicate.

For the broader tourism distribution system, OTAs have become powerful gatekeepers. A
hotel's visibility on a platform like Booking.com is often directly correlated with its occupancy,
giving OTAs immense negotiating power. This has led to commission rates that are
significantly higher than those in the traditional agency era, compressing supplier profit
margins (Tussyadiah, 2020). Moreover, OTAs have changed the nature of competition by
placing independent hotels directly alongside global chains, forcing competition primarily on
price, location, and review scores, thereby commoditizing the accommodation product. The
once-touted "billboard effect"—where an OTA listing drives brand awareness and direct
bookings—is now considered by many to be diminished as OTAs optimize their platforms to

capture the entire customer journey (Anderson, 2019).

The Pros and Cons of OTAs for Consumers

Pros for Consumers:
e Unparalleled Choice and Transparency: OTAs offer a one-stop-shop for comparing
hundreds of thousands of travel options, empowering consumers with a comprehensive

market overview (Egger & Buhalis, 2022).



Ease of Price Comparison: The ability to instantly compare prices across numerous
suppliers is a primary driver of OTA usage, fostering a perception of securing the best

deal.

Social Proof through Reviews: Integrated review and rating systems are arguably the
most valuable feature, providing authentic peer feedback that significantly reduces

perceived risk (Litvin, Goldsmith, & Pan, 2008).

User-Friendly Convenience: OTAs invest heavily in creating intuitive, seamless user
experiences, from search and filtering to booking and management, saving consumers

significant time and effort.

Loyalty Programs: Rewards programs like Booking.com Genius or Expedia Rewards
offer members discounts, perks, and upgrades, creating a powerful incentive for repeat

business.

Cons for Consumers:

Information Overload and Opaque Pricing: The sheer volume of options can be
overwhelming. Furthermore, the practice of displaying low base rates with mandatory
fees added later at checkout has drawn regulatory scrutiny and frustrates consumers

(Ivanov & Webster, 2019).

Impersonal Service and Problem Resolution: When disruptions occur (e.g., flight
cancellations, overbookings), customers can be caught in a frustrating loop between the

OTA and the supplier, with neither party taking full ownership.

Data Privacy Concerns: OTAs amass vast amounts of personal and behavioral data,

raising consumer concerns about profiling, targeted advertising, and data security.

Risk of Fraud: While major platforms have robust verification processes, instances of
fake listings, misleading photos, and scams still occur, posing a risk to travelers

(Guttentag, 2019).

The Illusion of "Best Price": Historically, rate parity clauses prevented suppliers from
offering lower prices on their direct channels. Though challenged by regulators, the
perception that OTAs always have the lowest price often persists, even when it is no

longer the case.



The Pros and Cons of OTAs for Tourism Businesses

Pros for Tourism Businesses:

Access to a Global Marketplace: For independent hotels, B&Bs, or properties in
emerging destinations, OTAs provide instant, global reach that would be prohibitively

expensive to achieve through independent marketing (Tussyadiah, 2020).

Marketing and Brand Exposure: Simply being listed on a major OTA provides a level of
visibility and legitimacy. The "billboard effect," while debated, can still drive brand

awareness.

Variable Cost Customer Acquisition: Unlike fixed-cost marketing campaigns, OTA
commissions are a variable cost—businesses only pay when a booking is made. This is

advantageous for businesses with limited marketing budgets.

Streamlined Booking Technology: OTAs provide a ready-made, advanced booking
engine, payment processing, and communication tools, offloading a significant

technical burden from suppliers, especially smaller ones.

Market Data and Insights: OTA extranets provide suppliers with valuable data on
booking trends, competitor pricing, and customer demographics, which can inform

their own commercial strategies.

Cons for Tourism Businesses:

High Commission Costs: This is the most significant drawback. Commission fees,
which can reach 25-30%, severely erode profit margins and can be the difference

between profitability and loss.

Loss of Customer Relationship and Data: This is the strategic cost. When a booking is
made via an OTA, the customer relationship is with the platform. The supplier receives
limited guest information, making it difficult to build loyalty, encourage repeat
business, or conduct direct marketing (Ivanov & Webster, 2019). This cedes valuable

first-party data to the OTA.

