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Abstract

BAŠKOVÁ, Barbora. Analysis of effectiveness of distribution channels in chosen hotel. [Bachelor dissertation] Institute of Hospitality Management in Prague. Prague: 2018. 47 pages. 


This bachelor dissertation aspires to analyze the effectiveness of distribution channels in a five-star luxury hotel in Prague. The main aim of the thesis is to evaluate the efficiency of twenty-six distribution channels from the five distribution groups and to create the perfect distribution mix. The research question was formulated as follows: "Which distribution channels are the most effective and beneficial for the hotel?"
The study is divided into the theoretical part which includes the fundamental information about distribution channels and their specifics. The practical part is classified into two main sectors. The first sector is based on the evaluation of secondary data and interpretation of the initial situation. The Multiple criteria decision-analysis has been conducted in the second part of the research where each channel was evaluated based on four established criteria. The research includes three revenue related criteria which are Room Revenue, Average Daily Rate and Room nights and Commission which is the cost related criteria. The weight of the criteria was measured on the basis of the Fuller's triangle. According to the results obtained, the analysis showed that the most effective distribution group is Hotel Direct with the majority of points achieved. The finding answers the research question and indicates the most beneficial and the least profitable distribution channels for the hotel. 
Key words: distribution, distribution channels, global distribution system, hospitality, online travel agents


Abstrakt

BAŠKOVÁ, Barbora. Analýza efektivity distribučných kanálov vo zvolenom hoteli. [Bakalárska práca] Vysoká škola hotelová v Praze. Praha: 2018. 47 strán.






Táto bakalárska práca analyzuje efektivitu distribučných kanálov v päť-hviezdičkovom luxusnom hoteli v Prahe.  Hlavným cieľom práce je ohodnotiť efektivitu dvadsiatich šiestich distribučných kanálov z piatich distribučných skupín a navrhnúť perfektný distribučný mix. Výskumná otázka bola stanovená nasledovne : „Ktoré distribučné kanály sú  najefektívnejšie a najprínosnejšie pre hotel?“
Štúdia je rozdelená na teoretickú časť, ktorá zahŕňa základné informácie o distribučných kanáloch a ich špecifiká. Praktická časť sa skladá z dvoch  celkov. Prvý celok je zameraný na hodnotenie sekundárnych dát a interpretáciu východiskovej situácie. Druhý celok sa zameriava na ohodnotenie distribučných kanálov podľa štyroch kritérií na základe Viackriteriálneho rozhodovania. Analýza obsahuje tri kritériá zamerané na výnosy a to sú výnosy z predaja izieb, priemerná denná cena za izbu, počet izbonocí a výdajové kritérium provízie. Váhy kritérií boli stanovené pomocou Fullerovho trojuholníka. Vzhľadom na dosiahnuté výsledky, najefektívnejšou distibučnou skupinou sa prezentovala skupina  Hotel Direct s najväčším počtom dosiahnutých bodov. Výsledok analýzy odpovedá na výskumnú otázku a uvádza najefektívenjšie a najmenej prínosné distribučné kanály pre hotel.
Kľúčové slová: distribúcia, distribučné kanály, globálny distribučný systém, hotelierstvo, internetové rezervačné systémy
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Introduction 



The hospitality industry is one of the fastest growing industries in the world. To keep up with the arising competition, it is crucial for the hotel to choose the right combination of distribution channels. Distribution is widely considered as one of the most important factors when selling the hotel's inventory that has a direct impact on the Revenue management and the profitability of the hotel. Furthermore, distribution strategy is necessary for making the products and services available for the final customers. 

While hotels were using traditional ways of distribution as the Travel Agencies and Catalogues in the past ages, those methods have been replaced by online platforms as a result of an evolution of the Internet. Nowadays, hotels still partially rely on traditional intermediaries and cooperate with Travel Agents and Tour Operators. However, majority of the reservations are made online. The favorite platforms for arranging the accommodations are Online Travel Agents as Expedia or Booking.com along with Global Distribution Systems as Sabre, Galileo, Amadeus and Worldspan. On the other hand, websites that compare different deals are gaining the popularity because of the simple accessibility of information. Furthermore, hoteliers are becoming aware of the benefits arising from direct bookings hence there is an urge to promote direct reservations more than cooperation with intermediaries. While Online Travel Agents and Global Distribution Systems require a share of the profit, direct bookings are completely free of commissions, that make it advantageous for the hotel. 

Thus, the research question set for this bachelor dissertation is stated as follows: "Which distribution channels are the most effective and beneficial for the hotel? " 

 This paper is organized in two main sections. The theoretical part gives a brief overview of the distribution channels including direct and indirect distribution.  It allows a reader to understand the issues of distribution and its specifics.

The research is based on the secondary data collected from the chosen hotel. However, deciding on the perfect distribution mix is a demanding work, the success greatly depends on the criteria. Those include Room Revenue, Average Daily Rate, Room nights and Commission. The evidence was acquired during the personal interview with the Director of Sales and Marketing and are supported by earned quantitative data. 

The core objective of the research is to evaluate distribution channels according to the chosen criteria and obtain the results of the best distribution channels and the most beneficial distribution group. The method used for evaluation is called Multiple criteria decision-analysis and is further discussed in the Methodology chapter. 

The only limitation admitted in this analysis is the lack of cost related data of distribution channels that were not possible to collect from the hotel.
Within the framework of criteria, the analysis contributed in examining the current channel distribution strategy and recommends the distribution mix for the future that can be found in the chapter Results and discussion. 
1 THEORETICAL PART 
1.1 Hospitality Industry


Hospitality is considered to be one of the fastest growing industries around the world. Although, several authors have attempted to define the word 'hospitality', according to Jones and Lockwood (2006) it is described as an operation that provides accommodation and ancillary services for people away from home. This definition can be applied to people who spend time abroad for any reason so it reckons with the traditional concept of the hotel, as well as motels, camps, hostels, hospitals and prisons.

Tefler (2000) proposed a new definition of hospitality, in which the main motivation is driven by human needs and the desire to fulfill them and to care about another human beings. It includes the desire to satisfy the needs of others, identify their problems and offer other helpful solutions. 

In the United States, the hotel industry is simply defined as a service industry providing lodging facilities (Lockwood, Jones 2006).  The generally accepted use of the word hospitality goes far beyond this definition as in the recent years it is not only about accommodation, but there exists considerable offer of additional services and a whole range of characteristic human activities.

1.2 Distribution


Distribution in the hospitality industry is recognized as being one of the most important tools for increasing the awareness about the property and for offering accommodation with additional services.
Ryglová (2011) uses the term distribution to denominate the process of making the product or service accessible to the final consumer. In general terms, it serves to identify and realize the distribution process which is necessary for product or service to get from the provider of the service to the customer.
The biggest challenge which has an impact of the prosperity of the hotel is choosing the right mix of distribution channels and the relative number of hotel rooms to be offered for sale through each channel (O'Connor and Frew, 2004). For the hotel revenue managers, it is known that the cost of selling a room through one channel is completely different than the cost of selling it through website, front desk or through a third party Internet site.

1.2.1 Distribution channels 


Distribution channels in tourism are groups of entities between tourism providers and the travelers which act as an intermediary within the purchasing process (Kracht and Wang, 2010). Kracht and Wang (2010)  identified the Tourism Distribution Channel model that distinguished the distribution system to consumers, online travel agents, web-able corporate agents, web-able tour operators, Global Distribution System (GDS), incoming travel agents, switches, destination marketing organizations (DMOs), web browser, other search engines, supplier website and meta-search engine.

1.2.2 The functions of distribution channels
· the primary function is to bridge the gap between the customer and producer
· market research 
· creating contact beneficiary for the business or prospective buyers and maintaining liaison with existing ones 
· marketing communication
· understanding the customer's needs and adjusting the offer 
· propagation and marketing promotion
· storage and distribution of goods
(Tutorsonnet.com, 2014)

1.2.3 History of channel distribution strategy  



In the past few years, the way how hoteliers determine and define inventory and rate management for room inventory has evolved rapidly. At the beginning of the 1990s, hoteliers thought that the right approach was to use rack rate as their basis for determining rate parity (Brewer, Christodoulidou, Rothenberger, 2005). Later on, rack rate served as a base for calculating the corporate rates, government rates and membership rates. Moreover, some hotels were offering their inventory through wholesalers at a negotiated discount price  (Brewer, Christodoulidou, Rothenberger, 2005). 
Burns (2002) classified that the goal for each hotelier was to find "Holy Grail" of rates that involved the single image of inventory. Single image pointed out to managing identical rates and identical availability of the rates throughout all the distribution channels.
According to Middleton and Clarke (2001), no single distribution channel would dominate the market in the future. The general rule for all hotel enterprises would be to use a variety of channels to achieve their goal of distributing rooms more effectively.

