0 IR Co-funded by the
U Erasmus+ Programme
M Of the European Union

digitourism

Module 2: Online Travel Buying Behaviour and Digital Distribution Channels for Small

and Medium Sized TouriSmM ENtEIPriSES .......uuuiiiiieeiiiieeeiie e 2
P2 O N 101 (o o 15 ox 1 o] o 2
2.1 Consumer Buying Behaviour in TOUFSM .....coieeeiiiiieiiiiii et e e 3
2.2 Online Consumer Buying Process in TOUMSM ..........uuuiiiiiieeiiiiiiiiies e ee e 4
2.3 Factors Affecting Travel Buying Behaviour Online .............cccccciviiiiiiiiiiiiniininnns 10
2.4 Digital Distribution Channels for Tourism and Hospitality Businesses................ 14
2.4.1 Online Direct DIStriDULION .........iiiiieiceeee e e eeeees 16
2.4.2 Online Indirect Distribution through Travel Meta Search Engines ................... 18
2.4.3 Online Indirect Distribution through Online Travel Agents ..........ccccoevvveevieeennn, 18
2.4.4 Online Indirect Distribution through Global Distribution Systems..................... 21
2.4.5 Online Indirect Distribution through BackIinks ..., 22
2.5 Choosing Online Distribution Channels ..., 23
P2 S o Tox (1] o o USRI 24
SUPPIEMENTAINY RESOUITES .....uuiiiiiiiiiiiiiiiiiiiiiiiiiiii bbb eeeeenennnes 25
] (=] (=] [T 26
ASSESSMENT QUESTIONS ..ceeeiiiiiiee e e e e ettt e e e e e e e ettt e e e e e e e e e e et e e e e e e e e eeeeeanaeeeaeees 31



0 IR Co-funded by the
U Erasmus+ Programme
M Of the European Union

digitourism

Module 2: Online Travel Buying Behaviour and Digital Distribution Channels for Small
and Medium Sized Tourism Enterprises
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Istanbul Medeniyet University

Learning Objectives
After reading this unit, the reader will be able to:

e know the meaning of travel buying behaviour;

e understand visitors’ buying process or journey and the role of marketing during
the process;

e explain the distribution channels and the critical role of digital distribution
channels for tourism and hospitality businesses;

e list and describe direct and indirect online distribution channels for service
providers in tourism and hospitality industries;

¢ tell the factors to consider when selecting online distribution channels for

service provider in tourism and hospitality industries.

2.0 Introduction

Development of information and communication technologies (ICT), particularly
internet and mobile technologies, have changed many aspects of modern life including
how people get education, interact, work and shop. It has also changed how tourists
make travel plans and decisions, search for travel information, and purchase tourism
products. ICT and internet have fundamentally altered the business models and
distribution channels in tourism. Tourism and hospitality enterprises have also changed
their business model in the face of changing travel behaviour and technology (Buhalis
& Sinarta, 2019; Yuan et al., 2019). Many travellers started to use service providers’
websites, applications or the online travel services rather than brick-and-mortar travel
agencies or tour operators to book their trips. Online travel booking through
mobile/tablet and desktop is the most favoured booking vehicle (Businesswire, 2022).
According to STRATOS, 82% of all travel bookings around the world took place without
human interaction in 2018 and for the first time, more than half of all European travel
bookings were made online in 2019 (Businesswire, 2022). Led by Europe's two largest
markets (the U.K. and Germany), online bookings are projected to continue to climb.

By 2021, Europe will surpass the U.S. to have the highest online penetration of any
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other region (Phocuswright Research, 2020). Although some people are distracted by
the perceived risk and lack of trust associated with online purchase, it is projected that
worldwide online travel industry will grow with a compound annual growth rate of
10,58% from 2021 to 2027 (Businesswire, 2022). Online bookings continue to increase

as more and more consumers purchase tourism and travel related products online.

This module explains the online travel buying process, and factors influencing
online buying behaviour of visitors. More specifically, it looks at how prospective
visitors search for information, evaluate tourism and travel services, make purchase
decisions, and share their experiences with others online, and the factors affecting the
online travel buying process and decision making. The module also examines direct
and indirect online distribution channels that service providers can use to make their

tourism services available for the use and consumption of potential visitors.

2.1 Consumer Buying Behaviour in Tourism

Consumer behaviour generally refers to human behaviour in the context of
consumption. More specifically, consumer behaviour refers to the ‘processes involved
when individuals or groups select, purchase, use, or dispose of products, services,
ideas, or experiences to satisfy needs and desires’ (Solomon, 2020, p.583).
Accordingly, online consumer behaviour in tourism is concerned with the following

questions:

e How do visitors become aware of travel and tourism products that may satisfy
their needs and wants?

e How are visitors triggered to buy travel and tourism products online?

e How do visitors search for, evaluate and purchase tourism and travel products?

e What are the buying stages decision making styles of visitors online?

e What are the visitors’ post consumption behaviours such as satisfaction or
dissatisfaction, loyalty or desertion, and positive or negative publicity?

e What factors influence online buying behaviour of travellers/visitors?

