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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 are essential in the hospitality industry as they determine how services such as hotel rooms are delivered to customers. These channels include direct booking platforms, online travel agencies (OTAs), global distribution systems (GDS), and travel agents. Selecting the appropriate distribution channels is a strategic decision that directly impacts a company’s market reach, revenue, and competitiveness. Several key factors influence this choice, including customer characteristics, product nature, company resources, and market conditions.
One of the most significant factors is customer characteristics. Understanding customer behavior, preferences, and booking patterns helps companies determine the most effective channels. For instance, business travelers often prefer direct booking channels due to convenience, corporate agreements, and loyalty programs. In contrast, leisure travelers tend to use OTAs to compare prices and access deals. Additionally, younger consumers rely heavily on digital platforms and mobile applications, while older customers may still prefer traditional travel agents. Therefore, companies must align their distribution strategies with customer preferences to enhance accessibility and satisfaction (Buhalis & Law, 2008).
The nature of the product or service also plays a critical role in channel selection. Hospitality services are intangible and perishable, meaning that unsold rooms cannot be stored for future sales. This creates a need for efficient and wide-reaching distribution channels to maximize occupancy. For example, budget hotels often depend on OTAs to reach a large audience quickly, while luxury hotels may prioritize direct channels to maintain brand image and customer relationships. Furthermore, the reliance on online reviews and ratings for service evaluation makes digital distribution channels particularly important in hospitality (Law et al., 2009).
Another important factor is the company’s resources and capabilities. Large hotel chains typically have the financial and technological capacity to develop advanced booking systems, mobile apps, and loyalty programs that encourage direct bookings. These tools reduce dependency on third-party intermediaries and improve profit margins. In contrast, smaller or independent hotels often lack such resources and rely on OTAs for visibility and customer acquisition, despite the high commission costs. The level of technological adoption and investment significantly influences the effectiveness and choice of distribution channels (O’Connor & Frew, 2002).
Market conditions also strongly affect distribution channel decisions. In highly competitive markets, companies often adopt multi-channel distribution strategies to increase visibility and attract customers. During periods of low demand, hotels may rely more on OTAs and offer discounts to boost occupancy. Conversely, in high-demand situations, such as festivals or peak tourist seasons, hotels may focus on direct bookings to maximize revenue and reduce commission expenses. Technological advancements, including artificial intelligence and mobile booking platforms, further shape distribution strategies by enabling real-time pricing and personalized offers (Kimes, 2009).
Additionally, channel control and intermediary relationships are important considerations. While intermediaries such as OTAs expand market reach, they reduce a company’s control over pricing and customer relationships. Rate parity agreements may limit pricing flexibility, and reliance on intermediaries can weaken brand loyalty. As a result, many companies aim to strengthen their direct distribution channels while maintaining a balanced presence across multiple platforms.
A practical example can be observed in global hotel chains like Marriott and Hilton. These companies invest heavily in direct booking systems and loyalty programs to reduce reliance on intermediaries. At the same time, they continue to use OTAs to reach new customer segments and fill excess capacity. This balanced approach allows them to optimize both revenue and market exposure.
In conclusion, the choice of distribution channels in the hospitality industry is influenced by a combination of customer characteristics, product nature, company resources, and market conditions. Understanding these factors enables companies to design effective distribution strategies that enhance customer reach, improve operational efficiency, and maximize profitability. A well-balanced approach that integrates both direct and indirect channels is essential for long-term success in a competitive and technology-driven market.

References 

Buhalis, D., & Law, R. (2008). Progress in information technology and tourism management. Tourism Management, 29(4), 609–623. https://doi.org/10.1016/j.tourman.2008.01.005
Kimes, S. E. (2009). Hotel revenue management: Today and tomorrow. Journal of Revenue and Pricing Management, 8(5), 382–391. https://doi.org/10.1177/1096348008329863
Law, R., Leung, R., & Buhalis, D. (2009). Information technology applications in hospitality and tourism. International Journal of Hospitality Management, 28(2), 163–164. https://doi.org/10.1016/j.ijhm.2009.02.002
O’Connor, P., & Frew, A. J. (2002). The future of hotel electronic distribution. International Journal of Hospitality Management, 21(2), 179–190. https://doi.org/10.1016/S0261-5177(01)00078-7

image1.png