Due to the recent technological development and socio-cultural evolution, the traditional distribution channels have been substituted by online distribution channels. Until the emanation of the internet, hotels used to depend on Central Reservation System (CRS), Global Distribution System (GDS) and traditional intermediaries. The development of GDS allowed travel agents to book besides airline tickets as well as car rentals and hotel rooms (Hayes, Miller 2011). With the commencement of internet online booking started rising in the 1990s (Carroll, Siguaw 2005). The recent trend shows that most hotels are using Portfolio of Online Distribution Channels (PODC) in order to maintain marketing competition along with the control over inventory and rates (Kumar Pal, Mishra 2017). PODC is the key player in maintaining the revenue success, although the budget hotels have a very few distribution options other than distribution though PODC. 
After a while, people started to take notice of the potential that online distribution channels were introducing. Online distribution channels are cost-effective for the hotel and through them hotels, irrespective of their size and location, can reach audiences globally with better positioning.

Travelclick research showed that results of individual leisure and business bookings for the first quarter of 2015 show year-on-year growth in bookings made via OTAs (15.1%), brand.com (7.1%) and GDS (1.1%), whereas direct and CRS bookings decreased by 8.4% and 6.1%, respectively ( Barther and Perret, 2015).

1.2.4 Differences in distribution of products and services


A growing body of literature has examined that the major difference between products and services lies in the method of delivery. Products are delivered straight to the place of the sale, on the other hand, services of the hotel industry can be carried into the operation in the place of their production. Ryglová (2011) describes the types of distribution very much the same way as Lockwood (2004). According to the authors, the process of distribution of products is more simple than the distribution process of services. In case of products, the customer is reached after passing the product from wholesaler to retailer, who sells directly to the consumer. This concept appears difficult to apply to the hotel business because unlike products, hotels cannot be physically issued through warehouses, wholesalers and retail shops.

As per services, there exist more complex and dynamic ways of distribution that can be divided into two groups. The physical distribution of a product involves order processing, materials handling and inventory management, as well as packaging, transportation, storage and installation. On the opposite, when dealing with an intangible service as the hotel accommodation, the aspects of packaging, transportation, storage and installation have a different understanding. However, it is important to be aware of details such as packaging of the product in relation to its image by using brochures, postcards, letters to ensure that guest finds it easy to get to the facility.

1.2.5 Direct and indirect distribution


The first group in which service provider communicate and sell directly to the customer is called the direct distribution. This method can be applied on the front-office where the guest orders the accommodation in person or sale through the official websites of the establishment. It allows the provider to interact directly with the potential customer, exchange of the information and to observe the feedback. From the timely manner, this approach is less time-consuming. Other examples of direct distribution for the hospitality industry are E-mail, Internet Booking Engine, Mobile, Social Media, Telephone  (Jakubíková, 2012).

Following approach, known as indirect distribution is usually made through one or more interfaces. The topic of distribution is well analyzed also in the book by Jakubíková (2012) where she examines indirect distribution through traditional intermediaries and through distribution channels. Distribution interfaces are divided into two groups of mediators and intermediaries. The typical mediator is the travel agency who purchases products from different subjects (accommodation facility, gastronomical facility or  transport company) and creates a packages - tours. After creation of the packages, they sell them to the tour operators or continue with selling the packages to the final consumers. 
Intermediaries as the second group are defined as those who work for provision of the product but do not own it. The participants in this category are usually touristic information centers or tour operators. Tour operator  sells the packages, tickets, insurance and assures the trade of other services such as accommodation and car rentals for the provision.  Further replications showed that traditional distribution channels as the catalogs of tour operators or bulletins with hotel services placed on the reception are sustainably experiencing the decline of popularity and effectiveness and they are being replaced by electronic distribution channels. 

1.3 Central Reservation System 


CRS is an abbreviation related to the Central Reservation System or Computer Reservation System. Firstly operated on an Intranet computer site to manage the administration in airlines, CRS was founded in the 1970s by airline companies. By the time and growing competition were CRS declassified for the partner subjects from the field of tourism via the Internet.
CRS is a computerized system used by the hotelier to manage their online sales and marketing from the single point. It allows hoteliers to book travel arrangement for guests and view those details in any computer in the same system.
The study of Fountounlaki, Leue, Jung (2015) manifested that the rapid growth of travelers urges the utilization of powerful CRS for the administration of traffic.CRS satisfy the needs of clients thanks to the easy access and wide comparison of holidays, packages, hotels, travel, leisure and lodging services. As soon as the customers book their travel arrangements, they receive instant confirmation that enables the perspective of "last minute" bookings (Fountounlaki, Leue, Jung, 2015).
An AH&LA and STR Special report revealed that bookings through this channel were facing the significant declining share of total room reservations in 2010.In spite the fact that the high and low ends of the industry reported fewer bookings in 2010, this channel still represents about one out of every four room reserved for both luxury and upper scale hotels.

1.4 Global Distribution System 


Global Distribution System is definitely one of the most important pieces of distribution strategy that has been developed by airline companies. GDS was founded by airline companies for enhancement of the services for the customers. Since the beginning, a lot of things have changed and nowadays it is used for booking of any type of accommodation or transport. They are used by hotel brands and chains, transport companies, travel agencies and tour operators. GDS in considered to be the first electronic channel predating brand.com and OTAs by many decades. Global Distribution System was defined by Vialle (1995) as a technology system used to display services, bookings and ticketing in tourism globally.

The history dates back to 1960s when airlines felt the need to react faster to the inquiries from the customers from all around the world (Hán, Chalupa, Lustigová, Pažout, Šalda, Sochůrková, 2017). GDS is characteristic for the wide range of use, especially when booking airline tickets, hotel rooms, boat tickets, car rentals. GDS are owned by their own biggest users as airlines like joint ventures and they offer the connection between service providers and agents in travel agencies (Ryglová, 2011). The most significant difference that can be found between GDS and OTAs is the need of third-party company that actually book the room for the guest. As per the report of Green and Lomanno (2012) 84 million of rooms were booked through GDS in the United States in 2010 with generating profit approximately 10.7 billion USD.
GDS systems have raised the bar for competitiveness by providing access to several markets, creating new sources of revenue and complemeting the booking process (Brewer, Feinstein, Bai). 

1.4.1 Evolution of GDS 


Firstly, the GDS was only accessible to a broadly defined category of travel agents (TA) to book airlines and hotel rooms for their clients. This innovation was clearly profitable for the airline companies due to their increased profits and fees collected from subjects who wanted to enter the GDS. In general, at the early stages it was not accessible to the general public, but its biggest advantage was the easy way of convertibility between the potential customer and the hotel/hostel room. Early on, the accessibility to GDS was only possible through renting the special terminal however, the rental service was very costly. Just like that, revenues were generated by the commission from every reservation so only the companies with the high number of realized services were able to use this system. Later on, the access of small subjects and society was made possible by applications via the Internet. 
(Křížek, Neufus,2014)

1.4.2 Influence of GDS on the hotel 


The impact of GDS for the hotel is represented by the number of new reservations resulting from connecting the accommodation facility to the GDS. Hotel is obliged to accept all the reservations received via GDS for the dates that were not closed for sale, to pay the commission to the agent and to pay fees for the using of GDS. Hotel's right is to have the full control over its offer including inventory, payment conditions, cancellation policy, the percentage of the commission. The prices which are displayed are final ones assigned to the final customer. The client who made a reservation through GDS pays directly to the hotel by credit card or in cash which positively impact the cash flow of the facility.
(Sivek et al., 2007)

The future of the existence of GDS has stimulated many discussions among the professionals in the field. Michael Foliot, senior vice president of Galileo International, made it clear with the statement that GDSs are like "dinosaurs of reservation systems" and just like the dinosaurs, they would be around for a long time (Brewer, Feinstein, Bai).

1.4.3 The most important and well-known GDS systems 


There are three GDS systems that are considered as the pioneers in this field including Amadeus, the biggest reservation system, Sabre, the oldest commercial distribution system and Galileo-Worldspan that was integrated into one system. Instead of those mentioned above, there exist also Pegasus ODD, Infini, which operates on Japanese and Asian market and as well as Abacus which covers the area of Asia and Pacific. (Cgi.math.muni, 2006)

1.4.3.1  Amadeus


Amadeus is the biggest European reservation and information system that was founded in 1987  by the airline companies Air France, Lufthansa, Iberia and SAS. The main goal of creating this system was the unification of the European markets and the need to prevent the influence of American systems. Statistically, the system covers 65 % of the European market with the total amount 144 thousand of terminals. Amadeus offers the services of 700 airline companies, 51 thousand of hotels and 48 car rentals. More than 6000 requests are proceeded in one second by this biggest private European databank. The establishment is located in Erding, close to Munich and it is connected to the huge volume of other systems working as a whole. The main areas of cover are Europe and Latin America.
(Sivek et al., 2007)

1.4.3.2 Galileo-WorldSpan 


Galileo-WorldSpan is a GDS that was established by integration of the Galileo and Worldspan companies into one system in 2012.
At the end of 1980 the British Airlines, Alitalia, KLM and Swissair founded Galileo. The association  Covia that was running the business with the reservation system Apollo was one of the shareholders. In 1992 Galileo merged together with Apollo and the Galileo International company was created. Nowadays, the system is owned by Travelport. The system offers the services of 400 airline companies, 40 car rentals and connects 30 thousand travel agencies with the amount of 120 thousand of terminals. Galileo terminals are located in tthe areas of North America, Great Britain, Africa and the Middle East. 
Worldspan is based in Atlanta and in the datacenter of Hopeville in Georgia, USA. The system is owned by Delta Airlines, North West Airlines and TWA with the participation of Asian reservation system Abacus. Worldspan connects 50 thousand terminals and 25 thousand travel agencies and offers services of 400 airline companies, 26 thousand hotels and 40 car rentals. 
Although The Galileo system was moved to datacenter of Worldspan, they continue to run as two separate systems (Sivek et al., 2007).
1.4.3.3 Sabre 