This section of the module specifically focuses on the online buying process of

travellers and the factors that influence this process.
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2.2 Online Consumer Buying Process in Tourism

As more and more people buy travel and tourism products online and digital
environments present many opportunities for reaching tourists and marketing travel
and tourism products, it is important to understand and respond to online visitor
journeys and behaviours. The classical consumer buying process as a rational and

linear process involves the following hierarchical steps (Lemon and Verhoef, 2016):

1) Problem Recognition: Customers became aware that they have a need, want, or
problem that can be satisfied through a purchase.

2) Information Search: Customers seek information regarding a product (goods or
service) that can meet a need, want in the best possible way given the buying criteria

and customer values.

3) Evaluation of Alternatives: Customers compare alternative products in terms of

buying/selection criteria.
4) Purchase: This is the stage where customer buy, and use or consume products.

5) Post-purchase Behaviour: Customers make an evaluation regarding the
purchased product which is reflected in complaints, satisfaction, dissatisfaction, loyalty

and good or bad publicity.

However, with the development of digital communication channels on the
internet, the proliferation of media, increasing power of electronic word of mouth and
online influences, consumer decision-making process has become a more circular
journey involving trigger, initial consideration; active evaluation; moment of purchase;
post purchase experience and loyalty loop (Figure 1) (Court et al., 2009). These stages
are called consumer decision journey or consumer/customer journey which is

explained below.

1-Triggers: A trigger is a stimulus that starts the consumer buying / decision journey.
This stage is also named as the awareness stage. Triggers are the stimulus that
generates interest and awareness in a product or service (Court et al., 2009).
Consumers may be triggered to buy products by way of their needs, wants, problems,

advertisements in on TV, print and digital platforms, word-of-mouth communications,
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exposures to goods and services, and comments and suggestions from friends and

relatives. There should be triggers for buying travel and tourism products. A trigger in

Figure 1. Consumer Decision Journey

consideration of
set purchase

Source: Court et al., 2009.

the context of travel and tourism reminds individuals that they have a problem that can
be resolved with travel and tourism products, holidaying or visiting a destination. These
triggers may be internal like physical and psychological exhaustion and missing loved
ones or external like a must do business trip, neighbours returning from a holiday
suntanned, an outdoor or digital display advertisement, and picture of a friend on
holiday in the social media. Below are some online and offline triggers for travel and

tourism products:

e Outdoor advertisements.

e Mass media advertisements (TV, Radio, Newspaper).

e Digital advertisements including banner or display advertisements search
engine advertisements, remarketing.

e E-mails to previous customers.

e Websites and business applications.

e Social media postings and advertisements.

e Posters in public places and local travel agents.
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e Travel influencers’ social media postings or blogs.
e Destination / brand blogs.

e Holidaying programs on TVs, trade fairs, free travel magazines, brochures.

There are two critical roles of travel and tourism marketers at this stage. The
first is to use promotional text, audio and video messages and advertisement that
trigger demand for travel and tourism products in the target market. The second is to
create awareness about peoples’ needs and problems and how your tourism related

brand, a holiday or your destination can satisfy them.

2-Initial Consideration Set: Initial consideration set includes goods and services that
consumers have preferences, some sort of impressions and preconceived ideas
(Bosomworth, 2015). Once a desire for travel and tourism product or holiday is
identified, the next step is the initial consideration of a set of travel and tourism products
including destinations, flights, accommodations, or package tours. Initial consideration
of travel and tourism products are usually based on previous experiences with, or
impressions of, the products stored in memory. These preferences, impressions and
ideas may be based on previous use of, and satisfied experiences with, travel and
tourism products; word of mouth, or e-word of mouth, online customer reviews, online
or offline advertisements, online and offline visibility, and conversations with friends
etc. If the travel and tourism product is a familiar and frequently purchased product,
people may act and purchase without seeking further information. In order to be in the
consideration set of travellers, tourism and hospitality businesses should do the

following:

e Satisfy current customers.

e Make above the line advertising online and offline.

e Create high brand awareness and visibility online and offline.

e Foster positive word of mouth online and offline.

e Keep contact with travellers after consumption through database marketing, e-

mails or social media.

