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ABSTRACT

This study examines the impact of OTA bookings on hotel room revenues, focusing on five-star hotels
like Oberoi, Leela, Radisson, and Lalit. Using a mixed-method approach, data was collected through
structured questionnaires and literature reviews, analyzed via SPSS. Findings reveal that while OTAs
boost visibility and occupancy, high commission rates (10%-30%) reduce net revenue. Hotels are investing
in direct booking strategies, though OTAs remain crucial. Rate parity agreements limit pricing flexibility,
influencing distribution strategies. A hybrid approach balancing OTAs and direct bookings proves optimal.
Future research should explore evolving consumer behaviors, emerging technologies, and regulatory
impacts on OTA-hotel relations.
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RESEARCH OBJECTIVES
e To analyze the Online Travel Agency (OTA) commission structures on hotel revenue generation.
e To analyze the cost-effectiveness of OTA booking.

INTRODUCTION

The hotel industry has evolved dramatically with the emergence of Online Travel Agencies (OTAs) like
Booking.com, MakeMyTrip, and Expedia. They provide worldwide exposure, real-time bookings, price
comparisons, and customer reviews, making them essential to hotel visibility and occupancy (Law et al.,
2020; Buhalis & Volchek, 2021). Nevertheless, their high commission charges, risk of dependence, and
limitation on price flexibility pose threats to hotel profitability (Garrigos-Simon et al., 2019). OTAs also
restrict direct customer relationships, which affect loyalty and long-term involvement.

Revenue management practices need to balance OTA commissions with revenue increases carefully,
employing tools such as dynamic pricing and marketing analytics (Noone & Mattila, 2018). Hotels are
increasingly making investments in direct booking rewards, loyalty schemes, and customized services to
minimize dependence on OTAs (Sigala, 2020). Moreover, data analytics and Al advancements can assist
hotels in optimizing prices, targeted marketing, and demand trend forecasting.

This research examines OTA effects on hotel revenue management and provides practical
recommendations for hoteliers, industry players, and policymakers. It emphasizes the necessity of strategic
use of OTAs, direct booking expansion, and regulatory issues (Xiang et al., 2021), and it seeks ultimately
to facilitate a sustainable, equitable, and profitable hotel industry in the digital age.
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REVIEW OF LITERATURE

The advent of Online Travel Agencies (OTAs) like Booking.com, Expedia, Agoda, and MakeMyTrip has
dramatically transformed the hospitality industry, having a major impact on hotel revenue management,
distribution, and consumer patterns. These websites provide hotels with international visibility, access to
sophisticated technology, and promotional tools that help increase occupancy. But the balance between
greater exposure and lower profit margins through commission charges and restrictive policies remains to
be overcome by hoteliers. This literature review investigates the dual function of OTAs in revenue
production, the dynamics of dependency, and measures to achieve equilibrium between OTA alliances and
direct reservations.

The Development and Function of OTAs:

Prior to the revolution initiated by the internet in the travel sector, hotel reservations were made primarily
via travel agencies or over-the-phone reservations. With the growth of e-commerce in the late 1990s, OTAs
flourished, facilitating hotel choice and reservation for the consumer by aggregating price, reviews, and
availability on one platform (Law et al., 2020). With their advanced algorithms, behavioral monitoring,
and SEO, OTAs now have significant sway over consumers' reservation choices. Their huge advertising
budgets and international reach have cemented their positions as major players in hotel distribution.

OTA Market Share and Financial Impact:

The OTAs' supremacy is evident with Expedia Group and Booking Holdings commanding over 70% of
online hotel bookings globally (Statista, 2023). Although the sites can contribute high occupancy, their
commission charges, ranging from 10% to 30%, cut into hotels' net revenue (Anderson, 2012). Guillet and
Kucukusta (2016) discovered that the hotels that are heavily dependent on OTAs have leaner profit
margins than the ones that dedicate resources to direct booking. Independent and smaller hotels gain from
OTA visibility since they do not have the capacity for broad-scale marketing.