This channel is the oldest commercial distribution system founded in 1958 in  North America and the world as well. Owned by the American Airlines it generates 40 % share of all the reservations. In the scope of Sabre, there is a smaller GDS Abacus founded in 1988 by Cathay Pacific and Singapore Airlines which database was transferred to Sabre during the mentioned year. Sabre facilitates 400 million of reservations in the amount of 71 billion USD annually. It offers the services of 700 airline companies, 45 thousand of hotels, 50 car rentals and connects 210 thousand of terminals with the dispatch of 270 million of messages daily. System residence of Sabre - Travel Information Network is located in Dallas and the datacenter in Tulsa, USA. 
(Křížek, Neufus, 2014)

Table 1 : Number of services offered by different GDS
	System/Number of
	Airlines
	Hotels
	Car rentals
	TAs
	Terminals

	Amadeus
	700
	51 000
	48
	10 000
	144 000

	Sabre 
	700
	45 000
	50
	28 000
	210 000

	Galileo
	400
	x
	40
	30 000
	120 000

	Worldspan
	400
	26 000
	40
	25 000
	50 000


source : own research 

1.5 Online Travel Agents 


Online distribution channel services are provided by specialized intermediaries known as Online Travel Agents (OTAs). OTAs are online based companies who's websites allow consumers to book different travel related services via The Internet. The main aim of OTAs is booking of hotel rooms but moreover, they can show a versatility of travel options together with trusted reviews and accurate information about the location. OTAs can offer value to the customer at all phases of the purchasing process: problem recognition, information search, an evolution of alternatives, purchase decision-making and post-purchase evaluation (Jones, 2014). Each hotel is assigned with one column from the hotel offer, including exactly one picture, the name of the establishment, one room type, its price and overall score. Reservations are accepted automatically so the direct contact with the hotel is unusual (Hán, Chalupa, Lustigová, Pažout, Šalda, Sochůrková, 2017).

1.5.1 History of OTAs


The concept of OTAs did not exist 20 years ago. It came into the consciousness together with the launch of Expedia Travel Services by Microsoft in 1996 in the USA, followed by its European correspondent Priceline in 1977.
The analysis of Duran in 2015 for HVS Global Hospitality Report revealed that this channel has the highest cost for hotels as the commission structures are reaching from 15% to 30 % of revenues generated. It is fundamental to note that hotels are working with OTAs because they have a huge marketing exposure. For instance, during the low season hotels are often not able to fulfill their occupancy forecasts so in this case, OTAs which are generating higher costs for hotels are beneficial because they can fill certain dates and bring profit. On the other side, Average Daily Rate from OTA and opaque distribution channels is the lowest among all the channels. 

Duran (2015) manifests that : "The four major online travel agents are Priceline Group, which owns Booking.com and Priceline.com; Expedia Inc., which owns Expedia.com, Orbitz.com, Trivago.com and Hotels.com; Fareportal Inc., which owns CheapOAir.com and OneTravel.com; and TripAdvisor LLC, which owns BookingBuddy.com and Tripadvisor.com, which has recently added instant booking capabilities on the website.  It is crucial for the business to choose the right and appropriate combination of OTAs which will support achieving overall revenue objective of the organization. On the 27th of February in 2018, the Priceline Group was rebranded to Booking Holdings Inc. The company started 20 years ago with Priceline.com and one type of product called Name Your Own Price, and from that, they are now global leaders doing many different things. (Carson, 2018)

 The study of Gazzoli, Kim, Palakurthi (2008) have concluded that the internet had changed the way hotels sell their inventory radically. The result of the study points to the likelihood of the success of OTAs due to their ability to adopt newer and smarter business practices. E-based intermediaries were conducted as more interesting for customers because they are able to offer the rooms for cheaper room prices than hotels or brands on their website.
Referring to Carroll's study for PhoCusWright's Spotlight  (2012) in spite of the hotel's and chain's attempt to increase the percentage of direct business, consumers still prefer booking hotels through various indirect channels. The preference to use OTAs by consumers is affected by :

1. availability of comparison shopping on the OTAs websites

2. more effective marketing done by OTAs

3. hotel booking is often a part of the larger package


Picture 1 : The main OTA players and their brands
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source: own research

1.5. 2 Cooperation between OTAs and GDS 


OTAs have evolved from the traditional travel agents who were booking the rooms for clients through GDS. This model is still working today, however, clients have the advantage to choose the hotels from GDS on the websites of the OTAs from the comfort of their home. There are two ways of cooperation between OTAs and GDS.

1. Indirect cooperation is based on the OTA who represents the agent with the access to the Global Distribution System. This agent enables to display offers of reservations through  GDS to the final customers via their website. This is the significant difference between booking via GDS where only agents have an access, not the final customers. Majority of the hotel offers are displayed not only on the GDS but also on the OTA where the prices from GDS are visible.
(Sivek et al., 2007)

2. Direct cooperation represents the traditional relationship between the hotel and travel agency. Hotel is contracted to pay the certain commission after the guest's departure or to offer discounted rates which OTA marks up by their margin.

(Sivek et al., 2007)

 1.5.3 Models of OTAs


The process of collaboration between OTAs and hotels is described by two main models. The merchant model was originally used by OTAs, but recently most of the OTAs with the biggest influence have switched to the so-called Agent model. The biggest difference that can be found between those two types of models is that the first model is based on the net contracted rates which are agreed among the hotels and wholesalers or tour operators on the other side. Because of this reason, The Merchant model is often called  'net contracted rate model'. The consumer prepays for the room and then the OTA pays the hotel according to the agreed net rate. Sale of a fixed number of rooms is one of the typical characteristics that describes the operation of this model. In this case, OTAs are presenting best available rates minus 25 to 30 % mark up. Hotels offer the significantly low rates in exchange for the visibility and more incremental bookings. However, it is not ideal for the establishment as it has the negative impact on average daily rate since this model only counts with the net rates as opposed to the rates effectively sold on the market. This model is more lucrative to the OTA in terms of margin and possibility of delay in transferring funds. (Barthell, Perret, 2015)
Almost one-third of the merchant model is formed by the opaque sites. Green & Lomanno (2012) described the meaning of opaque sites with words: "consumer who is shopping makes a commitment to purchase based on general location, rate and may not know the name of the hotel or brand." The customer only decides about the amount of money they are willing to spend and the vendor matches the hotel with the request. This concept usually works with net rates but there are also retail rates of inventory available. Some of the most known websites that are offering non-refundable opaque rates are for instance Hotwire or lastminute.com.

The agent's model popularity is steadily growing and it is represented by the biggest OTA companies as Booking.com or Expedia.com. According to the study published by HVS this model is effective for the hotels because it generates a fixed commission per booking. One of the advantages represented by this model is that guest are able to choose whether they would like to pay at the time of booking or during the process of check-out. The principle says that the guest pays directly to the hotel and the hotel pays the commission to the OTA. The commission which is paid by hotel depends on the market share and exposure guaranteed in combination with the buying power of the hotel. The situation is not so pleasant for the smaller or independent hotels since they often face OTA commissions ranging about 30 %. For the larger chains there is a possibility to squeeze them to as low as 15%. (Barthel, Perret, 2015)

In comparison with those two models, operators mostly use The Agent model because the ability to pay directly in the hotel generates higher average rate as only the full rate is accounted. On the opposite, higher revenues often lead to higher management fees to the operator and the higher credit card fees are resulting from paying at the hotel directly by credit card. While The Agent model is more flexible in allocating rooms to OTA, The Merchant model is seasonally static. (Barthel, Perret, 2015)
At last but not least, deciding about which channels to prioritize depends on the overall sales strategy of the hotel.

Table 2 : Comparison of The Merchant model and The Agent model 
	
	The Merchant model
	The Agent model 

	Rate
	Net contracted rates
Opaque rate
	Sell rates visible for guest

	Commission
	20-35% mark up from BAR
(Best Available Rate)
	Fixed commission per booking

	Payment
	Guest pays to OTA at the time of booking
	At the time of booking / check-out

	Impact on ADR
	Negative impact
	Positive impact

	Flexibility
	Seasonally static
	Flexible in allocating rooms


source : own research

1.6 Travel agency and Tour operator


In this chapter, the author will examine the terms travel agency and tour operator and indicate the main differences between those two establishments essential for distribution. Travel agency and tour operator are one of the most traditional mediums when it comes to booking the travel arrangements. Until the evolution of ICT, people were used to physically visit travel agencies where they placed an order on the accommodation from the printed catalog.