Strategic Dependency and Vulnerability: Over-reliance on OTAs creates a dangerous
dependency. Algorithm changes, shifts in OTA marketing spend, or a competitor's

promotional deal can dramatically impact a business's booking volume overnight.



e Pricing and Rate Parity Pressure: The constant pressure to offer competitive rates on
OTAs can trigger price wars. While absolute rate parity has been weakened in some
regions, the commercial pressure to remain price-competitive on these platforms is

intense.

e Brand Dilution: On an OTA, a unique property is reduced to a set of comparable
attributes (price, stars, location). This makes it difficult to communicate a unique brand

identity and value proposition, forcing competition on price.

The Direct Booking Challenge and the Rise of Niche Platforms
In response to OTA dominance, two significant countertrends have gained momentum: the push

for direct bookings and the emergence of niche platforms.

The economic incentive for direct bookings is clear: eliminating OTA commissions can
increase profitability per booking by 15-25% or more. More importantly, it allows the business
to own the customer relationship. With direct contact information, businesses can personalize
communication, foster loyalty, gather feedback, and build brand advocacy

(Booking.com, 2023). Tactics to drive direct bookings have become sophisticated, including:
e Price-Match Guarantees to neutralize the price advantage.

o Exclusive Direct-Booker Perks such as welcome amenities, room upgrades, or late

checkout.
o Investing in a superior, mobile-first booking experience on the official website.

o Leveraging owned media (email, social) and on-property touchpoints to promote direct

booking benefits.

Simultaneously, a vibrant ecosystem of niche and alternative platforms has emerged, catering

to specific traveler segments. Examples include:
e Kind Traveler for sustainable tourism.
e Mr & Mrs Smith for boutique and luxury hotels.

e Much Better Adventures for adventure travel.


https://booking.com/

These platforms offer suppliers a targeted, high-intent audience, often at lower commission
rates, and allow them to showcase their brand in a contextually relevant environment. While
their reach is smaller than the major OTAs, they serve as a valuable channel for differentiation

and building a specific brand identity.

Synthesizing the OTA Dilemma: Power vs. Opportunity

The relationship between tourism businesses and OTAs is a classic strategic dilemma—a
double-edged sword. On one hand, OTAs are an unparalleled customer acquisition engine and
a source of valuable market intelligence. For many businesses, they are an essential component

of commercial success.

On the other hand, this utility creates strategic dependency. The high commissions and, more
critically, the loss of the customer relationship, pose a severe long-term threat to brand building
and profitability. Businesses risk becoming mere service providers on the OTA's digital

plantation.

The pandemic highlighted a key vulnerability in the OTA model: in times of crisis, the
impersonal, transactional nature of the platform becomes a liability. The surge in demand for
direct communication and flexibility demonstrated that a robust direct channel is essential for

resilience and trust-building.

Therefore, the path forward requires a mindset shift. OTAs should not be viewed as a necessary
evil, but as powerful, yet strategically managed, partners. They should be deployed tactically—
for market entry, filling last-minute inventory, or reaching specific demographics. The revenue
and awareness generated should then be reinvested into building a healthier, more profitable
direct channel. The goal is a balanced multi-channel portfolio that optimizes for both reach and

relationship.



Conclusion and Strategic Recommendations

Conclusion

This report has demonstrated that the rise of Online Travel Agencies represents one of the most
significant transformations in the history of the tourism industry. Through their mastery of
digital technology and deep understanding of consumer psychology, OTAs have established
themselves as dominant gatekeepers, offering consumers immense convenience and suppliers
global reach, but at a high cost. The analysis confirms that this dominance is underpinned by
their ability to influence consumer attitudes, social norms, and perceived control throughout

the travel planning journey.

The post-pandemic context has intensified competition and shifted consumer priorities towards
flexibility, trust, and authenticity. This has created opportunities for a resurgence in direct
supplier relationships and the growth of specialized niche platforms. The future of tourism
distribution is not a binary choice between OTAs and direct sales; it is a complex, multi-channel
reality. Success will be determined by a business's ability to navigate this reality with strategic
agility, leveraging each channel for its strengths while relentlessly focusing on building direct

guest relationships for long-term resilience and profitability.

