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ABSTRACT

Tourism distribution has undergone a profound transformation over the past two decades, and
Online Travel Agencies (OTAs) have played a central role in reshaping the structure, logic, and
power dynamics of the global tourism marketplace. This assignment investigates the influence of
OTAs on contemporary tourism distribution channels, focusing on how they reshape consumer
behavior, redefine supplier strategies, and introduce new forms of digital intermediation. The
abstract highlights several key themes, including the centrality of digital trust, the rise of mobile-
first booking habits, the power of user-generated content, and the growing dependence of
tourism suppliers on algorithm-driven visibility. Drawing on academic literature, industry
reports, and conceptual frameworks on digital platforms, this study argues that OTAs function
not only as intermediaries but as influential gatekeepers that regulate market access and
visibility. The COVID-19 pandemic is also examined as a catalyst that accelerated digital
adoption and further reinforced OTA dominance. While benefits such as global reach,
streamlined booking processes, and enhanced customer trust support OTA relevance, challenges
including commission burdens, limited data access, and restricted autonomy pose long-term
strategic concerns for suppliers. The abstract concludes by reinforcing the necessity of hybrid
distribution strategies that combine OTA visibility with strengthened direct channels.

INTRODUCTION

Tourism distribution channels refer to the networks of intermediaries, digital platforms, and
communication pathways that connect tourism suppliers with consumers. They determine how
travel products—such as accommodation, flights, tours, attractions, and transportation—reach
the marketplace and how they are presented, compared, and eventually purchased. Traditionally,
these channels were built around travel agencies, tour operators, destination management
companies, and global distribution systems (GDS), all of which played crucial roles in reducing
information asymmetry and simplifying the travel planning process.

The digital revolution, however, dramatically altered this landscape. As internet access widened
and mobile technology advanced, travelers became increasingly independent, preferring to gather
information, compare alternatives, and make bookings online. It was in this environment that
Online Travel Agencies (OTAS) rose to prominence. Platforms such as Booking.com, Expedia,
Agoda, Airbnb, and Trip.com now dominate global tourism distribution, serving as digital
marketplaces where millions of travel products are aggregated, filtered, ranked, and reviewed.

OTAs have fundamentally reshaped consumer behavior. Travelers no longer need to rely on
traditional agents for information because OTAs offer structured data, real-time availability,
pricing transparency, verified peer reviews, and seamless booking flows. These features not only
satisfy modern expectations of convenience and efficiency but also help reduce psychological
uncertainty. User-generated reviews in particular have become powerful tools that support trust
formation, guide preferences, and influence purchase intentions.




For suppliers—hotels, guesthouses, hostels, resorts, tour operators, and activity providers—the
rise of OTAs presents both opportunities and challenges. On one hand, OTAs provide global
market access, reduce marketing costs, and help stabilize occupancy. A small hotel in a remote
area can now become visible to international travelers without substantial promotional budgets.
On the other hand, OTA participation comes with significant trade-offs: high commission fees,
limited access to guest data, dependence on algorithmic rankings, and reduced control over
pricing strategies. This duality creates a complex environment where suppliers must navigate
between the benefits of visibility and the risks of dependence.

Technological progress continues to expand OTA influence. The integration of artificial
intelligence, dynamic recommendation systems, automated customer service tools, and mobile-
first interfaces strengthens their competitive position. These innovations create digital
experiences that many smaller suppliers cannot replicate, widening the performance gap between
independent businesses and massive global platforms.

The COVID-19 pandemic accelerated this transformation even further. With the collapse of
international travel and constant changes in restrictions, travelers relied heavily on OTAs for up-
to-date information, flexible bookings, and alternative options. Suppliers also depended on OTAs
during recovery phases to reach new markets and regain lost demand.

This introduction sets the foundation for a comprehensive analysis of OTAs as essential yet
complex actors in global tourism distribution. By exploring the interplay between consumer
expectations, platform power, supplier strategies, and digital innovation, this assignment aims to
provide an updated understanding of the central role OTAs play in shaping modern tourism
markets.

LITERATURE REVIEW

1. Evolution of Tourism Distribution Systems

Early tourism distribution models were dominated by traditional intermediaries—retail travel
agencies, wholesalers, and tour operators. Middleton and Clarke (2011) describe these channels
as structured, hierarchical, and largely controlled by intermediaries with access to specialized
reservation systems. The development of the internet radically disrupted this order. Buhalis and
Law (2008) argue that digital tools shifted information power from suppliers and agents to
consumers, enabling travelers to research destinations independently and compare options on
their own.

