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Abstract
This report looks at how Online Travel Agencies (OTAs) have totally changed how travel services are distributed, which is important for the tourism industry. The main aim is to understand the huge impact OTAs, such as Expedia, Booking.com, and Airbnb, have had on old-school travel agents and the businesses that offer travel stuff, like hotels. We also analyze the good things and bad things about using OTAs for both the people who travel (consumers) and the businesses (suppliers).
We use existing data and look at how people decide to book travel online, especially using ideas like the Theory of Planned Behaviour. The main findings show that OTAs win with consumers because they make booking super easy and let you compare prices fast. For businesses, though, this convenience is very expensive because of high commission fees, which can be up to 30% sometimes. Traditional travel agents mostly had to change their job to be specialized consultants instead of just booking tickets.
The discussion focuses on the "OTA Paradox"—how businesses must get visibility from OTAs but at the same time, this visibility makes them loose money. Since the pandemic, travelers want more safety and flexibility. So, distribution plans must change. This report recommends that tourism businesses must focus hard on their own direct websites, use customer data to give special offers, and work with small, niche websites to get the best kind of customer. OTAs are here to stay, but companies need a smarter way to work with them while building their own customer base. This is the key to future success in tourism distribution.
1.0 Introduction 
Tourism is a huge global service industry, and how the service gets to the customer—the distribution channel—is maybe the most important part. For many years, you had to go to a travel agent or maybe call a hotel directly. Now, that old way is almost completely gone because of the internet. The biggest change agent is the rise of the Online Travel Agency, or OTA (Buhalis, 2003).
OTAs are like big online shops for everything travel. Giant companies like Expedia, Booking.com, and Airbnb have completely changed the game. They made it possible to plan your whole trip—the flight, the hotel, the car—all on your phone or laptop.
This report is going to study how these OTAs have totally transformed the rules for everyone in tourism. Our assignment asks us to focus on The Role of Online Travel Agencies (OTAs) in Shaping the Future of Tourism Distribution Channels. We need to see how they pushed out traditional travel agents and then weigh up the benefits and the costs of using OTAs, both for the people travelling and the travel companies themselves.
The reason OTAs became so big is simple: they gave people lots of choices and made travel planning easy. Before, you might call five hotels; now, you type once and see hundreds (Xiang & Gretzel, 2010). This change is really about consumer behaviour. People are used to digital stuff now; they want instant info and the best deal, and OTAs are designed to deliver exactly that.
But not everything is good. While travelers love it, hotels and tour operators feel like they must use OTAs because that's where all the customers are. This means they pay very large commission fees, sometimes up to 30% of the room price, which really hurts their profits. We are going to explore this power imbalance in detail (Smith & Johnson, 2022).
2.0 Literature Review 
This section sets the stage by reviewing the old distribution systems, how the digital age changed tourist habits, the definition of OTAs, and the theories that explain why people book online.
2.1 Traditional Distribution and Digital Shift 
For a long time, travel was sold through a slow, multi-layered system. At the top were the Suppliers (hotels, airlines). They sold their inventory in bulk to Tour Operators (wholesalers) at a big discount. The tour operators would bundle these into packages. Then, the Retail Travel Agents on the high street would sell these packages to the public for a commission.
The system worked, but it was inefficient and the customer was far away from the actual business. Getting information was hard, and comparing prices was nearly impossible. The power was with the agents who controlled the sales (Buhalis, 2003).
The internet changed this forever. The new Digital Tourist wants four main things:
1. Transparency: They want to see everything, especially the total cost, upfront.
2. Instant Information: They expect instant results and confirmation.
3. Reviews: They rely heavily on what other people (peers) say about a hotel or service. They trust other travelers more than the brand (Xiang & Gretzel, 2010).
4. Mobile Access: They book everything on their phone, often while they are already travelling.
This shift took the power away from the travel agent and gave it to the consumer. This process is called disintermediation cutting out the old middleman—but it immediately led to re-intermediation creating the new digital middleman, the OTAs.
2.2 Online Travel Agencies (OTAs) Explained 
An OTA is essentially an online platform or app that sells travel services directly to the public. They are not just online versions of old agents; they are high-tech platforms that act as giant aggregators.