The travel agency is being described as the main operational unit in the tourism industry, which carries out activities as intermediation, organization and provision of services connected to tourism industry (Jakubíková, 2012).
Travel agency works based on the principle of the business intermediary. The products are being bought by the TA from the primary producers and then sold to the final customers, tour operators or companies. Variety of products is really wide since it incorporates not only transportation but lodging establishments, gastronomical establishment, cultural, sport and entertainment services too.
According to Act No. 159/1999 Coll.,. on the certain conditions in the tourism industry,  the travel agency is a licensed trade that organizes and sells tours and is fully responsible for its realization. On the contrary, the tour operator is bounded by the license and only interpose the sale of the conducted tour.
Functions that travel agency stand for are stated as follows -  transformational, research of consumer demand, contact, informational, implementation, educational.
Travel agencies diversify their brands among the competition by specializing in offering only the domestic destinations, foreign destinations or both of mentioned. Travel agencies usually offer specialized tours that are packages created in advance with no possibility to adjust it according to the needs of a single client. Moreover, some TAs are trying to enchant the customers by tailor-made trips that are called forfeit tours where the holiday is made in accordance to the clients wishes. 
Target market is different for each TA, because some of them prefer business made of low cost mass tourism and some of them appeal only the luxury clientele. Distribution of the products is made directly in the travel agencies, via Internet or through tour operators. (Jakubíková, 2012).


Tour operator is an intermediary who connects the producer with the customer. They work for certain markets : 
- people and companies who look for the information
- people, companies and organizations who are willing to purchase the product
- companies who need to arrange business trips, teambuilding and other activities
(Jakubíková, 2012).

1.7 Website (Brand.com)


Hoteliers today are being concerned about providing the guests with the opportunity to book their accommodation service directly via the hotel's branded website. This distribution channel was not considered to be the favorite one during the past years however, its popularity is steadily growing mainly due to the increased awareness of the advantages this channel can possibly bring to the hotel. The number of bookings via website represented 16 % of all bookings in 2010 with respect to the special report of AH&LA (2012).
From the hotel's point of view, this channel is the most appealing for the revenue and marketing purposes. Simply stated, using the website as a distribution channel is both advantageous for the guest as well as for the hotel since there are no commissions to be paid to the third party vendors. Selling the inventory via the official websites allows the responsible person to take control over how the property itself with the packages and other additional services are presented. The hotel has the full right to manage the brand.com according to their own visions and they have a right to change anything which starts with pricing and tours how they please. (Barthel, Perret, 2015)
Having the direct dialogue with the guest is another inseparable benefit that booking via Brand.com brings all together. The value of direct communication cannot be underestimated thus the more the hotel leads a direct interaction with guest the more likely the property is to create a loyal customer. A loyal customer that books through hotel's website has the higher lifetime value than the one who books via any other channel. 
It is noticeable, that many properties are taking the responsibility for  the direct bookings by offering special offers or special amenities as the gifts for those who make the reservation via Brand.com.
The same as with any kind of distribution, there are costs related to having a booking engine on the official website although, this expense can be easily tracked and costs much less than the other channels. The cost of distribution via branded website is relatively low with the share approximately 3-4% that was reported in the magazine Top Hotelierstvo.

1. 8 Metasearch engines 


Nick Cohen (2017) described metasearch engines as e one-stop price comparison platforms where a customer can view a price for a single hotel room across multiple websites. Sites within this category include Kayak, Trivago, TripAdvisor, Qunar and Google, and they are all working to simplify the travel research process for consumers.
Metasearch engines usually display offers of the hotel from well-known OTAs such as Booking.com, Hotwire, Expedia together with the offers of Travel Agents and hotel's official site (Hán, Chalupa, Lustigová, Pažout, Šalda, Sochůrková, 2017).
Metasearch engines are gaining the popularity because of their practicability for the customer. It is a unique platform which displays current rates of different hotels in a chosen destination. The key difference between metasearch engine and OTA is that meta search engine does not sell inventory. It simply displays rates that makes it convenient for the travelers who can compare rates at a glance. From the point of view of the revenue manager, meta search engines are as popular as OTAs but the commission required to pay is much lower.
(Front Desk & Reservation System for Small Hotels - Little Hotelier, 2016)
2 METHODOLOGY


This chapter presents an outline of the research methodology that was conducted by the author to obtain the results about the effectiveness of the distribution channels in a chosen hotel. The practical part is based on the interview with the Director of Sales and Marketing that was carried out for the purposes of the data collection together with the analysis of quantitative data linked to revenues related to channels of distribution. 
For the data conversion following formulas were used : 


	
	[image: image2.png]Average = —

N




	(1)


The average formula 
S - the number of terms
N - the sum of the numbers in the set of interest 
 
The secondary data were converted into the percentages based on the formula : 
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X - input data
Y - total value


Limitations to the study include the impossibility of the facility to share the cost-related information due to its sensitive content. The author has agreed with the hotel management not to mention the brand of the hotel, but to use the descriptive denomination 5-star luxury hotel in Prague for the credibility of the thesis. As a matter of fact that the hotel is a part of well-known international chain, the restrictions from the managerial side were implemented also on the numerical values with regards to the revenues that could have been included and presented in the study only in the matter of percentages. 

2. 1 Multiple criteria decision analysis 


It was indicated that the best method to adopt for this research based on the data available and collected from the establishment is the Multiple criteria decision-analysis. The aim of the Multiple criteria decision-making process is to find variance with the best merit ranking or to find the best option among many others. In this case, the main aim is to classify the variance with the best ranking and to arrange distribution channels according to their ranking from the most effective one to the least effective ones.
Multi criteria decision-making is a discipline of operation research that deals with the analysis of decision-making process in which variants are assessed by multiple criteria. Problems are described by the set of variants, set of decision-making criteria together with the ties between the variants and criteria (Borovcová, 2010). 
The initial step in the analysis is to identify the criteria. The criteria used for this analysis are as follows: Room Revenue, Average Daily Rate, Room nights and Commission. The formula below represents the process of the Average Daily Rate Calculation. The process of establishing the criteria amount is discussed in the Practical part of the thesis. 
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2. 2 Paired-wise method 

The method used in this analysis is called Paired comparison matrix or Pair-wise method. Wang, Jing, Zhang and Zhao (2009) described the process as: "In the pair-wise comparison method, participants are presented a worksheet and are asked to compare the importance of two criteria at a time: ‘‘Which one of these two criteria is more important, and how much more important?’’" The method comes from the assumption that decision-making subject is capable to review the pairs of criteria and establish which one is more important from the purposeful point of view (Píšková, 1993).

2.3 Types of criteria 


Criteria can be divided into maximization (revenues, profits) or minimization (costs, losses). By the type there exist quantitative or qualitative criteria.
For the purposes of the analysis, this paper takes into the consideration variants of 26 independent distribution channels divided into 5 main source groups of incoming hotel bookings. Each variant is evaluated in accordance to the 4 criteria that have been chosen appropriately for the research. 
For the criteria to being recognized as equivalent, minimization criteria were converted to maximization criteria in order to match the characteristics of the majority criteria with the usage of Formula 4.
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h = highest commission value
x1,2...26 = current commission value


2.4 Fuller's triangle principle 


In the terms of adequacy, all the criteria have unequal importance whereas each of them had to be weighted. The weight of criteria was assigned on the ground of the Fuller' s triangle principle. It is obvious that each pair can be compared only and exactly once (Jablonský, 2001). Non-standardized value of each criterion is set as the sum of preferences the criterion has reached in relation to the total number of comparisons that have been processed (Píšková, 1993).
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n = number of criteria 
vi = standardized weight of i-criteria
fi = number of preferences of i-criteria


At last, after assigning the weight to the whole range of variants the weighted criteria amount for each variant was summed up to reveal the results of the effectiveness. The distribution channel with the highest amount of points achieved is considered to be the most effective. 

2.5 List of terms 


For a better understanding of the topic, it is necessary to explain the main terms related to the research :

· Variants - the options for the decision-making process.
Mark of variants - Vj (j=1,2,3,4,..n)


· Criteria - aspects based on which criteria are evaluated.
Mark of the criteria - Kj (j = 1,2,3,...n)

· The weight of the criteria - denominates the relative importance of each criterion. It assigns how many times is one criterion more important than the other one. Weights are scaled in the interval (0,1) and the sum of all criteria has to be 1. 
(Brožová, Houška, Šubrt, 2003)

3 PRACTICAL PART 


The practical part of the thesis is structured into the two main categories. The first part consists of the analysis of the secondary data obtained and its accurate interpretation as the description of the initial situation. The second part is focused on evaluation and measurement of the effectiveness of distribution channels using the Multiple criteria decision-analysis and Paired comparison matrix together with the Fuller's triangle. 


3. 1 DATA ANALYSIS 

The first part of the analysis is focused on the data review and its accurate interpretation based on Table 3. The table was created for the purpose of this study to frame up an overview of the hotel's financial performance. The sheet compares the year 2017 with the year 2016 in three criteria taken. Moreover, the table points out the percentage shares of distribution channels in relation to the total value. More importantly, the five columns marked with TOTAL for HD, GDS, OTA, WRO and Web indicate the percentage share of the distribution group among the sum of all channels considered. 