The emergence of Online Travel Agencies (OTAs) accelerated this transformation. OTAs

created centralized digital marketplaces that offer real-time information, integrated payment
systems, and massive inventories. Xiang et al. (2015) emphasize that the digital distribution
landscape has evolved into an interconnected network involving meta-search engines, social




networks, mobile apps, and peer-to-peer marketplaces, fundamentally altering how tourism
products are accessed and evaluated.

2. OTAs as Multi-Sided Digital Platforms

OTAs are best understood through the lens of platform economics. Hagiu and Wright (2015)

define multi-sided platforms as digital intermediaries connecting separate but interdependent

user groups. OTAs link travelers searching for accommodation or experiences with suppliers

seeking visibility and customers. Their value proposition lies in facilitating efficient matching
between these groups while lowering search and transaction costs.

Several characteristics distinguish OTAs from traditional intermediaries:

e aggregation of global inventory

o data-driven personalization

e dynamic ranking and filtering tools

e automated availability updating

e seamless customer journey management

Standing et al. (2014) note that OTAs benefit from strong network effects: the more
accommodations listed, the more consumers join the platform—and vice versa—strengthening
the platform’s competitive advantage.

3. Consumer Behavior on OTA Platforms

3.1 Information Accessibility and Decision Simplification

Travel planning often involves high cognitive effort due to the number of variables and
uncertainties. OTAs respond by simplifying complex decisions. Morosan and Bowen (2018)
explain that consumers appreciate the structured layout of OTA sites, which streamlines
comparison across price, location, rating, and amenities.

3.2 Trust and the Importance of Reviews

Digital trust mechanisms play a critical role in OTA usage. Filieri (2016) emphasizes that
verified user reviews serve as social proof, helping travelers assess quality and reduce perceived
risk. OTAs curate vast databases of peer-generated content, making them perceived as more
objective than supplier websites.

3.3 eWOM as a Decision-Making Tool

Electronic word-of-mouth (eWOM) deeply influences travel purchases. Litvin et al. (2018) argue
that online reviews shape expectations, perceptions of safety, and emotional reassurance—
especially in unfamiliar destinations. The review ecosystem has become one of OTAs’ strongest
assets.




3.4 Mobile-First Travel Planning

With smartphones becoming central to daily life, mobile booking has surged. Wang et al. (2020)
highlight that users favor mobile apps because they support last-minute decision-making, store
payment details, and provide location-based recommendations. OTAs have capitalized on this
shift by designing highly intuitive and rapid mobile interfaces.

4. Supplier Advantages of Working with OTAs

4.1 Global Exposure and Broadened Market Reach

One of the most frequently cited benefits of OTA participation is global visibility. Inversini and
Masiero (2014) show that small or independent suppliers rely heavily on OTAs to tap into
international demand that would otherwise be inaccessible without expensive marketing
campaigns.

4.2 Enhanced Occupancy Rates

OTAs help stabilize occupancy across seasons. Dogru et al. (2020) note that hotels use OTAS to
fill low-demand periods or attract last-minute bookings, improving revenue predictability.

4.3 Reduced Marketing and Administrative Burden

By leveraging OTA marketing budgets, suppliers gain access to professional promotional tools
without direct investment. OTAs also automate confirmation emails, payment processing, and
availability updates—saving time and reducing operational complexity.

5. Supplier Challenges and Risks

5.1 High Commission Fees

Commission rates are one of the largest pain points for suppliers. Melian-Gonzalez et al. (2019)
report that commissions can range from 15-30%, significantly affecting profitability—especially
for small hotels with tight margins.

5.2 Dependence on OTA Traffic

Increasing reliance leads to a loss of control. Noone and McGuire (2016) warn that many hotels
become so dependent on OTA bookings that they struggle to maintain direct channels, creating a
long-term strategic vulnerability.

5.3 Restrictions on Customer Data

OTAs often limit access to personal guest information in order to protect their customer
relationships. According to Morosan (2020), this restricts suppliers’ ability to build loyalty
programs or encourage return customers.




5.4 Algorithmic Ranking Challenges

Suppliers must navigate opaque ranking algorithms that influence visibility. Li et al. (2021) note
that platforms often reward properties that participate in paid visibility programs, offer
competitive pricing, or hold high review scores—creating inequalities among listings.