Price Parity and Challenges in Revenue Optimization

Rate parity arrangements forced by OTAs compel the hotels to have uniform prices on all channels. Even
though this practice steers clear of price wars and is fair, it hinders hotels from promoting lower rates or
special incentives via their own websites (Tussyadiah & Pesonen, 2018). Changes in regulation in places
such as Europe have begun to loosen these provisions, allowing hotels to apply direct booking benefits
such as special discounts and loyalty rewards, which are now prevalent strategies to curb OTA reliance.
Consumer Behavior Shaped by OTAs

Guest choice is increasingly influenced by online ratings and reviews. Literature indicates that better OTA
ratings equate to more bookings and enable hotels to post premium rates (Ye et al., 2011). Moreover, the
increased usage of mobile apps has resulted in a spike in last-minute reservations, further underlining the
importance of real-time availability and dynamic pricing software (Toh et al., 2011).

Over-Reliance Risks and Direct Booking Strategies

Over-reliance on OTAs is fraught with threats, including hefty commission fees, loss of customer
information, and uncertainty because of shifting OTA ranking algorithms. In order to offset these threats,
hotels are prioritizing the strengthening of their own websites with simple booking mechanisms, providing
special promotions, using focused digital marketing, and enhancing presence on meta-search sites like
TripAdvisor and Google Hotels (Sigala, 2020).

Technological Trends in Revenue Management:

Artificial Intelligence is being applied more and more to predict demand, determine optimal prices, and
customize marketing initiatives (Xiang et al., 2021). Blockchain technology is also being researched as a
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low-cost, transparent booking solution, although widespread usage is still in its infancy. Voice search and
Al-powered chatbots are also becoming more popular, enhancing the direct booking process by providing
instant, personalized answers.

RESEARCH METHODOLOGY

This study uses a mixed-methods approach, combining quantitative and qualitative methods to examine

the impact of Online Travel Agency (OTA) bookings on hotel revenue. The quantitative component

involves a structured survey of hotel professionals, while the qualitative component includes a literature

review of existing research and industry reports. This combination ensures a comprehensive analysis of

OTA influence on hotel profitability, pricing strategies, and direct booking initiatives.

Research Approach

A mixed-methods approach was adopted:

e Quantitative: Data collected through structured questionnaires distributed to hotel industry
professionals, focusing on revenue management and online distribution.

e Qualitative: Literature review of academic studies, policy documents, and industry reports to provide
contextual understanding and support survey findings.

Data Collection Methods

Primary Data

e Structured questionnaires were used to gather responses from hotel professionals in Sales, Marketing,
Revenue Management, and Operations.

e Surveys were shared via online platforms and professional networks, targeting employees from hotel
chains such as Oberoi, Leela, Radisson, and Lalit.

e A random sampling method was applied, with over 50 respondents participating.

o The questionnaire was created using Google Forms and included both self-administered responses and
personal interviews.

e A 5-point Likert scale (Strongly Agree to Strongly Disagree) was used to measure perceptions of OTA
influence on revenue and cost-effectiveness.

Secondary Data

e Analysis of industry reports, academic journals, regulatory frameworks, and hotel financial documents
was conducted to support and validate survey data.
Sampling and Target Groups

o Target respondents included revenue managers, marketing professionals, OTA executives, and
operations managers from luxury hotel chains.

e Both purposive and random sampling techniques were used to ensure diverse insights.

o The final sample size was 50—55 respondents, focusing on five-star hotels in India.
Research Variables and Measurement

e Demographic Variables: Department, experience, hotel chain, preferred OTA.

e Dependent Variables: Hotel revenue impact, OTA dependency, profitability concerns, and OTA cost-
effectiveness.

o Independent Variables: Commission structures, pricing strategies, direct booking efforts, and guest
behavior.
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e Measurement was based on a 5-point Likert scale assessing OTA impact on revenue and profitability.