Table 3 : Comparison of data collected from the years 2016 and 2017


	
	Distribution channel
	Room nights 2017
	Room night 2016
	Room revenue 2017
	Room revenue 2016
	ADR 2017
	ADR 2016

	Hotel Direct
	Reservations Office Main Line
	10,90
	10,95
	16,98
	16,33
	4,64
	5,55

	
	Reservations Office
	34,65
	31,03
	38,46
	32,21
	3,41
	3,96

	
	Admin / Other 
	5,42
	4,46
	2,34
	1,17
	3,35
	3,58

	
	Walk In
	1,41
	1,55
	1,88
	2,00
	3,94
	4,65

	
	Direct Connect
	0,23
	0,33
	0,40
	0,31
	5,07
	3,40

	
	Sales Office 
	47,39
	69,89
	39,94
	53,74
	2,53
	2,83

	
	TOTAL for HD
	52,78
	63,44
	49,46
	57,97
	22,93
	23,96

	GDS
	Amadeus 
	8,80
	4,72
	7,22
	4,99
	2,81
	4,40

	
	Galileo
	19,08
	14,35
	16,99
	12,19
	3,05
	3,53

	
	Worldspan
	1,93
	1,93
	1,64
	2,42
	2,91
	5,23

	
	Sabre
	65,50
	60,78
	69,44
	60,74
	3,63
	4,16

	
	Pegasus ODD
	4,69
	3,24
	4,72
	3,06
	3,45
	3,93

	
	TOTAL for GDS
	15,85
	13,73
	17,16
	15,43
	15,84
	21,24

	OTA
	Expedia
	53,79
	30,07
	46,81
	27,70
	3,05
	3,93

	
	Orbitz
	0,03
	0,03
	0,04
	0,03
	3,69
	3,19

	
	Booking.com
	45,42
	35,58
	52,39
	42,39
	3,36
	4,21

	
	Priceline
	0,70
	0,03
	0,71
	0,03
	2,97
	3,46

	
	Agoda
	0,03
	0,00
	0,02
	0,00
	2,07
	0,00

	
	Ctrip
	0,03
	0,25
	0,03
	0,20
	2,52
	2,76

	
	TOTAL for OTA
	15,90
	10,69
	14,64
	11,11
	17,66
	17,55

	WRO
	Trust
	11,01
	21,05
	11,07
	21,61
	4,13
	5,12

	
	Default Source Code
	0,29
	3,70
	0,28
	2,62
	3,93
	3,53

	
	Email to WRO
	0,58
	0,78
	0,46
	0,98
	3,26
	6,26

	
	Toll Fre
	84,70
	62,87
	81,72
	60,44
	3,96
	4,79

	
	SynXis Call Centre
	1,95
	0,00
	1,76
	0,00
	3,71
	0,00

	
	Central Elite Guest
	1,46
	0,58
	4,70
	0,43
	13,21
	3,69

	
	TOTAL for WRO 
	2,59
	2,35
	3,37
	3,12
	32,19
	23,38

	Web
	Mobile App
	4,50
	2,30
	4,33
	2,46
	3,64
	4,92

	
	Web
	94,44
	72,03
	94,56
	71,90
	3,78
	4,58

	
	Metasearch
	1,06
	0,27
	1,11
	0,26
	3,95
	4,36

	
	TOTAL for Web
	12,87
	9,79
	15,37
	12,36
	11,36
	13,85

	
	TOTAL
	100,00
	100,00
	100,00
	100,00
	100,00
	100,00


source : own research

The table contains of 26 distribution channels that form the strategy of distribution and revenue management. Those distribution channels are divided into the five main groups: Hotel Direct (HD), Global Distribution Systems (GDS), Online Travel Agents (OTAs), Worldwide Reservations Office (WRO), Web.


It is important to clarify the understanding of  Worldwide Reservations Office (WRO) that consists of 6 channels. The WRO is a special tool available for all the facilities in the chain to allow customers to make a reservation from any place around the globe. Firstly,  Trust is the chain's version of internal Global Distribution System and it represents the initial form of WRO. Despite being the oldest tool from this category, hotel predicts the steady decline and consecutive downfall of this channel due to its technical backwardness.
The channel Email to WRO represents the reservations created on the basis of the demand by guests demonstrated via e-mail. Continuously, company's free of charge number dedicated to making reservations is called Toll Free and can be dialed from any country. After calling this number, the employee will transfer the call to the Reservations Department of the requested property.  Likewise, the SynXis Call Centre works on the principle of a simple call center which is dedicated to making reservations. The stated call center has an informative character as well because its purpose is to make the reservations and to answer frequently asked questions, too. 
At last but not least, Central Elite Guest group handles the reservations inquiries made by the owners of the Elite Guest Cards via WRO. It is predicted by the hotel that solely Central Elite Guest and SynXis Call Centre will be beneficial for the future while other channels will slowly be abolished. 

3.1.1 Share of room nights 

Chart 1 :  Share of Room nights via distribution channels 
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The bar chart represents the percentage ratio of room nights reserved by various distribution groups. The graph compares the share of room nights via distribution channels in two years and demonstrates the changes related to the distribution. According to the diagram, it is clear that guests'  interest in booking their stay through third-party organization has strengthened up in 2017. This assumption gets along with the declined popularity of Hotel Direct and inclined volume of bookings via OTAs and GDS. However, there is only a slight increase in GDS compared to the previous year, it results in the higher amount that has to be paid to the providers. Furthermore, OTAs have remarked the growth of 5,21 % which is considerably high and not evenly profitable for the hotel. Due to the highest commission ratios required by OTAs, this result can be considered as inefficient. While the position of WRO leveled off during the past two years, the bookings made directly via hotel have experienced the sudden decline. Moreover, by dropped number of guests booking directly the hotel is most probably not likable to create loyal and returning guests. Considering the result, this performance was inadequate also in the means of decreased profit and increased costs. The only noticeable achievement that can be pointed out from the graph is the growth in reservations via the official website.  To conclude the outline of the graph, in the means of the revenue management and strategic distribution of inventory, the performance was more appropriate in 2016 than in 2017. In spite of the fact that hotel would like to cut off the distribution via OTAs and promote the direct distribution, the results from the last year are not in coincidence with that tendency.

3.1.2 Comparison of Room nights and Room revenue in 2017 

Chart 2 : Comparison of Room nights and Room revenue in 2017
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source : own research 


The Graph number 2 illustrates the comparison of Room nights and Room revenues obtained by channels of distribution in the specified year. From the total value of Room revenues in 2017 the Hotel Direct group forms the majority with 57,97 %. The number of Room nights generated by this groups still prevails with the highest volume among all other channels. The fact that the Room revenue, in this case, is higher that Room nights shows that the distribution is effective and profitable for the facility. It is obvious that there is a huge gap among  Hotel Direct and other distribution channels as there is a difference of 42,54 % in Room revenue between Hotel Direct and GDS. The GDS is the second most successful group among distribution channels from the revenue point of view. In either way, Room revenue by GDS is slightly lower that Room nights. Nevertheless, 0,42 %  difference is very small and negligible, the attention should be drawn this way. The same scenario applies for OTAs with the deviation that equals 4,79 %. This difference is higher and shows that cooperation with GDS is more efficient than the cooperation with OTAs. The variation between the revenue brought by Hotel Direct and WRO is almost non-comparable. Though, it is important to mention that WRO is the second channel that generates higher revenue than the percentage of room nights. At last but not least, category Web stands on the third place in revenue performance with a relatively small difference between Room nights and Room revenue. To sum it up, this graph manifested the huge difference between Hotel Direct and other distribution channels and pointed out whenever the channel brings more revenue than room nights or vice versa.
3.1.3 Analysis of OTA main key players 

Chart 3 : Room revenues by OTA main key players 
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The Graph number 3 demonstrates the performance of two most important key players from the Online Travel Agents during the years 2016 and 2017. Booking.com, more relevant for the European market, is represented by blue color and Expedia by red color. It is obvious from this column chart that revenues generated in 2017 by Booking.com and Expedia were higher than in 2016. This investigation is well supported by the Graph number 1 where the situation is described in the example of Room nights. It is clearly visible that Booking.com made higher accomplishments in the revenue point of view during both years. Surprisingly, the revenue brought by Booking.com rose by 10% while Expedia made an improvement of  19,11%. Time wisely, the revenues generated by Expedia were growing faster during the stated period of time. It remains astonishing that Booking.com brought higher room revenues in 2017 with the lower amount of Room nights compared to Expedia while having the highest commission amount among all the channels. Booking.com accounts for 52,39 % of revenue by OTAs with the commissionable amount of 26 %  from every reservation while Expedia accounts for 46,81 % of revenue by OTAs with the commissionable amount in average of 20,5 %. 