Their business model is mostly commission-based. When a hotel room is sold through Booking.com, the hotel gives the OTA a percentage of the room price (15% to 30%) (Smith & Johnson, 2022).
There are two main types of big OTAs:
1. Full-Service OTAs (Expedia and Booking.com): These companies sell everything: flights, cars, hotels, and packages. They spend huge amounts of money on marketing (SEO) to make sure they are always the first result when you search on Google. Their main strength is being a "one-stop-shop."
2. Specialised/Sharing Economy Platforms (Airbnb): Airbnb started by letting people rent out spare rooms, creating a completely new type of inventory. While different from hotels, it acts as a massive distribution channel for short-term rentals, offering "experiences" and "local stays" that appeal to travelers looking for something different (Tussyadiah, 2015).
The critical point is that OTAs are primarily technology companies. Their investment in apps, algorithms, and market dominance makes them a required partner for almost any business that wants to be seen globally.
2.3 Consumer Behaviour Theories 
To understand OTA success, we must look at how and why travelers choose them. We use two main theories.
The Theory of Planned Behaviour (TPB): TPB says that a person’s decision to book on an OTA is based on their intention, which is shaped by three things:
1. Attitude: How much the person thinks the OTA is a good idea. OTAs create a positive attitude because they are seen as convenient, trustworthy, and offering the best deals.
2. Subjective Norm: The social pressure. Since everyone books on Expedia or Airbnb and posts about it, using an OTA becomes the 'normal' thing to do. If your friends say, "Just use the app," you will too.
3. Perceived Behavioural Control (PBC): The feeling that the task is easy and you are in control. OTAs have user-friendly apps that make the complex task of finding a hotel in a new city feel very easy and manageable. You feel confident you can find and book what you need (Tussyadiah, 2015).
When all these factors are strong, the traveler's intention to use the OTA is very high, and they book there.
The Consumer Decision-Making Process: OTAs have hijacked the steps a consumer takes before buying.
1. Need Recognition: (I need a holiday.)
2. Information Search: This is where OTAs win. The search almost always starts on Google, and OTAs pay lots of money to be the first link. They simplify this stage by putting all the information—prices, reviews, pictures—in one place (Xiang & Gretzel, 2010).
3. Evaluation of Alternatives: OTAs are the perfect comparison tool. You can sort hotels by price, rating, distance, or even if the breakfast is good. This makes it easy to compare dozens of options quickly.
4. Purchase Decision: OTAs use urgency tricks like "Only 1 room left!" to rush the customer into booking right away on their platform.
By controlling the Information Search and Evaluation stages, OTAs make themselves a non-negotiable step in the booking journey.
3.0 Methodology 
This project report is based on secondary, qualitative research. We are not doing new interviews or surveys; instead, we are doing a detailed analysis of data and information that is already out there.
Research Approach: The approach is both descriptive and analytical.
· Descriptive: We describe the current market situation, including the OTA business models and consumer booking habits.
· Analytical: We use this data to look critically at the pros and cons, assess the success of different company plans, and create strong recommendations. This involves using the theories from Section 2 to explain why the real-world evidence looks the way it does.
Data Collection: All the information comes from secondary sources:
1. Academic Journals: Published papers on tourism, hospitality, and e-commerce that give us the theoretical background (like those from Buhalis).
2. Industry Reports: Market studies from big organizations (like the UNWTO) and business firms that give us real statistics on things like market share and post-pandemic travel trends.
3. Company News: Public reports and news articles about Expedia, Booking Holdings, and Airbnb, which help us build our case studies and see their strategies in action.
This methodology is appropriate because it lets us analyze a global industry using reliable, existing data, fulfilling the criteria for a critical project report.
4.0 Findings: OTA Impact and Case Studies
This section shows the key findings about how OTAs have changed the industry. It starts with the overall effect and then looks at specific examples.
4.1 Impact on Traditional Agencies
When OTAs came, they took away the traditional travel agent’s main selling point: exclusive information. Since travelers could now book flights and simple trips themselves faster online, thousands of high-street agencies had to close their doors. Their job of just selling tickets was gone.