3-Active Evaluation: Active evaluation is the stage where consumers gather
information about alternative products, compare and evaluate them in the light of their
needs, wants, problems or expectations (Court et al., 2009). But it is usually the case

that most people travel to different places every time they travel and they actively
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engage in information gathering about destinations, accommodations, flights etc.
Potential visitors may seek additional information from external sources such as
internet, personal sources (family, friends), providers of specific tourism and travel
products (airlines, hotels, tour operators, travel agents), and public sources (media,
social media, destination management organisations. Business websites, product
review sites, consumer review sites, news reports, and conversations with family and
friends and internet can be used as sources of information (Bosomworth, 2015; Court
et al., 2009). At this stage, consumers eliminate products that do not meet their buying
criteria or products that do not have requested product features and benefits. Active
evaluation stage is also called zero moment of truth (ZMOT) by Google. The ZMOT is
the time when the consumer researches a product, mostly online, prior to purchase

and sellers’ knowledge (Lecinski, 2014).

There are two activities potential visitors do during active evaluation: 1) Gather
information about alternative travel and tourism products and compare, and 2)
Evaluate them in terms of selection or evaluation criteria in the light of their needs,
wants, problems or expectations. At this stage, travel and tourism marketers should
learn information sources of their target market and provide timely, accurate and
relevant information about their products. Table 1 shows the most important online
sources used by leisure and business travellers (Google Travel Study, 2014). As can
be seen from Table 1, search engines, service provider websites and applications, and
online travel agencies are the most used online information sources for travel and

booking information.

Potential visitors spend enough time to gather information about travel and
tourism products in order to reduce risks and uncertainties regarding travel and tourism
products. These risks and uncertainties may be related to product
performance/functional risks, financial risks, social risks, physical/health risks,
psychological risks and time loss risks (Forsythe and Shi, 2003). There are high risk
and uncertainties involved in travel and tourism due to the following: 1) travel and

tourism products are bought sight unseen; 2) There is physical and cultural distance
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Table 1: Online Information Sources Used in Travel Planning

ONLINE INFORMATION (%) ONLINE INFORMATION (%)
SOURCES FOR LEISURE SOURCES FOR BUSINESS
TRAVELLERS TRAVELLERS

Search engines 60 Hotel sites/apps 60
Hotel sites/apps 48 Search engines 55
Online travel agency 40 Airline sites/apps 53
Airline sites/apps 39 Online travel agency 45
Map sites/apps 38 Map sites/apps 45
Travel review sites/apps 36 Car rental sites/app 44
Travel search sites/apps 33 Travel review sites/apps 42
Destination specific sites/apps 30 Travel search sites/apps 38
Social networking sites/apps 26 Destination specific sites/apps | 30
Car rental sites/app 22 Travel planning sites/apps 29

Source: Google Travel Study, June 2014, Ipsos MediaCT.

between guests and hosts in tourism; 3) Most tourism and travel product are intangible
services; 4) The financial cost of travel and tourism products is high and visitors cannot
return them if they are not satisfied with the experience. In order to reduce risks and
uncertainties, travel and tourism marketers should give tangible cues about the

intangible services. These cues may be:

e Pictures, videos, live broadcasts about your organisation, facilities and location
on digital channels.

e Online virtual tour of your organization and facilities.

e Quality of your website.

e Website security certificate.

e Strong brand image.

e Representation in Google Business Profile and trade and business directories.

¢ Visibility in travel search engines and online travel agencies (OTAS).

¢ Visibility and representation in brick and mortar travel agents and tour operators.

e Customer reviews and scores (Website, OTAs, Meta Travel Search Engines,
Review sites).

e Price.
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e Your organizations' membership to professional organizations.
e References of famous people and influencers.

e Quality certificates / Rewards.

Another role of marketers at this stage is to help target markets evaluate the
services of the business. In order to do that, marketers should learn target markets’
selection or evaluation criteria, feature these criteria in marketing communications and
repeat them in their communications with potential visitors. Selection or evaluation
criteria are the most important attributes of the marketing mix that consumers value
when making a purchase. Location, price, brand image, quality, availability, variety of
facilities and services are some of the most important attributes visitors use when

buying travel and tourism related products.

4-Moment of Purchase: This is the stage where consumers decide to purchase a
product perceived as the most acceptable option in the given situation. This stage is
coined as first moment of truth (FMOT) by Procter and Gamble where consumers
prefer a product or brand over competition and purchase (Garret, 2020). The role of
marketing people at this stage is to learn obstacles to buy (through chatbots, e-mail,
text messaging, Google Analytics, telephone etc.) and remove these obstacles. These

obstacles may be related to availability, payment, booking, services required etc.

5-Postpurchase Experience: Post purchase experience refers to actual use or
consumption of products, post-purchase service requests (Lemon and Verhoef, 2016)
and customers’ future attitudes and behaviours regarding the product like
loyalty/disloyalty, positive/negative publicity and word of mouth about the product, and
suggestion/disapproval of the product. Post purchase experience is also called second
moment of truth (SMOT) (Bosomworth, 2015) and not only does this stage provide the
experience to inform the next decision making journey for the consumer but it also
provides the ease and means to share these experiences (so called brand foot print)
for future consumers to follow (Bosomworth, 2015; Court et al. 2009). Marketers should
engage in the following marketing activities at this stage:

e Reducing cognitive dissonance (conflicting thoughts and emotions about
consumer’s purchase) through cancellation and refund policies, post-purchase
service quality, price and quality guarantees, flexible booking policies,

supportive and confirmatory messages, advertisement and e-mails.
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e Providing services as promised and expected.
e Measuring satisfaction and dissatisfaction and complaints during and after
service delivery.

e Managing customer reviews online.