6. Airbnb and the Rise of Peer-to-Peer Accommodation

Airbnb brought a new dimension to tourism supply. Guttentag (2015) argues that Airbnb
expanded the accommodation market by enabling individuals to rent their homes, thereby
increasing inventory and shifting consumer expectations. The platform appeals to travelers
seeking authenticity, local immersion, and flexible lodging alternatives, pushing traditional
suppliers to adapt their offerings.

7. Impact of COVID-19 on OTA Usage

COVID-19 accelerated digital reliance across the tourism sector. The uncertainty surrounding
travel restrictions made OTAs critical sources of real-time information. Sigala (2020) explains
that travelers favored platforms offering flexible cancellations, clear safety indicators, and rapid
updates. Suppliers, facing reduced demand, turned to OTAs to reach domestic and regional travel
markets during recovery phases.

8. Technological Innovations Strengthening OTA Position

OTAs continue to invest in advanced technologies to differentiate themselves. Several
innovations stand out:

e Al-driven personalization for search and recommendations (Huang & Rust, 2021)
e dynamic pricing algorithms that adjust in real time

e automated chatbots for customer inquiries

e augmented reality (AR) and virtual reality (VR) for immersive previews

e super-app ecosystems integrating flights, hotels, payments, and social features

These tools significantly enhance the user experience, making OTAs more appealing than most
standalone supplier websites.

9. The Rise of Hybrid Distribution Strategies

Recent research stresses the importance of combining OTA participation with strong direct-
booking efforts. O’Connor (2021) argues that hotels must use OTAs strategically—Ileveraging
exposure while simultaneously strengthening direct channels through:

e loyalty programs

e improved website usability
o exclusive direct deals

e personalized communication




Hybrid strategies emerge as the most sustainable approach for long-term competitiveness.

METHODOLOGY

1. Research Approach

This assignment employs a qualitative, exploratory research approach to analyze the evolving
role of Online Travel Agencies (OTASs) in tourism distribution channels. Because OTA dynamics
involve complex social behaviors, digital interactions, platform governance structures, and
technological innovations, qualitative methodology provides the best lens for interpreting these
elements holistically.

As Patton (2015) suggests, exploratory research is valuable when a topic is multifaceted, rapidly
evolving, and influenced by numerous interconnected forces — all of which apply to OTA-
driven tourism environments. This approach supports deeper interpretation of:

« traveler motivations,

e supplier—platform power imbalances,
o algorithmic visibility,

o technological transformation,

e post-pandemic behavioral shifts.

Rather than generating numerical generalizations, this assignment aims to understand why and
how these dynamics occur.

2. Data Collection
The research draws exclusively on secondary data, including:

o peer-reviewed journal articles from hospitality, tourism, and digital marketing fields,

e academic books on online intermediation and digital platforms,

e White papers and analytic reports from Skift, Phocuswright, Deloitte, UNWTO, and
WTTC,

e public financial reports from major OTA companies,

e industry case studies involving hotels, tour operators, and peer-to-peer hosts,

e recent research on traveler behavior and mobile booking trends.

This multi-source approach ensures a comprehensive understanding of current OTA practices.

3. Criteria for Source Selection

The following criteria guided the selection of sources:




e Recency: Preference for works published between 2018-2024 to capture rapidly
changing digital trends.

e Relevance: Sources must address OTA operations, digital travel behavior, platform
economics, or supplier strategies.

e Credibility: Peer-reviewed academic work or industry publications known for rigorous
methodologies.

o Depth: Priority given to sources that offer conceptual models or empirical evidence
rather than superficial commentary.

Classic literature was used sparingly and only to support foundational concepts.

4. Analytical Framework

A thematic analysis (Braun & Clarke, 2006) was chosen to synthesize findings from the
literature. This involved:

1. Familiarization with all collected sources.
2. Coding relevant concepts related to OTAs, digital behaviors, and supplier experiences.
3. Grouping codes into themes, which emerged as:
OTA dominance in modern distribution,
consumer trust and decision-making,
supplier dependency and vulnerability,
technological innovation,
algorithmic visibility,
o post-pandemic digital acceleration.
4. Synthesizing themes into coherent findings and critical discussion.