3.1.4 OTA customer behavior 

Chart 4 : OTA Geosource 
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For the effectiveness of the distribution, it is crucial to have an overview of customer behavior. The Geosource graph represents the OTA share of Total Revenues by countries. It is fundamental that the target group with 35 % is the United States from where the majority of guests are from. Guests from the United States are bringing the highest revenue with the highest number of room nights. Table 4 shows the presence of countries with lower Room Revenues and higher Room nights - United States, United Kingdom, Korea, France, Hong Kong. Those countries are staying longer in the facility, but they bring less revenue that means their ADR is lower than for the other countries. On the other hand, clientele from Russia, China, United Arab Emirates, Brazil and Saudi Arabia are bringing bigger revenue and they usually stay for the shorter period of time. This result can be interpreted in the way that the clientele from the second group is more demanding and they choose advanced room categories for higher prices. The most outstanding difference between the proportion of Room revenue and Room nights can be assigned to Russian guests. Those guests account for 12,82 % of Room nights and 15,06 % of Room revenues generated. The inequality was measured to 2,24 % that shows that Russian clientele is spending the highest amounts during their stays.
Table 4 : Room revenues and Room nights by Geosource

	Country
	Room Revenues %
	Room nights %

	United States
	34,70258
	37,77412

	Russia 
	15,06896
	12,82895

	United Kingdom
	12,17431
	12,60965

	China
	8,536792
	7,20943

	Korea
	5,238082
	6,030702

	United Arab Emirates
	6,761746
	5,921053

	France
	4,275416
	4,6875

	Brazil
	4,742231
	4,468202

	Saudi Arabia
	5,032913
	4,385965

	Hong Kong
	3,466971
	4,08443

	Total
	100
	100




source : own research
3.2 ANALYSIS OF EFFECTIVENESS 


The Table 5 represents the initial stage of the process of evaluation distribution channels in accordance with four ranking criteria. During the first phase of the study, the quantitative data were acquired by the author and transformed into the values in percentages based on the Formula number 2.
The four criteria used for the study remain as follows  :


· Room revenue

·  Average Daily Rate (ADR)

·  Commission 

·  Room nights.


The variance values of Room revenue and Room nights represent the participation of each channel and its share on the aggregate. To calculate the Total Average Daily Rate, the values of ADR of all the distribution channels were summed. With the completion of these steps, ADR column constitutes the proportional share of channel's ADR on the Total Average Daily Rate.
Since it was not admitted to elaborate the costs for handling distribution channels, the substitution in the means of Commissions was recommended and then gathered by the interview with the Director of Sales and Marketing department. 


Table 5 :  Data collected for analysis in percentages  

	
	Distribution channel
	Room revenue
	ADR
	Room nights 
	Commission %

	HD 
	R.O.M.L.*
	8,40
	4,64
	5,75
	0,00

	
	Res. Office
	19,02
	3,41
	18,29
	0,00

	
	Admin / Other 
	1,16
	3,35
	2,86
	0,00

	
	Walk In
	0,93
	3,94
	0,75
	0,00

	
	Direct Connect
	0,20
	5,07
	0,12
	0,00

	
	Sales Office 
	19,76
	2,53
	25,01
	0,00

	GDS
	Amadeus 
	1,24
	2,81
	1,39
	10,00

	
	Galileo
	2,92
	3,05
	3,02
	10,00

	
	Worldspan
	0,28
	2,91
	0,31
	10,00

	
	Sabre
	11,92
	3,63
	10,38
	10,00

	
	Pegasus ODD
	0,81
	3,45
	0,74
	10,00

	OTA
	Expedia
	6,85
	3,05
	8,55
	20,50

	
	Orbitz
	0,01
	3,69
	0,01
	20,50

	
	Booking.com
	7,67
	3,36
	7,22
	26,00

	
	Priceline
	0,10
	2,97
	0,11
	26,00

	
	Agoda
	0,00
	2,07
	0,01
	26,00

	
	Ctrip
	0,00
	2,52
	0,01
	26,00

	WRO 
	Trust
	0,37
	4,13
	0,29
	2,80

	
	DSC*
	0,01
	3,93
	0,01
	2,94

	
	Email to WRO
	0,02
	3,26
	0,02
	3,55

	
	Toll Fre
	2,75
	3,96
	2,20
	2,92

	
	SynXis Call C.
	0,06
	3,71
	0,05
	3,12

	
	Central Elite G.
	0,16
	13,21
	0,04
	0,88

	Web
	Mobile App
	0,67
	3,64
	0,58
	1,50

	
	Web
	14,53
	3,78
	12,16
	1,50

	
	Metasearch
	0,17
	3,95
	0,14
	18,50

	
	TOTAL
	100
	100
	100
	100


*R.O.M.L - Reservations Office Main Line 
*DSC - Default Source Code 
source : own research

3.2.1 Establishing the criteria values  


To achieve the percentages from the secondary data about Room revenues, ADR and Room rates the author counted the sum of the data from 26 distribution channels for each criteria achieving the Total Room revenue / ADR / Room nights. The calculation of the ratio between the total amount (100% ) and the value (X1,X2...X26)  followed the initial step and was multiplied by 100 to obtain the values in percentages as the Formula 2 shows.

3.2.2 Establishing the relative amounts of commissions



Commissions play the major role in the field of distribution of the hotel's inventory. The base commission for Booking.com, in this case, is 14 % however, the hotel is ranked among 25 preferred partners in Prague for which the provider requires additional 3% from each reservation. Furthermore, it was admired by the hotel that service of promotion ranges between 5 % to 13%. The total commission paid to the mentioned company can rise up to 30 %  however, for this analysis, the author counts with 26 % because of the mean value  (9 %) taken from the range of the promotional service. Since the Priceline and Agoda are part of the Booking Holdings, the conditions are equal as for Booking.com. This thesis assumes that because of the business partnership between Booking.com and Ctrip the values of commissions could have been similar to coordinate values.
On the contrary, the last two online travel agents - Expedia, Orbitz are the part of Expedia Inc. travel company. For those channels the base commission is 18,5 %, but if the hotel is a part of the package (f.e. flight plus hotel, hotel plus car) it is called Bundle and the commissionable amount is the 25 % from the reservation. On average, for 2017 the amount of base commission and Bundle package went up to  20,5 %.

Establishing the commission amount for the WRO was counted on the base of the Average Length of Stay (ALOS) assumption. WRO works on the principle of charging 69 CAD for each reservation made via this channel. The data known for this channel included only four criteria. The first step in the determination of the commission values was the currency conversion of CAD to the EUR according to the FX rate of Národná Banka Slovenska (NBS). Since the conversion rate has a fluctuating character, the research is based on the currency's exchange rate from the date of February 17, 2018. Based on the FX rate 1 EUR = 1,6087 CAD  the amount in EUR has been stipulated to 42,89 EUR for each reservation.

The calculation of ALOS was done based on the secondary data about the average number or nights various guest categories from stated countries have spent in the hotel. In Table 6 below there are different price categories displayed together with the geographical markets and their average number of nights spent in the hotel. The author calculated the ALOS for each market and the Total ALOS was calculated as the average of ALOS of each group based on the Formula number 1.
Table 6 : Average Length of Stay by Geosource  

	Geosource
	OTA
	Wholesale
	Retail
	Negotiated

	United States
	2,7
	2,9
	2,6
	2,7

	Russia 
	2,1
	2,5
	2
	1,5

	United Kingdom
	2,3
	2,1
	1,9
	2

	China
	2,1
	2,7
	2,6
	2,3

	Korea
	2,2
	2,7
	2,1
	1,6

	United Arab Emirates
	2,5
	2,1
	2,7
	5,9

	France
	2,4
	2,6
	1,7
	2,9

	Brazil
	2,7
	2,6
	2,6
	2,2

	Saudi Arabia
	2,9
	2,7
	2,5
	3,7

	Hong Kong
	2,5
	2,4
	2,7
	2,2

	ALOS 
	2,44
	2,53
	2,34
	2,7


source : own research


The calculation of Total Average Length of Stay based on the Formula 1 presented in Methodology is described below : 
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The formula used for calculation of WRO commissions for each channel in WRO category is displayed below : 
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To achieve the number of reservations, Room nights were divided by ALOS resulting in the total number of reservations. The result was then multiplied by 42,89 EUR that represents the amount paid to WRO from each reservation. After multiplication, the total amount paid to WRO on Commission was estimated. To display the percentage value of commission paid from each reservation on a certain channel, the Commission was divided by Room revenue and multiplied by 100. 
3.2.3 Maximization of criteria 


Since the Room revenue, ADR and Room nights tend to be maximization criteria, the conversion of criteria K3 from minimization to maximization was conducted. The general rule for maximization criteria states that the higher the value the better the score is. This approach does apply well for ADR but not for Commission rates. Logically, Commission rates are originally considered as minimization criteria hence the lower the commission is, the better it is for the hotel. 

Maximization was conducted based on the Formula 4 which says that the value to be standardized was deduced from the highest commission value  (26). Maximization caused that the lowest commission amounts were replaced with the highest numbers and the highest commission amounts were replaced vice versa. For instance, Hotel Direct group initially has 0 % Commission but achieves the highest number of points (26).  Using the same principle, Commissions for GDS was counted as the highest amount minus current value (10) that resulted in 16 points.