6-Loyalty Loop: Loyalty loop refers to the automatic buying behaviour of satisfied
consumers when the same need, want, or problem is triggered again. Consumers
repurchase the same good service or brand based on previous positive experience,
trust and close relationship (Bosomworth, 2015). If consumers are satisfied, they
become loyal customers and brand advocates. Customer satisfaction and loyalty is
critical for customer lifetime value and customer equity. Satisfied customers become
loyal and repeat guest, buy other products from the company, spread positive Word of
Mouth online and offline, suggest new product ideas to the company, and they do not
sue companies. Unsatisfied customers may never buy again, sue companies and

demand compensation, and spread negative word of mouth online and offline.

2.3 Factors Affecting Travel Buying Behaviour Online

There are many factors that affect online buying of travel and tourism products.

Main factors are briefly reviewed below.

Consumer Characteristics: Demographic profile of prospective visitors is one of the
consumer characteristics that can have an influence on purchase of travel and tourism
products online. Demographic variables are the attributes of people that can be
measured and studied objectively. These attributes may be related age, sex, education
level, race, income level, area of residence etc. Empirical studies on the impact of
demographic variables on online purchase of travel products yielded conflicting results.
One research on the subject has shown that gender and race did not influence online
buying of travel and tourism related products (Weber and Roehl, 1999). But other
studies claimed that women buy more online travel related products than men while
others found support for the opposite (Sanchez et al., 2022). Similarly, some studies
have found that senior individuals with higher levels of education, and income are more
likely to purchase travel and tourism related products online (Amaro & Duarte, 2013).
Yet, other studies indicated that younger consumers were more likely to purchase
online, and education and income did not affect the use of online platforms to buy travel

10
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and tourism products (Amaro & Duarte, 2013). Although there are conflicting studies,
the following consumer characteristics are positively related to buying travel and
tourism related products online (Amaro & Duarte, 2013):

e Knowledge and frequency of use of internet/computer.

e Prior online shopping experience.

e Having a positive attitude toward the Internet and online shopping.

e Higher levels of travel frequency and experience.

e Searching for travel information online.

e Traveling for business purposes.

e Personal characteristics such as innovativeness, opinion leadership and

involvement with online purchasing.

Perceived Risk: Perceived risk refers to ‘the potential loss perceived by a consumer
in considering the purchase of travel online when compared to the purchase of travel
offline’ (Amaro & Duarte, 2015, p.67). Some people perceive online buying and
transactions as risky and perceived risk is negatively related to consumers’ intentions
to purchase travel and tourism related products online (Amaro & Duarte, 2016).
Apparently, perceived risks reduce trust on online channels. As explained above, there
are a number of factors that increase risks involved in international travel and tourism.
This means that tourism and hospitality businesses should strive for reducing
perceived risks of online buying. Cooperating with partners who already have a good
reputation and strong brand like OTAs; developing strong brand image and a good
reputation (Grabner-Kraeuter, 2002); getting positive customer reviews and comments
online; giving tangible cues about intangible services; developing their own apps,
evidencing proof of the security of the online platform, communicating directly and
constantly with customers, and addressing privacy issues can help reduce perceived

risks for travellers.

Trust: Trust in the context of online travel shopping is the expectation of online
prospective travel buyers that they will not be mislead, manipulated or exploited by
online service provider (Corritore et al., 2003). Trust on websites and digital channels
also influences attitudes to online shopping. Some costumers do not regard internet
as a safe and reliable transaction channel for shopping (Bourlakis, Papagiannidis, &

Fox, 2008). Trust seems to influence intention to buy travel and tourism products

11
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through its effect on perceived risk and general attitudes to online shopping (Amaro &
Duarte, 2016). In order to increase trust in online platforms, tourism and hospitality
service providers can offer service guarantees, and warranty of refund; provide up-to-
date and accurate information, improve perceived e-customer values, emphasise
security of the platform and privacy of the personal information, and keep the line of
communication open with customers (Amaro & Duarte, 2016; Fam, Foscht, and
Collins, 2004).

Privacy and Security Concerns: Many prospective travellers are unwilling to use
digital channels due to information-privacy and payment-security concerns (Chen et
al., 2013). Studies have confirmed that people who have privacy and security concerns
regarding online shopping are reluctant to buy travel and tourism products online (Agag
and El-Masry, 2016; Ponte et al., 2015). The measures explained above to build trust
and reduce risks can also be used to address privacy and security concerns for online
platforms.