O O O O O

This method supports an organized examination of sometimes scattered insights across sources.
5. Limitations
Although the methodology is effective, several limitations must be acknowledged:
e Lack of primary data (interviews or surveys) limits firsthand perspectives from suppliers.
o OTA proprietary algorithms remain confidential, preventing complete understanding of
ranking systems.
e Some industry reports may contain commercial bias.
e The rapid pace of digital innovation means findings may evolve quickly.

Despite these limitations, triangulation of multiple academic and industry sources enhances
reliability.

FINDINGS
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1. OTAs Function as the Central Gatekeepers of Tourism Distribution

The thematic analysis reveals that OTAs have assumed a central gatekeeping role in global
tourism. They curate enormous inventories, mediate visibility, and structure the pathways
through which travelers discover tourism products. Their influence exists at nearly every stage of
the consumer journey, from inspiration to booking.

This gatekeeping power is strengthened by:

« sophisticated search engines,
« advanced filtering tools,

e extensive review systems,

« worldwide brand recognition.

As a result, OTAs now serve as the default entry point into the tourism marketplace.

2. Travelers Choose OTAs for Convenience, Trust, and Simplicity

A consistent finding is that travelers overwhelmingly prefer OTAs because they reduce
complexity. Travelers value:

e comparative clarity,

e transparent pricing,

« verified reviews,

e easy navigation,

o fast booking flows,

o consolidated information in one place.

Modern travelers face information overload, and OTAs help streamline this cognitive burden.
Their interfaces — especially mobile apps — are designed to guide travelers toward a decision
quickly.
3. Suppliers Gain Global Visibility but Lose Control
The findings show that OTA participation delivers strong benefits for suppliers:

e increased occupancy,

e access to international markets,

e improved brand exposure,

e reduced marketing and administrative work,

e entry into mobile-driven booking ecosystems.

However, these benefits come with significant drawbacks:

o high commissions that erode profitability,
o dependency on OTA-generated demand,
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« reduced autonomy over pricing and cancellation policies,
o limited access to customer data,
« vulnerability to changes in ranking algorithms.

This creates a power imbalance where suppliers may feel compelled to remain visible on OTAs
while losing direct control over distribution strategies.

4. OTA Ranking Algorithms Shape Supplier Competitiveness

Algorithmic visibility is one of the most critical findings. Ranking systems influenced by:

e review scores,

e price competitiveness,

e reply times,

e conversion rates,

e OTA-sponsored programs,

determine which listings appear on the first page. Since most consumers rarely look beyond the
first few listings, visibility becomes a highly valuable commodity — controlled not by suppliers,
but by platforms.

5. Airbnb’s Role in Expanding Accommodation Supply

Airbnb emerged repeatedly in the analysis as a transformative force. It not only expanded supply
by adding millions of peer-to-peer listings but also shifted consumer expectations toward:

o authenticity,

o local experiences,

o flexible lodging options,

e long-term stays for remote workers and digital nomads.

This diversification challenges hotels and traditional OTAs, pushing them to innovate.

6. COVID-19 Intensified Digital Dependence

The pandemic accelerated digital reliance more than any other historical event. During
uncertainty, travelers sought:

o flexible bookings,

o safety information,

o last-minute availability,

e rapid updates,

o options for cancellations or changes.

OTAs that provided these effectively gained market relevance during and after the pandemic.
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7. Mobile Apps Are Now the Primary Booking Channel

A major finding is that mobile apps drive a large proportion of travel bookings. Travelers prefer
mobile because it provides:

e instant confirmations,

o location-based suggestions,

e saved payment information,
« faster browsing experiences,
e app-exclusive discounts.

This places OTAs at a significant advantage over many hotels whose websites are not optimized
to the same standard.

8. Technological Innovation Continues to Consolidate OTA Power
OTAs invest heavily in advanced technologies such as:

e Al-driven personalization,

« dynamic pricing engines,

« chatbots for automated assistance,

o immersive visual content (AR/VR),

o predictive analytics,

e multi-service super-app ecosystems.

These features enhance user satisfaction and reinforce consumer loyalty, widening the
competitive gap between OTAs and smaller suppliers.

DISCUSSION

1. OTAs Have Become Structural Power Brokers

The findings show that OTAs now act as regulators of the digital tourism marketplace. They
control not just bookings, but visibility, trust mechanisms, and market access. Their algorithms,
policies, and design choices shape competitive outcomes.