Ethical Considerations

o Participation was voluntary, with the option to withdraw anytime.

o All responses were anonymized and securely stored, used solely for academic purposes.

o Informed consent was obtained, with participants made aware of the study’s goals and confidentiality
measures.

Limitations

The small sample size (50+ respondents) may not reflect global trends.
Self-reported data may carry subjective biases.

Differences in OTA policies and commission structures may affect results.

The study is geographically focused on India, limiting generalizability.

This research design employs a balanced, data-driven mixed-methods approach, combining quantitative
surveys with qualitative literature analysis. It aims to provide practical insights for hotel revenue managers
on optimizing OTA relationships and increasing direct bookings while minimizing dependency.

DATA ANALYSIS AND INTERPRETATIONS

OTA commission fees reduce profitability
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Figure-1

The histogram in Figure 1 illustrates the frequency distribution of responses regarding the effect of Online
Travel Agency (OTA) commission fees on hotel profitability. The dataset comprises N = 50 responses,
with a mean (M) of 4.12 and a standard deviation (SD) of 1.062. A normal curve overlay is included to
assess the distribution pattern.

Analysis of Frequency Distribution

The histogram depicts a right-skewed distribution, indicating that a majority of respondents believe OTA
commission fees reduce hotel profitability. The highest frequency of responses is concentrated at 5,
suggesting that most participants strongly agree with this statement. Fewer responses are observed in the
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lower values, implying that only a small proportion of participants disagree or remain neutral.

Normality and Skewness Consideration

The positive skewness in the distribution suggests that while most respondents perceive OTA commissions
as detrimental to profitability, a small segment of participants may still consider them either neutral or
beneficial. The standard deviation of 1.062 indicates a relatively higher dispersion in responses compared
to previous findings, reflecting varied opinions on the extent of impact.

A bar graph was generated to depict the distribution of responses regarding the statement "OTA
commission fees reduce profitability." The x-axis represents the levels of agreement with the statement,
ranging from Strongly Agree to Strongly Disagree, while the y-axis indicates the frequency count of
respondents selecting each category.

The distribution of responses suggests that a majority of respondents disagreed or strongly disagreed with
the statement. Specifically, the highest frequency was observed in the "Strongly Disagree" category, where
over 25 respondents expressed strong opposition. This was followed by the "Disagree™” category, with
approximately 15 respondents selecting this option. A smaller proportion of respondents (around 10
individuals) remained neutral on the issue, while even fewer respondents agreed or strongly agreed that
OTA commission fees reduce profitability.

Implications

The findings highlight a widely held industry perception that OTA commissions significantly reduce net
revenue. This supports the argument that hotels should strategize to reduce their dependency on OTAs by
enhancing direct booking initiatives, renegotiating commission structures, and leveraging alternative
marketing channels. The skewness in responses may indicate that while OTA fees are generally seen as a
revenue drain, some respondents recognize their necessity in driving occupancy, especially for lesser-
known properties

Commission
lowers net
revenue
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Il Strongly Disagree

Figure-2

The pie chart represents respondents’ opinions on the statement: "Commission lowers net revenue." The
responses are categorized into four groups: Agree (blue), Neutral (teal), Disagree (maroon), and Strongly
Disagree (red).
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The majority of respondents fall into the Strongly Disagree category, occupying the largest portion of the
chart. This suggests that most participants do not believe that commissions paid to Online Travel Agencies
(OTAs) significantly lower net revenue. The Disagree category also holds a substantial share, reinforcing
the idea that commissions may not be viewed as a major financial burden.

Smaller proportions of respondents selected Neutral and Agree, indicating that some individuals
acknowledge a potential impact of OTA commissions on net revenue but do not overwhelmingly consider
it detrimental.