Perceived Customer Values: Customer values in the context of digital platforms are
the benefits consumers get from buying a particular product online relative to the
sacrifices made. Online platforms of tourism and hospitality providers provide many
benefits or so called customer e-values including lack of cognitive effort involved,
control or utilitarian value, value for money, and emotional value (fun and enjoyment
using a travel website) (Mohd-Any et al., 2014). Online travel and tourism related
platforms can provide functional, emotional, social and monetary values (Chang et al.,
2019). Some researchers conceptualised customer e-values as monetary, quality-of-
benefits, social status, information, and preference values and these values are
positively related to purchase intention on travel websites (Talwar, et al., 2020). Still,
some other researchers noted that perceived relative advantages of online platforms,
namely convenience, timesaving, financial benefits, product variety and enjoyment,
influence intentions to purchase travel products online indirectly through trust and

attitude to online shopping (Amaro and Duarte, 2015).

Online Consumer Reviews and Ranking: Online customer evaluation on service
providers’ website, travel review sites and other digital platforms like social media and
travel meta search engines is another factor that can have a profound effect on

consumers’ buying decisions and online purchasing of travel and tourism products.
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Research has shown that online positive customer evaluations of tourism and
hospitality service providers with numerical rating increases both booking intentions
and consumer trust (Spark and Browning, 2011). Another stream of research has
indicated that positive electronic word-of-mouth (eWOM) increased purchase intention
and negative reviews influenced all aspects of online purchase negatively (Cantallops
and Salvi, 2014).

Website Quality: Website quality, also named e-service quality, e-servicescape or
website atmospherics, plays an important role in the purchase of travel and tourism
products online. Website quality refers to ‘the degree to which an electronic service is
able to effectively and efficiently fulfil relevant customer needs’ (Fassnacht and Koese,
2006, p.25). Another widely accepted definition defines e-service or website quality as
‘the extent to which a web site facilitates efficient and effective shopping, purchasing,
and delivery’ (Parasuraman et al., 2015, p.217). Different dimensions are used to
measure website quality. For example, Hasan & Abuelrub (2011) identified four
dimensions of website quality including the quality of the content, the design of the
website, the structure of the website and a website’s usability. User-friendliness, trust
in the website and the appearance of the website are used to measure the quality of
website user experience (Sauro, 2015). According to Fassnacht and Koese (2006)
three dimensions of e-service quality are: environment quality (graphic quality and
clarity of layout); delivery quality (attractiveness of selection, information quality, ease
of use, technical quality), and outcome quality (reliability, functional benefit, emotional
benefit). Parasuraman et al. (2005) identified efficiency, system availability, fulfilment,
privacy and e-service recovery as the parameters of website quality. In the context of
travel and tourism businesses, functionality, usability, security, and privacy are used to
measure website quality (Ali, 2016). Research in the tourism and hospitality context
has shown that website quality increases a positive attitude toward and trust in a
website, which leads to increased intentions to buy tourism and travel-related products
from the website (Law, 2019).

Perceived Behavioural Control: Perceived behavioural control refers to the extent to
which an individual believes he/she has the sufficient capacity and resources to
perform a particular behaviour (Brookes, 2021). If prospective travellers perceive that
they have the capabilities and resources to purchase travel and tourism related

products online, then they are likely to buy them online (Amaro & Duarte, 2016).

13
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Complicated websites, limited payment options, technical problems encountered on
the website, inaccessibility of service provider online, and unaviability of the websites
in consumers’ languages may be some of the factors that reduce the perceived

behavioural control of prospective travellers (Amaro & Duarte, 2016).

Satisfaction with Previous Online Purchasing: Consumer satisfaction with an
online service provider’s website, known as e-customer satisfaction, may result in

repurchase intentions and loyalty (Curras-Perez, et al., 2017).

2.4 Digital Distribution Channels for Tourism and Hospitality Businesses

Distribution refers to the process of making products available to consumers for
use and consumption (Kotler and Armstrong, 2018). Distribution channels are
organisations that perform all the functions required to link producers with end
customers’ (American Marketing Association, 2022). Distribution in the context of travel
and tourism refers to bringing visitors together with destinations and tourism
businesses. Distribution channels in tourism provides ‘the link between producers of
tourism services and their customers’ (Gartner and Bachri, 1994, p.164). The
distribution channels in tourism consist of organizations that bring together visitors,
tourism businesses and destinations. Distribution channels provide competitive
advantage (Buhalis, 2001), financial performance (Abdullah et al., 2021) and growth
(Pearce & Tan, 2004) for tourism and hospitality businesses. Distribution function for
tourism service providers is a bit different from manufacturers of physical goods.
Manufacturers of physical goods produce products in the factory and transport and
push them towards end consumers directly or through wholesalers or retailers. But
tourism and hospitality services are produced and consumed simultaneously at service
providers’ premises and destinations, and the role of distribution in tourism is to move
and pull travellers or visitors towards destinations and service providers’ premises.
Distribution channels in tourism attract and direct the consumer towards the destination
and tourism businesses. Furthermore, tourism services are perishable and cannot be
stored. If they are not consumed or used when they are ready, there may be huge
amount of economic loss due to unused and idle service capacity. This necessitates
an effective and efficient distribution system. Main function of distribution channels in
the context of tourism and hospitality are as follows (Buhalis, 2001; Hudson and
Hudson, 2017, Middleton and Clarke, 2001):

14
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e Information provision and travel advice.