The agencies that survived had to quickly change their business. They shifted from being simple booking clerks to specialized travel consultants (Smith & Johnson, 2022).
· Niche Focus: They stopped selling simple holidays and now focus on complex, high-value trips like custom safaris, complicated multi-city tours, or luxury cruises. These trips need expert knowledge that an app can’t provide.
· Human Support: They offer a personal safety net. In times of crisis (like the pandemic), customers who booked with a human agent often got refunds and rebooked faster than those who dealt with big, slow OTA call centers (UNWTO, 2024).
So, OTAs did not totally kill the travel agent, but they forced them to become much more valuable and specialized to survive.
4.2 Booking.com and Hotel Dependences
Booking.com is one of the most powerful OTAs in the world, especially for hotel bookings. Their success is built on two things.
1. Trust and Content: They show thousands of verified reviews and lots of detailed, clear information. This makes the traveler feel very confident and in control when booking (high PBC).
2. Pay-Per-Stay: Hotels only pay commission after the guest stays and pays, which is a low-risk offer for the hotel.
The problem they create is massive dependence. Because Booking.com is so good at advertising, they are often the first link a customer clicks. Hotels must be listed there to be seen globally. This dependence allows Booking.com to demand high commissions (up to 25%) and often enforce Rate Parity, meaning the hotel can't sell the room cheaper on its own website. This limits the hotel’s profit hugely and makes it very difficult for them to push direct bookings. The hotel is trapped, needing Booking.com’s visibility but hating the cost.
4.3 Expedia's Inventory Power 
Expedia (which owns Hotels.com, Vrbo, etc.) has a different main focus: packages and loyalty.
1. Package Deals: Expedia is excellent at bundling flights and hotels together. Travelers love this because it saves time and often money. For the hotel, selling a room as part of a package is less transparent, allowing them to sell it to Expedia at a big discount without undercutting their public price.
2. Merchant Model: Expedia often buys the inventory (rooms) from the hotel at a wholesale price and then sells it to the customer at their own price, taking the risk and the profit. This helps them manage huge global inventory.
3. Loyalty: The Expedia Rewards program encourages customers to keep booking with them to earn points. This is a smart way to lock in repeat business and make the customer less likely to book direct with the hotel (Kotler & Armstrong, 2021).
Expedia's power comes from its size and its ability to cross-sell every part of a trip, making it a powerful global distribution channel. They have lots of inventory.
4.4 Airbnb’s Accommodation Shift 
Airbnb was not like a traditional OTA; it started by creating a new market(the sharing economy)by allowing regular people to rent out their homes and spare rooms (Tussyadiah, 2015).
1. Unique Stays: Airbnb succeeded by offering unique, non-hotel accommodation like treehouses, local apartments, or tiny homes. This appeals to the modern traveler who wants a "local experience."
2. Peer-to-Peer Trust: The platform works based on a two-way review system: guests review hosts, and hosts review guests. This builds a strong sense of community trust, which encourages people to use the platform (Subjective Norm).
3. Experiences: They have expanded to sell tours and activities, making them a distribution channel for local service providers, too.
Airbnb massively disrupted the traditional hotel industry by introducing huge, untaxed, unregulated competition right into city centers. It is a major distribution player that forces hotels to constantly rethink their pricing and service to compete with unique, local offerings. It's a huge shift in where people sleep when they travel.
5.0 Discussion
5.1 Evaluating Consumer Trends 
OTAs are so successful because they perfectly understand and manage how people travel today. Let's look at the behavioural trends.
The Convenience Trap: Travelers have a very strong positive Attitude (TPB) that booking should be easy, fast, and simple. OTAs provide this so well that they have created what we call a Convenience Trap. Customers often use the OTA by default because they assume it's easier and cheaper, even when the direct hotel website might have a better, more complete deal. They don't bother to check anywhere else.
The Power of Social Proof: Travelers trust reviews almost more than anything. This is the Subjective Norm in action. OTAs use this by making reviews the most important part of the listing.