Table 7 : Commission with maximized values
	Channel
	Commission 
	Commission maximized 
	Channel
	Commission
	Commission maximized

	Reservations Office Main Line
	0,00
	26,00
	Booking.com
	26,00
	0,00

	Reservations Office
	0,00
	26,00
	Priceline
	26,00
	0,00

	Admin / Other 
	0,00
	26,00
	Agoda
	26,00
	0,00

	Walk In
	0,00
	26,00
	Ctrip
	26,00
	0,00

	Direct Connect
	0,00
	26,00
	Trust
	2,80
	23,20

	Sales Office 
	0,00
	26,00
	DSC
	2,94
	23,06

	Amadeus 
	10,00
	16,00
	Email to WRO
	3,55
	22,45

	Galileo
	10,00
	16,00
	Toll Fre
	2,92
	23,08

	Worldspan
	10,00
	16,00
	SynXis Call Centre
	3,12
	22,88

	Sabre
	10,00
	16,00
	Central Elite Guest
	0,88
	25,12

	Pegasus ODD
	10,00
	16,00
	FS Mobile App
	1,50
	24,50

	Expedia
	20,50
	5,50
	FS Web
	1,50
	24,50

	Orbitz
	20,50
	5,50
	Metasearch
	18,50
	7,50


source : own research 
Table 8 : Summary of criteria in percentages 

	
	Distribution channel
	Room revenue
	ADR
	Room night
	Commission maximized

	Hotel Direct
	Reservations Office Main Line
	8,40
	4,64
	5,75
	26,00

	
	Reservations Office
	19,02
	3,41
	18,29
	26,00

	
	Admin / Other 
	1,16
	3,35
	2,86
	26,00

	
	Walk In
	0,93
	3,94
	0,75
	26,00

	
	Direct Connect
	0,20
	5,07
	0,12
	26,00

	
	Sales Office 
	19,76
	2,53
	25,01
	26,00

	GDS
	Amadeus 
	1,24
	2,81
	1,39
	16,00

	
	Galileo
	2,92
	3,05
	3,02
	16,00

	
	Worldspan
	0,28
	2,91
	0,31
	16,00

	
	Sabre
	11,92
	3,63
	10,38
	16,00

	
	Pegasus ODD
	0,81
	3,45
	0,74
	16,00

	OTA
	Expedia
	6,85
	3,05
	8,55
	5,50

	
	Orbitz
	0,01
	3,69
	0,01
	5,50

	
	Booking.com
	7,67
	3,36
	7,22
	0,00

	
	Priceline
	0,10
	2,97
	0,11
	0,00

	
	Agoda
	0,00
	2,07
	0,01
	0,00

	
	Ctrip
	0,00
	2,52
	0,01
	0,00

	WRO
	Trust
	0,37
	4,13
	0,29
	23,20

	
	Default Source Code
	0,01
	3,93
	0,01
	23,06

	
	Email to WRO
	0,02
	3,26
	0,02
	22,45

	
	Toll Fre
	2,75
	3,96
	2,20
	23,08

	
	SynXis Call Centre
	0,06
	3,71
	0,05
	22,88

	
	Central Elite Guest
	0,16
	13,21
	0,04
	25,12

	Web
	FS Mobile App
	0,67
	3,64
	0,58
	24,50

	
	FS Web
	14,53
	3,78
	12,16
	24,50

	
	Metasearch
	0,17
	3,95
	0,14
	7,5


source : own research

Table 8 represents the finalized data for the analysis after converting Room revenue, ADR and Room night to percentages. Further adjustments for the K3 - Commission were done in order to achieve Maximized values to come into line with the rest of the criteria.
3.2.4 Establishing the weights of criteria 


To determine the weight of the criteria the Fuller's triangle was used in Paired Comparison Matrix or Paired-wise method. The author was evaluating pairs of criteria and their importance towards each other. From each pair, one criterion was marked as more important than the other one. Table 9 shows the better illustration of the implementation of Fuller's triangle. The Formula 3 was used to carry out the weights of criteria.

K1 - Room revenue
K2 - ADR 
K3 - Room night
K4 - Commission

Table 9 : Fuller's triangle

	Criteria
	K1
	K2
	K3
	K4
	Preferences 
	Weight
	Preferences +1
	Weight 

	K1
	
	1
	1
	4
	2
	0,333333
	3
	0,3

	K2
	
	
	2
	4
	1
	0,166667
	2
	0,2

	K3
	
	
	
	4
	0
	0
	1
	0,1

	K4
	
	
	
	
	3
	0,5
	4
	0,4


source : own research


The criteria which gained the majority of points is the criteria K4 with the result of 3 points. Room revenue as the criteria K1 was marked as the second most important and the ADR as the criteria K2 gained 1 point. The least significance was assigned to the criteria K3, however, that does not mean that the criterion is unimportant. For this reason, figure 1 was added to each criterion and guaranteed the weight also for the K3 criteria. This procedure did not change the sequence of the criteria importance. As resulted from the table, there appeared only a slight change in the weights of criteria.
3.2.5 Standardization of values 


The last step before carrying out the analysis was to standardize the values to be in the same range. For the standardization, the highest value for each criterion was set to represent the value 1. For example, the highest value for criteria K3 is 26 which equals 1. Other values were calculated in the means their proportion towards the number 1 as can be seen in Formula 5.
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V1-26 - value to be standardized 


Table 10 : Standardized values for the analysis 


	
	Distribution channel
	Room revenue
	ADR
	Room night
	Commission maximized

	HD
	R.O.M.L.
	0,425
	0,35
	0,230
	1,000

	
	Res. Office
	0,963
	0,26
	0,731
	1,000

	
	Admin / Other 
	0,058
	0,25
	0,114
	1,000

	
	Walk In
	0,047
	0,30
	0,030
	1,000

	
	Direct Connect
	0,010
	0,38
	0,005
	1,000

	
	Sales Office 
	1,000
	0,19
	1,000
	1,000

	GDS
	Amadeus 
	0,063
	0,21
	0,056
	0,615

	
	Galileo
	0,148
	0,23
	0,121
	0,615

	
	Worldspan
	0,014
	0,22
	0,012
	0,615

	
	Sabre
	0,603
	0,27
	0,415
	0,615

	
	Pegasus ODD
	0,041
	0,26
	0,030
	0,615

	OTA
	Expedia
	0,347
	0,23
	0,342
	0,212

	
	Orbitz
	0,000
	0,28
	0,000
	0,212

	
	Booking.com
	0,388
	0,25
	0,289
	0,000

	
	Priceline
	0,005
	0,22
	0,004
	0,000

	
	Agoda
	0,000
	0,16
	0,000
	0,000

	
	Ctrip
	0,000
	0,19
	0,000
	0,000

	WRO 
	Trust
	0,019
	0,31
	0,011
	0,892

	
	DSC
	0,000
	0,30
	0,000
	0,887

	
	Email to WRO
	0,001
	0,25
	0,001
	0,863

	
	Toll Fre
	0,139
	0,30
	0,088
	0,888

	
	SynXis Call Centre
	0,003
	0,28
	0,002
	0,880

	
	Central Elite Guest
	0,008
	1,00
	0,002
	0,966

	Web
	FS Mobile App
	0,034
	0,28
	0,023
	0,942

	
	FS Web
	0,735
	0,29
	0,486
	0,942

	
	Metasearch
	0,009
	0,30
	0,005
	0,288


source : own research
3.2.6 Measured analysis of effectiveness of distribution channels 


The Multiple criteria decision-analysis was conducted by multiplying the variances with the weight of each criterion that was counted in the previous chapter. Points for each distribution channel were summed and the channel with the highest value was outlined to be the most effective for the hotel. 
Table 11 : Results of the analysis of effectiveness of distribution channels 
	Distribution channel
	Room revenue
	ADR
	Room night
	Commission maximized
	SUM
	Order