¢ Designing travel plans.

e Reservation and ticketing.

e Promotion of destinations and tourism businesses.

e Acting as distribution and sales network for tourism businesses.

e Bringing together individual tourism products and creating a package tour.

e Capacity utilization guarantee and risk taking on behalf of the service
providers.

¢ Organising travel services and package tours at low prices for visitors.

e Providing service quality and satisfaction assurance.

e Provision of other services (visa, transfer, foreign exchange, etc.).

Since tourism products are intangible and there is often physical and cultural
distance between producers of travel and tourism services and visitors, and tourism
products are bought ‘sight unseen’; travel purchase decisions are based on available
written, visual and virtual information. Information is the lifeblood of the tourism and
hospitality industries. So, internet and digital channels is the perfect tool for travellers
to organise their travel and holiday in an efficient and effective way by collecting travel
information and purchasing travel and tourism products. Main benefits of using online
channels for travellers are the following (Agag & El-Masry, 2016; Casal¢ et al., 2010;
Ryu, Choi and Cho, 2021):

e Lower cost of searching, planning and purchasing travel and tourism products.

e Easy comparison of different destinations, service providers, products and
prices.

e Customisation of tourism products in line with traveller's expectations and
needs.

e 7/24 accessibility.

e Provision of visual and virtual image of intangible travel and tourism products
before actual purchase.

e The comfort of booking from home and saving of time and effort.

e Variety of package deals and price-saving options online.

15
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2.4.1 Online Direct Distribution

In this type of online distribution (Figure 2), the tourism business directs the
visitors to its own business and products without the help of any online independent
intermediaries. The service provider is responsible for the distribution of its own
product. There is no intermediary between the company producing the service and the
potential visitor. Potential visitors purchase directly online from the business providing
the service. Businesses provide information directly to consumers, making it easier for
consumers to get information, make reservations and purchases and organize their
travel. Service provider is responsible for promoting, distributing and selling. No
middlemen are involved. Extensive digital marketing skills are required (quality
website, business app, digital ads, social media, blogs etc.) for online direct
distribution. Tourism and hospitality businesses use website and booking engine,
business app, e-mail, computer reservation systems (CRS), property management

systems (PMS), web reservation form, and toll-free numbers to communicate with

Figure 2: Online Direct Distribution
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WEBSITE AND BOOKING ENGINE, APPLICATION, E-MAIL, PMS, CRS,
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TOURISM AND HOSPITALITY SERVICE PROVIDERS

potential visitors and get bookings. There are many advantages of online direct

B

distribution for service providers such as:
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No commission is paid to middlemen.

More consumer data is collected and service provider has a better chance to

develop customer relations and loyalty programs.

More control on service quality and customer satisfaction.

No dependence on intermediaries.

e Service provider has a chance to develop brand image in the market.
There are also some drawbacks of online direct distribution:

e Dedicated website and booking management are required.

Website may be lost among thousands of websites.

Marketing power of OTAs and global distribution systems (GDSSs) is not used.

Visibility and access are limited across the world.

More marketing expenditure and expertise are required (quality website, digital

ads, contents, etc.).

Figure 3: Online Indirect Distribution through Travel Meta Search Engines
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2.4.2 Online Indirect Distribution through Travel Meta Search Engines

Travel meta search engines are search engines for finding, listing and ranking
travel and tourism service providers’ websites by way of keyword search. They are not
platforms for making reservations. If service providers bid (pay) for ranking high in the
search results lists, they have a better chance of ranking high in the search results
page. When travellers search for relevant travel and tourism related products, relevant
service providers are listed in search results page. Some meta travel search engines
like Google Travel, direct travellers to the web page of businesses that provide tourism
services, as well as to an online travel agency (Figure 3). On the other hand, some
meta travel search engines like TripAdvisor direct travellers directly to online travel
agencies (Figure 3). In such cases, service providers should have connectivity with
online travel agencies to appear in the first ranks in meta travel search engines result
pages. Meta search engines work on pay per action basis (pay per click or pay per
acquisition) for the sponsored websites. If service providers become a sponsor for the
meta travel search engines, then they have a higher chance of being listed in the first
ranks of search results page and being found by potential travellers. Top five travel
meta search engines are Google Travel, TripAdvisor, Wego, Kayak, Skyscanner and
Trivago. Meta search engines provide increased online brand visibility, price
transparency and comparison, increased bookings, informed choice and better
decision making through customer reviews. Online indirect distribution through travel
meta search engines has also some disadvantages such as the cost of being listed in
the travel meta search engines, and the risk of not being noticed in the search engine

results pages.