· My critique is this: This reliance on review quantity means small, new, excellent hotels might be missed for an okay-but-big chain hotel that has thousands of reviews. Travelers feel safe following the crowd. OTAs know this and they use it to rank listings.
Price Focus vs. Actual Cost: People are very focused on the lowest price. OTAs use a sneaky psychological trick. They show a low price upfront to hook the customer. Then, when the traveler is already far into the booking process, they add on all the fees (taxes, service charges). Because the customer has spent time searching and choosing (a high Perceived Behavioural Control investment), they are less likely to abandon the purchase, even if the final price is much higher. They just want to finish the booking.
The shift in customer behaviour is clear: people prioritize ease and trust provided by the big OTA brands over loyalty to the actual service provider (Yoo & Lee, 2019). This is the biggest problem suppliers face.
5.2 The OTA Paradox: Pros and Cons 
The main conflict for tourism businesses today is the OTA Paradox. They need the OTAs to get customers, but the OTAs are also hurting their business financially (Smith & Johnson, 2022). We have to look closely at the good things and bad things about this.
The Pros (Visibility and Reach):
· Massive Marketing: OTAs spend huge money on global advertising and getting high rankings on Google. Listing on an OTA instantly gives a small hotel global visibility it could never pay for itself.
· Trust and Technology: OTAs provide a free, reliable, multi-lingual booking system. Customers trust the OTA brand for safe payment and quality assurance.
· Filling Rooms: OTAs are excellent at selling rooms during quiet, low-demand times when the hotel would otherwise be empty. They guarantee a baseline of business.
The Cons (Profitability and Relationship):
· High Commissions: Paying 15% to 30% commission on every single booking cuts into the hotel’s profit hugely. The cost of "getting noticed" is massive.
· Loss of Customer Data: The OTA owns the customer. The hotel often doesn’t get the guest’s email or contact info until they are about to check in. This makes it impossible for the hotel to build loyalty, market to the guest directly, or encourage them to book again without paying commission.
· Rate Parity: The demand that the hotel must not sell the room cheaper on its own website than on the OTA severely restricts the hotel's ability to offer direct-booking discounts. They are forced to pay commission on sales they should have made themselves for 100% profit.
It is clear: businesses need OTAs to survive in the short term, but that dependence is killing their long-term profits and their customer base.
5.3 Post-Pandemic Context and Dynamics
The pandemic was a major test that changed things again, giving suppliers a small window to fight back.
The Need for Trust and Flexibility: During the pandemic, there were mass cancellations. Customers who booked directly with the hotel or airline often found it easier to get refunds or change dates than those who booked through the huge, complicated OTAs. This created a new behavioural trend: travelers now prioritize flexibility and trust when booking (UNWTO, 2024).
· This realization briefly shifted the Perceived Behavioural Control back to the supplier. A customer thinks, "If I book direct, I know I'm dealing with the business that holds my money, and I have more control."
Supplier Fight Back: Hotels and other suppliers saw how much commission they lost on canceled bookings and realized they needed to be less dependent.
· They improved their own websites and booking engines.
· They aggressively marketed direct-booking incentives that were not about price, but about value (e.g., "Free airport pick-up when you book here!").
· They focused on personalization. Using their own data, they can send targeted offers to past guests that OTAs cannot match.
The Rise of Niche Platforms: Post-pandemic travelers often look for more unique, less-crowded, and sustainable places. This created a boom for smaller, niche distribution channels—sites focused only on adventure travel, eco-tourism, or local experience providers. These niche sites charge much lower fees but deliver a very high-quality customer. The future is a hybrid strategy—using OTAs for basic visibility but focusing resources on direct and niche channels for the most profitable, repeat customers.
6.0 Conclusion
OTAs, like Booking.com, Expedia, and Airbnb, have been the main reason tourism distribution changed so much. They brought huge transparency and convenience, which is why they align perfectly with modern customer demands for fast, easy, and comparable booking experiences. The platforms are so powerful because they manage the traveler’s Attitude and Perceived Behavioural Control so well.