ADR increased due to OTAs — Mormal
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Figure-3

The histogram in Figure 8 illustrates the frequency distribution of responses regarding the increase in
Average Daily Rate (ADR) due to Online Travel Agency (OTA) bookings. The data was collected from
N =50 participants, and statistical measures are presented on the graph, including a mean (M) of 1.44 and
a standard deviation (SD) of 0.611.

Analysis of Frequency Distribution

The highest frequency of responses falls within the 1.0 ADR increase category, indicating that most
respondents reported a slight increase in ADR due to OTAs. The second most common category is 2.0
ADR increase, while very few respondents reported an increase above 2.5. The distribution suggests that
while OTAs contribute to ADR growth, the impact is not significantly high for most properties.
Skewness and Kurtosis Consideration

Given the clustering of responses at the lower end of the scale, the distribution appears to be positively
skewed, indicating that fewer respondents experienced a higher increase in ADR due to OTAs. The
presence of outliers in the higher range suggests some hotels benefit more than others. Further statistical
tests, such as skewness and kurtosis analysis, would be necessary to confirm the normality of this
distribution.

Implications

The findings suggest that while OTA bookings provide an advantage in terms of occupancy, their effect
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on ADR increase is relatively moderate. Hotels may need to adopt strategic pricing techniques, such as
revenue management and dynamic pricing, to maximize ADR growth while balancing the commission
costs associated with OTA bookings.

CONCLUSION

Online Travel Agencies (OTASs) have significantly transformed hotel revenue management by increasing
global visibility and occupancy rates. This study highlights the dual nature of OTAs, offering both
substantial benefits and financial challenges. OTAs enable hotels to access broader markets and enhance
Average Daily Rates (ADR), particularly benefiting independent and smaller hotels. Respondents
recognize OTAs as integral to revenue strategies, though commission fees ranging from 10% to 30%
impact profit margins.

While many respondents believe the benefits outweigh the costs, concerns remain about rate parity
agreements that limit pricing flexibility. The study also identifies risks in over-dependency on OTAs,
including reduced control over customer data and vulnerability to OTA policy changes. Although direct
booking strategies—such as loyalty programs, user-friendly websites, and digital marketing—help offset
these risks, they cannot entirely replace OTA reach.

Emerging technologies like Al, predictive analytics, and blockchain offer opportunities for hotels to
optimize revenue and reduce OTA dependency. Ethical considerations, including pricing transparency and
data privacy, further complicate OTA relationships. Ultimately, the research recommends that hotels adopt
balanced, multi-channel distribution strategies, invest in technology, and negotiate better OTA contracts
to maintain profitability and long-term sustainability in an increasingly digital marketplace.

LIMITATIONS AND FUTURE SCOPE:

1. Sample Size: With only 50 respondents, the sample may not capture the full range of perspectives in
the hospitality sector. A larger sample could yield more robust results.

2. Geographic Scope: The focus on luxury hotels in India, specifically chains like Oberoi, Leela,
Radisson, and Lalit, limits the generalizability of findings to other regions or hotel categories, such as
mid-scale or budget accommodations.

3. Self-Reported Data: The study relies on survey responses, which may be subject to personal bias or
inaccuracies, as respondents’ perceptions might not always align with actual financial outcomes.

4. Variations Among OTAs: The research does not distinguish between individual OTA platforms, each
of which has unique commission rates and marketing strategies that can impact hotel revenue
differently.

5. Cross-Sectional Approach: The study captures data at one point in time, lacking longitudinal analysis
that could show evolving trends and long-term impacts of OTA dependence.

6. Exclusion of External Factors: Broader influences such as economic shifts, seasonal demand changes,
and international travel patterns were not considered, which could also affect revenue.

7. Limited Qualitative Insights: While quantitative data provided clear patterns, factors like guest
satisfaction, brand loyalty, and service differentiation were not deeply explored.

Future research should address these gaps by using larger, more diverse samples, longitudinal methods,

and a mix of quantitative and qualitative approaches to better understand OTA influence on hotel revenues

globally.
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