2.4.3 Online Indirect Distribution through Online Travel Agents

Online travel agencies (OTAs) are online intermediary businesses that sell
individual tourism and hospitality services or package tours on behalf of the service
provider for a certain amount of commission or markup. In general, online travel
agencies do not buy in bulk from individual service providers. They charge a
commission when a property is booked. They use application programming interface
(API) technology to access service providers’ rates and inventory. They offer a variety

of services including travel information, booking, package tours, travel insurance, etc.
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Figure 4: Online Indirect Distribution through Online Travel Agents (OTAS)
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Table 2: Major Online Travel Agency Groups

Online Travel Agency Sub-Brands Worldwide Share of
Group Revenue-2021 (%)
Booking Holding Booking.com, Priceline, Agoda, 35

Rentalcars.com, Kayak (Meta travel search
engine), Opentable, Rocketmiles,
Fareharbor, Hotelscombined, Cheapflights,

Momondo

Expedia Group Expedia, Hotels.com, Orbitz, Travelocity, 28
Hotwire, Wotif, Trivago (Meta travel search
engine), Ebookers, Vrbo, Cheap Tickets

Expedia Media Solutions, Expedia Partner

Solutions.
Airbnb Airbnb Plus, Beyond by Airbnb 19
Trip.com Ctrip, Qunar, Skyscanner (Meta travel search 10
engine)

Source: Sub-brands are compiled from company websites. Revenue shares are from

https://www.statista.com/statistics/935028/revenue-distribution-of-leading-otas-

worldwide/
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Travel agents can specialize in serving specific market segments (business
travellers) or selling products of certain service provider (cruise). Online travel
agencies can be reached directly or indirectly through travel meta search engines by
visitors (Figure 4). Four OTA groups, hamely Booking Holding, Expedia Group, Airbnb
and Trip.com dominate the online world travel market (Table 2). Online travel agencies
account for 37% of the total online travel market worldwide and Expedia and Booking
have the vast majority of OTA leisure and business travel market share in 2021
(PhocusWire, 2022). Some of these online travel agencies have their own travel meta
search engines. For example, Booking Holding owns Kayak, Expedia owns Trivago
and Trip.com owns Skyscanner. Main advantages and disadvantages of using online

travel agents are summarised below.
Advantages Of OTAs for Service Providers:

e Increased online brand visibility.

e Increased market coverage and bookings.
e Price transparency and comparison.

¢ Reduced expenditure for online marketing.

e Trust gained through OTAs brand and customer reviews.
Disadvantages of OTAs for Service Providers:

¢ High commissions charged.
e Restrictive cancellation policy may deter demand.
e The need to invest in multi-channel management.

e Dependency on big OTAs.

Online travel agencies are a convenient online indirect distribution channels for
small and medium sized tourism and hospitality businesses. Because most small
businesses do not have the economic power or technical expertise for online (digital)
or offline marketing across the world. Statistics show that the share of online hotel
bookings by OTAs in Europe have risen from 19,3% in 2013 to 27.1% in 2021 and this
trend is likely to continue (Schegg, 2022). Almost all of brick and mortar travel agents
and tour operators like Tui and Thomas Cook have now online presence and they

actually play the same role as online travel agencies for online travel buyers.
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2.4.4 Online Indirect Distribution through Global Distribution Systems

A global distribution system (GDS) is a computerized network system that
connects travel agencies with service providers. Global distribution systems are
actually computer programs that travel agencies use when making real-time
reservations for services such as hotels, airlines, car rentals, cruises and ferries, and
trains. GDSs connect subscribed online and brick and mortar travel agencies with
service providers (Figure 5). GDSs do not hold inventory of service providers. But they
have computerized connectivity (usually through APIs) and have access to service
providers database and reservation systems. A travel agency can check the availability
of hotel rooms, flight seats or availability of rental cars on behalf of their clients and
book through GDSs (Figure 5). Leading GDS systems are Amadeus, Sabre and
Travelport (Travelport bought Galileo and Worldspan). Despite the growth of online
travel agencies like Expedia and Booking, GDSs are still used to promote tourism and
hospitality services to the business and corporate travel market globally (SiteMinder,
2022).

Figure 5: Workings of Global Distribution Systems
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The pros and cons of using GDSs as online distribution channel is given below.

PROS:

e 24/7 access to service providers’ inventory.
o [Effective in attracting international travellers, especially business travellers.

e Pricing transparency and offer of best rates to customers.
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e Making service providers’ product available to many international clints and
saving on marketing expenditure.

e Good business model for travel agents (online and offline).