The analysis showed the problem of the OTA Paradox: businesses need the OTAs for global reach, but this necessity costs them a huge percentage of their profits and stops them from building loyalty with their own customers. This forced old travel agencies to become specialized experts, proving that human service is still important for complicated or high-value travel (Smith & Johnson, 2022).
However, the pandemic showed the weakness of the big OTAs in a crisis. This gave suppliers a clear chance to fight back by focusing on direct channels, emphasizing trust and flexibility, and improving their own digital tools. The future distribution plan must be hybrid. Businesses must use OTAs smartly for their reach but must also focus aggressively on direct bookings, loyalty, and personalization to ensure they own their customer and keep their profits.
7.0 Recommendations 
To overcome the challenges of OTA dependence and thrive in the changing market, tourism businesses must adopt a smart, hybrid strategy. These four recommendations focus on profitability and customer ownership.
Recommendation 1: Use the OTA for the 'Billboard Effect' (Don't Compete on Price).
The "billboard effect" means customers see the hotel on the OTA but then search for the hotel’s own website. Businesses need to capitalize on this free advertisement.
· Strategy: Never offer the same price on the direct website. Instead of lowering the price, increase the value.
· Examples: Offer direct bookers things that cost the hotel less than the OTA commission (20%): a free room upgrade upon arrival, free breakfast, or a discount on spa services.
· Rationale: The traveler sees the price is the same, but the total value is much higher on the direct website. This encourages them to book directly, saving the hotel the commission fee, and allowing the business to capture the customer’s data. This is better for everyone.
Recommendation 2: Aggressive Investment in Loyalty and Personal Data.
Businesses need to own the customer data if they want to survive long term.
· Strategy: Make it super easy and free to sign up for a simple loyalty program on your website. Use this program to capture the customer’s email address right away and get permission to market to them.
· Action: Use the customer data (like what room they booked last time or what activities they liked) to send them highly personalized offers.
· Rationale: Repeat direct business has a 0% commission cost. By offering discounts only to loyalty members, the hotel can work around the Rate Parity rules and build a long-term relationship, making the customer less likely to go back to the OTA (Kotler & Armstrong, 2021). This is a smart game to play.
Recommendation 3: Smart Inventory Diversification (Move Beyond the Giants).
Putting all your eggs in the Booking.com basket is too risky and expensive.
· Strategy: Use a tiered approach. Use the huge OTAs (like Booking/Expedia) only to get maybe 60-70% of necessary bookings, keeping prices high there. Then, use the rest of your inventory for cheaper, niche platforms.
· Action: Invest in Meta-Search sites (like Google Hotels or Kayak) because they often charge lower referral fees and push traffic directly to your website. Also, list on small, specific platforms that fit your business (e.g., an eco-tourism site if you are a green hotel).
· Rationale: Diversification reduces risk and helps target high-value customers who look for specific experiences, not just the cheapest deal.
Recommendation 4: Market Direct Booking as the Crisis-Proof Option.
The biggest post-pandemic lesson is that people value security.
· Strategy: Clearly advertise on your direct website that you offer priority customer service for refunds, rebooking, and cancellations compared to the OTAs.
· Messaging: Use phrases like: "Book Direct: We promise simple, human service if your plans change," or "Priority Refund Guarantee."
· Rationale: This capitalizes on the current consumer fear and anxiety about travel disruptions. It addresses their need for trust and flexibility (UNWTO, 2024), giving them a very practical reason to choose the direct channel over the OTA. This is a very smart move to win.
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9.0 Appendices 
Appendix A: Simulated OTA Commission Rate Estimates
	Distribution Channel
	Estimated Commission / Fee Rate
	Customer Data Ownership

	Booking.com (Agency Model)
	15% – 25%
	Low

	Expedia (Merchant Model)
	20% – 30% (Wholesale Rate)
	Low

	Hotel Direct Website
	0%
	High


Appendix B: Key Consumer Behaviour Theories Applied
	Theory
	Concept Applied to OTAs

	Theory of Planned Behaviour (TPB)
	OTAs increase positive Attitude and Perceived Behavioural Control.

	Consumer Decision-Making Process
	OTAs dominate the Information Search and Evaluation stages.