	Sales Office 
	0,300
	0,038
	0,100
	0,400
	0,838
	1

	Reservations Office
	0,289
	0,052
	0,073
	0,400
	0,814
	2

	 Web
	0,221
	0,057
	0,049
	0,377
	0,703
	3

	R.O.M.L.
	0,127
	0,070
	0,023
	0,400
	0,621
	4

	Central Elite Guest
	0,002
	0,200
	0,000
	0,386
	0,589
	5

	Sabre
	0,181
	0,055
	0,042
	0,246
	0,524
	6

	Direct Connect
	0,003
	0,077
	0,000
	0,400
	0,480
	7

	Admin / Other 
	0,018
	0,051
	0,011
	0,400
	0,480
	8

	Walk In
	0,014
	0,060
	0,003
	0,400
	0,477
	9

	Toll Fre
	0,042
	0,060
	0,009
	0,355
	0,466
	10

	 Mobile App
	0,010
	0,055
	0,002
	0,377
	0,444
	11

	Trust
	0,006
	0,062
	0,001
	0,357
	0,426
	12

	Default Source Code
	0,000
	0,060
	0,000
	0,355
	0,414
	13

	SynXis Call Centre
	0,001
	0,056
	0,000
	0,352
	0,409
	14

	Email to WRO
	0,000
	0,049
	0,000
	0,345
	0,395
	15

	Galileo
	0,044
	0,046
	0,012
	0,246
	0,349
	16

	Pegasus ODD
	0,012
	0,052
	0,003
	0,246
	0,314
	17

	Amadeus 
	0,019
	0,043
	0,006
	0,246
	0,313
	18

	Worldspan
	0,004
	0,044
	0,001
	0,246
	0,296
	19

	Expedia
	0,104
	0,046
	0,034
	0,085
	0,269
	20

	Booking.com
	0,116
	0,051
	0,029
	0,000
	0,196
	21

	Metasearch
	0,003
	0,060
	0,001
	0,115
	0,178
	22

	Orbitz
	0,000
	0,056
	0,000
	0,085
	0,141
	23

	Priceline
	0,002
	0,045
	0,000
	0,000
	0,047
	24

	Ctrip
	0,000
	0,038
	0,000
	0,000
	0,038
	25

	Agoda
	0,000
	0,031
	0,000
	0,000
	0,031
	26


source : own research 
3.3 Results and discussion 



The analysis revealed that the most effective channel of distribution tends to be the Sales Office which is generally used for booking and arranging the stays of groups. As anticipated, our experiments show that three of five best places were taken by Hotel Direct distribution group. From the results, it is obvious that possible guests prefer to book the accommodation online because the Reservations Office and Web were placed before Reservations Office Main Line.  There are several possible explanations for this result.
 A satisfactory explanation of this outcome is the fact that Hotel Direct bookings are non-commissionable thus the value of K3 is 0 %. Another possible explanation for the result is the lack of costs related to the operation of distribution channels which was mentioned as the limitation of the study. In this case, for Hotel Direct there is missing evidence of costs related to human workforce, electricity, telephone, cable and Internet service. However, it can be reasonably assumed that the direct bookings are the most beneficial for the hotel since the hotel does not have to share the profit with some third party organization. 
The investigations into this area seem likely to prove that the Direct reservations are more effective than Online Travel Agents and Global Distribution Systems.

Surprisingly, the study indicated the GDS Sabre as the sixth most effective channel and the best among other GDS that were placed in the second half of the chart. It is fundamental to note that the significant difference in the score of Sabre and other GDS was caused by the high difference in the Room revenue and Room nights. While Sabre brought 69,44 % of the Room revenue among Global Distribution Systems and 11,92 % of the Total Room Revenue, its competitors were dragged behind in both measurements  mentioned above. Second most successful GDS is Galileo with the difference of 0,175 points from Sabre.  Furthermore, Galileo, Amadeus, Pegasus ODD and Worldspan have reached considerably similar results. Thus, with the difference of 0,228 from the best results among the category, Worldspan obtained only 0,296 points with the weakest performance. 

The analysis showed that the WRO channels are placed right after Walk-in and as a group, it has obtained more points than GDS. The only exception is the Central Elite Guest that was indicated as the fifth most effective channel for distribution. This may have happened because of the Central Elite Guest with the highest ADR overall. As stated before, the WRO charges 69 CAD for each booking, this amount is very small in relation to ADR. In fact, Central Elite Guest channel has shown the best performance among other WRO and was followed by Toll Free with 0,466 points. There are four places between Central Elite Guest and other WRO channels that have been taken mainly by Hotel Direct group.

Contrary to expectations, the channels from the category Web were placed unevenly. While Web was marked as the third most effective channel, Mobile App was less successful and Metasearch ended up surrounded by Online Travel Agents.  The analysis did not show any significant differences between OTAs in terms of their effectiveness with the best OTA ranking on the 20th place. The outcome has supported the two main key players in the field of OTAs - Expedia and Booking.com. The study revealed that the importance of hotel's strategy is contingent on Expedia and Booking.com among OTAs. It can be assumed that the performance of other OTAs was slightly disappointing. This was probably a result of a low volume of reservations made via those channels bringing maximally 0,10 % of Room revenue. The Graph with complete results of distribution channels and their effectiveness can be found in Appendix n.1.

Table 12 : The most effective distribution group 
	Distribution Group
	Points

	Hotel Direct 
	3,709

	GDS 
	1,795

	OTA
	0,723

	WRO
	2,699

	Web
	1,326

	Total 
	10,252




         source : own research

The total number of points the study gained from all channels is 10,252. This research underlined the importance of Hotel Direct group since the majority of points (36,18 %)  were assigned to this distribution group. Due to this finding, there is a clear evidence that answers the research question of this study. As might have been expected, the WRO has taken the second place in the effectiveness bringing the revenue for the chain unless other intermediaries. With the central position, the Global Distribution Systems gained 1,795 points which is more than 51 % less than Hotel Direct. However, the principal tool for distribution - GDS proved that their position in the hospitality is stable and their existence is unabated. Although the performance of Web with 12,93 % share of the total number of points was not ideal, the Web distribution channel itself was ranked as the fourth most effective one. The most striking observation to emerge from the data comparison is that the OTAs represent the least ineffective distribution group. Although Booking.com and Expedia brought between 6 to 8 % of Room revenue each, the Commission is the highest among all channels. 

Chart 5 : Effectiveness of the distribution groups
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Chart number 5 demonstrates the distribution groups and the total number of points achieved by them based on Table 12. The graph shows the degree of priority of distribution groups based on the four decision-making criteria used. From the hotel's point of view, it demonstrated the most beneficial channels of distribution worth concentration on during creating the perfect distribution mix. As already mentioned, the most effective distribution group based on the research is entitled Hotel Direct with its six distribution channels including the most effective Sales Office overall. 
4 CONCLUSION AND RECOMMENDATIONS 

This study entitled "The analysis of effectiveness of distribution channels in a chosen hotel" has been conducted by the author in order to obtain quantitative results and their measured sequence in accordance to the efficiency of the channels of distribution.  

The first part of the study has got a theoretical character and explains different distribution channels, their specifics and fundamental information about them. The importance of the contribution lies in Methodology, where the Multiple criteria decision-analysis is described together with the Fuller´s triangle and Paired comparison matrix used for the main research.

The main aim of the thesis was to measure the effectiveness of each distribution channel by multiple criteria and decide which channels are the most beneficial for the hotel and which channels are more likely to be inefficient. 


The author has obtained satisfactory results that give an answer to the initial research question which deals with the problem of the most effective distribution channel for a five star luxury hotel in Prague. The overall measurement results are summarized in Table 11. 

As mentioned earlier, the most effective distribution channel based on this study has been indicated the Sales Office with 0,838 points from the total amount of 10,252 points. On the other hand, the least effective channel for the hotel is Agoda from OTA group with the achievement of only 0,031 points. There is an evident relationship between the best and the worst result and the overall results of distribution groups. While Sales Office represents the Direct Distribution group, both of them were placed in the first position being the most advantageous for the hotel. Not surprisingly, Agoda and the whole OTA group has failed in this research and has been marked as unprosperous. 

This study is the first step towards enhancing the understanding of how the guests are most likely to book their accommodation and what should be changed in order to achieve the perfect distribution mix. The analysis is an unique research based on the authentic initial situation that has been evaluated and measured by the author to obtain truthful results. All things considered, the present findings can be used by the lodging facility as a statistical tool to have a better overview of the actual situation and to help with the budgeting and forecasting for the future. As shown above, the findings indicate the perfect distribution mix that should be considered by Revenue manager, Director of Finance and Director of Sales and Marketing. Clearly stating the sequence, this paper can be used as a starting point for the evolution of distribution mix and new strategies can be led off it. Generally speaking, this research is not only beneficial for the examined property but also for the other luxury properties located in the city center of Prague in the means of benchmarking. 

This research underlined the importance of direct reservations made via Reservations Office, Sales Office and Walk-in that includes telephone calls and e-mails as well. Taken together, these results would seem to suggest to concentrate mainly on Hotel Direct distribution channels and Web-based reservations for the future. 

The author would recommend highlighting preferable deals on the official website for those who are booking directly to support direct reservations. To increase the popularity of Web and Mobile App reservations, it is suggested to offer some special diligence for guests reserving via those channels as a discount code to the spa or welcoming amenity in the room with the Thank you letter. The letter should show that the hotel is appreciative for the method of booking and would like to pay in return. This could eventually lead to increase of loyal guests and profits as the hotel would most probably decrease the amounts paid to third-party organizations. 

The investigation revealed that the Online Travel Agents are the least effective distribution channels for the hotel primarily because of the highest commission rates. Based on the shown results, the author would recommend restraining cooperation with OTA by terminating the paid promotion on Booking.com. This step could lower the amount paid to mentioned OTA by 5 to 13 % which should have a considerable impact on the overall score of OTAs and the growth of profitability for the hotel. The proposed recommendation comes from the fact that the hotel is internationally known and does not need to raise the awareness by paid promotion on the channel that is on the bottom in the chart of effectiveness. Since the Global Distribution Systems are one of the oldest methods for making reservations and their commission amounts are intermediate, the suggestion is to stabilize their position and continue with the cooperation. 

To sum up, this paper has presented the comparison of distribution channels among five distribution groups based on the four criteria for decision-making. As mentioned before, the study has acknowledged the Hotel Direct as the most effective distribution group and the Online Travel Agents as the least effective group. The results of the study have underlined the perfect distribution mix and can be beneficial for the future hotel's evolution
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Appendix n.1