2. Consumer Behavior Reinforces OTA Dominance

Travelers reward OTAs by consistently choosing them as their preferred planning and booking
channels. This reinforces platform power, attracts more suppliers, and amplifies network effects.
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3. Supplier Dependency Creates Long-Term Strategic Risks

While suppliers benefit from OTA exposure, dependency has serious consequences:

e loss of direct relationships,

« vulnerability to algorithmic changes,

e rising commission fees,

e reduced brand loyalty,

« inability to influence booking conditions.

Over time, this may erode competitiveness for small and independent businesses.

4. Algorithmic Visibility Creates Unequal Competition

OTA algorithms reward listings that already perform well, creating a “winner-takes-most”
environment. Smaller or newly established suppliers face barriers to ranking improvement,

reinforcing market inequalities.

5. Technology Continues to Tip the Balance Toward OTAs

OTA technological superiority — fueled by immense resources and sophisticated data analytics
— ensures they remain ahead of most suppliers. As Al and automation continue to advance, this
gap is expected to widen.

6. Hybrid Distribution Is Necessary for Supplier Sustainability

The findings clearly suggest that suppliers must:

e invest in direct channels,

e create direct-booking incentives,

« enhance website/mobile design,

e strengthen CRM systems,

e reduce over-reliance on third-party intermediaries.

A balanced distribution strategy allows suppliers to enjoy OTA visibility while preserving long-
term independence.

CONCLUSION

The transformation of tourism distribution over the last two decades has been shaped more
profoundly by Online Travel Agencies (OTAs) than by any other force. What began as digital
alternatives to traditional travel agents has evolved into a sophisticated, data-driven ecosystem in
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which OTAs act as central hubs connecting millions of travelers with suppliers worldwide. The
analysis throughout this assignment demonstrates that OTAs are no longer simple
intermediaries—they have become structural power brokers whose technological capabilities,
brand influence, and algorithmic systems redefine how tourism products are discovered,
evaluated, and purchased.

From a consumer standpoint, OTAs deliver the convenience, transparency, and speed that
modern travelers expect. Their intuitive interfaces, comprehensive filtering tools, verified review
databases, and seamless booking processes remove much of the uncertainty historically
associated with travel planning. The rapid shift toward mobile-based travel behavior further
reinforces OTA dominance, as smartphones make spontaneous and flexible booking possible in
ways traditional channels never offered.

For suppliers, however, the OTA landscape is characterized by both opportunity and
vulnerability. On the positive side, OTAs provide unmatched global reach, helping small and
independent businesses tap into diverse markets. They also offer professional marketing
infrastructure, real-time reservation systems, and stable demand flows. Yet these benefits come
with significant constraints: high commission fees, restricted access to guest data, and heavy
dependence on ranking algorithms that determine platform visibility. Such dependencies
diminish supplier autonomy and place them in competitive environments they do not control.

A recurring theme in the findings is the growing gap between OTA technological capacity and
the digital capabilities of most suppliers. OTAs continue to invest aggressively in artificial
intelligence, dynamic pricing tools, automated communication features, and immersive content,
further strengthening their dominance and widening the competitive distance. These innovations
not only influence traveler preferences but also shape platform-driven standards for trust,
relevance, and user experience.

The COVID-19 pandemic accelerated digital adoption, reinforcing the role of OTAs as essential
intermediaries during times of uncertainty. Travelers sought flexible options, real-time updates,
and clear policies—needs that OTAs were well-equipped to meet. This period proved that digital
intermediaries are not just convenient additions to the industry; they are now indispensable
components of global tourism infrastructure.

Looking ahead, the future of tourism distribution will not be defined by eliminating OTAs but by
strategically integrating them into balanced distribution systems. Suppliers who rely exclusively
on OTAs risk long-term vulnerability, while those who develop strong direct channels can
reduce dependence without sacrificing visibility. Strategies such as loyalty programs, direct
booking incentives, improved websites, targeted social media engagement, and personalized
communication are essential for maintaining autonomy in a platform-dominated ecosystem.

In conclusion, OTAs will continue to play a central role in tourism distribution, setting
technological standards and influencing both consumer expectations and supplier strategies.
Their dominance is rooted in convenience, trust, and global connectivity, but it also brings
challenges that suppliers must manage proactively. The key to sustainable competitiveness lies in
adopting hybrid distribution strategies that leverage OTA benefits while safeguarding direct
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relationships, profitability, and brand identity. In a world where digital platforms increasingly
shape market realities, suppliers that adapt intelligently will be best positioned to thrive in the
evolving tourism landscape.
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