Strategic Recommendations
For tourism businesses to thrive in this environment, the following actionable strategies are

recommended:

1. Adopt a Strategic, Multi-Channel Mindset:
e Define Channel Roles: Explicitly decide the purpose of each channel. Use OTAs for new
customer acquisition and penetrating new markets. Use niche platforms to target
specific interest groups. Design your direct channel for repeat guests, loyalty members,

and premium packages.

e Manage Inventory and Pricing Dynamically: Do not allocate all inventory uniformly
across all channels. Hold back your best rooms and offers for direct bookers. Use
channel management software to synchronize availability and implement smart, value-

based pricing rather than just matching OTA rates.



Measure Net Profitability: Shift the key performance indicator from gross revenue to Net
RevPAR (Revenue Per Available Room after distribution costs). This reveals the true

profitability of each channel and guides smarter investment.

2. Fortify the Direct Booking Channel with Compelling Value:

Move Beyond Price-Matching: Create an irresistible "Book Direct" value proposition
with exclusive perks that OTAs cannot replicate. Examples include a welcome drink, a
complimentary local experience, a flexible cancellation policy, or the ability to choose

a specific room.

Perfect the User Experience: Ensure your website is mobile-first, with a fast, intuitive,
and secure booking engine. A clunky direct booking experience will push customers

back to the OTAs every time.

Build a Loyalty Program: Implement a simple, rewarding loyalty program that offers
tangible benefits for direct bookings and repeat stays. Use this to capture customer data

and foster long-term relationships.

3. Leverage Data and Technology for Personalization:

Develop a Single Customer View: Use a Customer Relationship Management (CRM)
system to consolidate data from all touchpoints (website, bookings, on-property

spending). This enables true personalization.

Deploy Smart Marketing Tactics: Use email automation to send personalized offers based
on past stays or browsing behavior. For example, "We loved having you last summer,

here's an early bird offer for your next visit."

Utilize Pricing Intelligence Tools: Implement dynamic pricing software that monitors
competitor and OTA rates in real-time, allowing you to make informed, proactive

pricing decisions on your direct channel.

4. Diversify with Niche and Metasearch Platforms:

Forge Strategic Niche Partnerships: 1dentify and partner with 2-3 specialty OTAs that
align with your brand identity (e.g., eco-travel, luxury, adventure). These partnerships

often yield higher conversion rates and more loyal guests at a lower cost.



e Investin Metasearch Advertising: Allocate a budget for Google Hotel Ads and manage
your presence on TripAdvisor. Metasearch is a critical battleground to capture travelers

now of comparison and drive high-intent traffic directly to your website.

5. Manage OTA Relationships Proactively:
e Negotiate from a Position of Strength: If you have high review scores, high conversion
rates, or a unique property, use this as leverage to negotiate for better placement or

lower commissions.

e Use OTAs Tactically: Instead of a perpetual, full-inventory presence, use OTAs for
specific campaigns—to fill low-season gaps, target specific source markets, or liquidate

last-minute availability.

e Convert OTA Guests into Direct Customers: While respecting data privacy, find creative,
ethical ways to connect with OTA guests post-booking. Encourage them to join your
newsletter at check-in for exclusive offers, highlighting the benefits of booking direct

next time.

The future of tourism distribution belongs to the agile, the strategic, and the guest-centric. By
viewing distribution not as a tactical necessity but as a core component of business strategy,
tourism enterprises can harness the power of OTAs while building a loyal community of direct

customers, ensuring sustainable success in an ever-evolving marketplace.
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Appendices

Appendix A: Glossary of Key Terms

Disintermediation: The removal of intermediaries from a supply chain.
Re-intermediation: The emergence of new intermediaries in a digital market.

Online Travel Agency (OTA): A web-based company that aggregates and sells travel

products from multiple suppliers.

Global Distribution System (GDS): A network that enables automated transactions

between travel service providers and travel agents.

Metasearch Engine: A platform that aggregates and compares listings from multiple

OTAs and supplier websites.

Rate Parity: A contractual clause requiring a supplier to offer the same rate across all

distribution channels.

Billboard Effect: The theory that a listing on an OTA drives brand awareness and direct
bookings.

Net RevPAR: Net Revenue Per Available Room; a profitability metric that accounts

for distribution costs.

Dynamic Pricing: A strategy of adjusting prices in real-time based on demand,

competition, and other factors.