CONS:

e High cost for service providers (commission for travel agents and access to

GDSs).
e Cost of managing different online channels in the face of changing inventory

and prices.

2.4.5 Online Indirect Distribution through Backlinks

Backlinks, also called inbound links or incoming links, are links from one website
to another website with an anchor text (Moz, 2022). Backlinks on social media, travel

trade directories, blogs and affiliate sites can serve as an indirect distribution channel

Figure 6: Online Indirect Distribution through Backlinks
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for tourism and hospitality business (Figure 6). Backlinks can divert traffic to service
providers’ website. Backlinks can also help service provider be found in search

engines.

Therefore it is important for tourism and hospitality business to have backlinks
on their social media accounts (Facebook, Twitter, LinkedIn), major business and
travel directories (Yellow pages, Google Business Profile, Wikivoyage, The Bed &

Breakfast Directory, Foursquare, Lonely Planet etc.), travel blogs and affiliate sites.

2.5 Choosing Online Distribution Channels

There are a number of factors that should be considered when determining the
online distribution channels and These factors are briefly review below (Hudson and
Hudson, 2017).

1-Market Coverage: Online distribution channel should be covering service provider's
target market in terms of geography, language and demography. For example, if a
tourism and hospitality business targets potential visitors in Brazil and wants to use
OTAs as distribution channel, then it should have connectivity with OTAs such as
Despegar and Decolar which have high market share in this country. On the other
hand, if a tourism business targets potential visitors in China, it should have online

connectivity with Trip.com (Ctrip).

2-Cost of Distribution Channels: The cost of distribution should not be high and drain

on profitability.

3-Value Positioning and Image: There should be a congruence between image of
prospective online distribution channel and value position and image of the tourism
and hospitality business. For example, a luxury five star hotel using dorms.com as
distribution channel would not be appropriate. Dorms.com is a distribution channel for

hostels and student accommodation.

4- Motivation of the Distribution Channels: Distribution channels should have the

motivation to feature and sell service providers’ services.

5- Characteristics of the Service Provider: There should be fit between business

concept, product features of the service provider and online distribution channels used.
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For a full service luxury hotel, cheapoair.com would not be the ideal distribution

channel because cheapoair.com target budget travellers.

2.6 Conclusion

More and more travellers are turning to online distribution channels for
searching for and buying tourism and travel related products. For this reason, it is
important for tourism service providers to understand the online buying process and
behaviour of potential visitors and various online distribution channels that can be
used. This module has looked at the online travel buying process and behaviour
(recently termed as online consumer journey), the factors that affect online buying of
potential visitors as well as online direct and indirect distribution channels that can be
used by tourism and hospitality businesses. Finally, factors tourism and hospitality
businesses need to consider when selecting online distribution channels are

summarised.
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Assessment Questions

1) Which of the following concepts describe processes involved when consumers
select, purchase, use, or dispose of products, services, ideas, or experiences to
satisfy their needs and desires?

a) Consumer behaviour b) Customer satisfaction c¢) Customer loyalty

d) Customer value

2) Which of the following factors influence online buying behaviour of travellers?

a) Perceived risk b) Trust in the website c¢) Website quality d) All of them

3)Which of the following is not among top three online information sources for leisure
and business travellers.

a) Search engines b) Service provider websites c) Online travel agencies d) Social
networking sites

4)Online distribution through online travel agents (OTAS) represent one of the direct
online distribution mechanisms for tourism and hospitality service providers.

a) True b) False

5)Travel meta search engines are platforms that make reservations on behalf of
travellers.

a) True b) False

6) Global distribution systems are online intermediary businesses that sell individual
tourism and hospitality services or package tours on behalf of the service provider for
a certain amount of commission or markup

a) True b) False

T) i are the organisations that make products available to
consumers for use and consumption.

a) Product manufacturers b) Distribution channels c) Marketing organisations
d) Communication channels
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8) High commissions charged is one of the .................... of online travel agents for
tourism and hospitality service providers.
a) Advantages b) Disadvantages c¢) Channels d) Website

9) What is the right order of the circular consumer buying process, also named as
consumer journey or consumer decision journey?

1)Triggers

2)Evaluation of alternatives
3)Moment of purchase
4)Initial consideration
5)Post purchase experience

a)12345 h)54321 )14235  d)34215

10) Please match the concepts on the left with the correct definitions on the right.

1-Backlinks a) It is one of the big online travel agency groups
2-Travel Meta Search b) They are links from one website to another
Engine website with an anchor text

3- Loyalty loop c) Thy are search engines for finding, listing and

ranking travel and tourism service providers’

websites by way of keyword search

4- Expedia Group d) It refers to the automatic buying behavior of
satisfied consumers when the same need, want,

or problem is triggered again

a) la, 2b, 3c, 4d b) 1b, 2c, 3d,4a c¢)lc, 2d, 3a, 4b d)1d, 2a, 3b, 4c
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