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ABSTRACT

Internet is a very important sales channel for business in general, but it is
becoming increasingly fundamental to the travel industry. The appearance of
the Internet has increased the complexity of travel distribution and created new
intermediaries and new means of distribution which in some cases have led to
an increase in distribution costs. However, it has also made it much easier for
suppliers to sell directly to consumers. We may say that the Internet has not
only revolutionised the way that travel suppliers sell their products, but that it

has also changed the way customers plan and book their travel, stimulating the
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creation of websites designed to satisfy the needs of online travellers. In this
change in consumer behaviour, search engines have played, play and will
continue to play a very important role. This document analyses the mass use of
search engines and its impact on the value chain in travel distribution, the
implications for each of the participants in the value chain, and the
repercussions the changes are causing in the management of travel company
websites which increasingly see search engines as their most important tool for

direct sales to consumers.

Keywords: Internet, Hotel, Search Engines.
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INTRODUCTION

Information technologies have had a major impact on the tourism industry
(Buhalis & Law, 2008; Law, Leung & Buhalis, 2009; Law, Qi & Buhalis, 2010),
especially on the distribution of tourism services (Dabas & Manaktola, 2007;
O’Connor & Frew, 2002a), becoming a key strategic element for the tourism
companies (Buhalis & Kaldis, 2008).

Tourism distribution is one of the most critical factors for the prosperity and
competitiveness of tourism organizations (Christopher, 1991) and many studies
have been carried out in this regard (Pearce & Schott, 2005), in particular those
related to the best mix of distribution (Huang, Chen & Wu, 2009; Koo, Martin &
O’Connor, 2011; Pearce & Taniguchi, 2008). With the spread of the Internet, the
number of studies that were conducted on electronic distribution was very
important (Carroll & Siguaw, 2003; Dale, 2003; O'Connor & Frew, 2004;
O'Connor & Murphy, 2004; O'Connor & Picolli, 2003), although not all of them of
high-quality standards (O'Connor & Murphy, 2004). The emergence of the
Internet has produced a radical transformation on the distribution (Kracht &
Wang, 2010) and travel search process (Bond, Furr & Susskind, 1999;
Susskind, Bond & Dev, 2003; Weber & Roehl, 1999), that allows access to a
greater number of people and a closer relationship in the distribution channels
(Buhalis & Licata, 2002; Buhalis, 1998).

Communication and information technologies have increased the complexity of
tourism intermediation and not reduced it (Kracht & Wang, 2010; Palmer &
McCole’s 1999; Sarkar, Butler & Steinfield, 1998) appearing a multitude of
alternative distribution channels (Buhalis & Law, 2008; Buhalis & O’Connor,
2005; O’Connor & Frew, 2002b).

A set of new intermediaries have emerged thanks to Internet (Buhalis & Licata,
2002) which have enabled both tourism providers and consumers to take
advantage of direct access to information: business and tourism destinations
websites, travel agencies on the web, internet portals, etc. Several studies have
considered the role of Internet in the search of information process (Beritelli,
Bieger & Laesser, 2007; Bonn, Furr & Susskind, 1998; Cai, Feng & Breiter,

2004; Card, Chen & Cole, 2003; Grgnflaten, 2009; Gursoy & McCleary, 2004;
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Hyde, 2006; Luo, Feng & Cai, 2005; O&rni, 2003; Pan & Fesenmaier, 2006;
Pearce & Schott, 2005) and purchase (Jarveldinen & Jussi, 2004; Kim & Kim,
2004; Miyazaki & Fernandez, 2001; Tse, 2003; Woodside & King, 2001).

The functions of electronic distribution can be spread across different channels
(Cristiaanse & Zimmerman, 1999). In fact, consumers use different channels for
different functions (Courtmanche, 2000; (Louvieris, Jung & Pandazis, 2001) and
in many cases they combine traditional and electronic channels (Jung, Louvieris
& Oppewal, 2002). Consumers prefer Internet to search for information and
physical travel agencies to purchase (Jung, Louvieris & Oppewal, 2002),
although in certain markets (e.g. United Kingdom) purchasing over the Internet
already exceeds clearly purchases through physical travel agencies.

Internet is an ideal distribution channel for hotels as the cost of Internet
distribution is minimal and does not require the potential customer to inspect
and test the product to be able to get information about their attributes easily
(Tse, 2003). Hotels can make use of multiple electronic distribution channels
(Kang, Brewer & Baloglu, 2007; O'Coonor & Frew, 2002b): Website (Carroll &
Siguaw, 2003; Cline, 2001; Gilbert & Powell-Perry, 2002; Gregory Kline &
Breiter, 2005; Jeong & Choi, 2004), Online Travel Agencies (Dunn, 2003), GDS
and CRS (Emmer, Tauck, Wilkinson & Moore, 2003) and travel search engines
(Helsel & Cullen, 2005).

The rapid growth in the popularity of search engines (Sen, 2005), first
apperared in 1994 (Pinkerton, 2000), and their employment by Internet users is
affecting the way that people book travel directly and irreversibly (Brin & Page,
1998; Pan & Fesenmaier, 2006).

These changes affect what is known as leisure and unmanaged business travel.
Managed business travel is largely made on a centralised basis through
dedicated travel agencies and pre-arranged agreements with travel suppliers,
meaning that the traveller does not have the freedom to contract the services
directly nor from suppliers other than those with corporate agreements (Buhalis
& Laws, 2001).
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Traditional travel distribution had suffered few changes and few improvements
until the appearance of the Internet and the revolution it has brought to the
industry (Buhalis, 1998; O’Connor & Frew, 2000; Smith & Jenner, 1998).
Changes are so deep and so important that we may even dare to talk about a
new paradigm in travel distribution (Buhalis & Licata, 2002), and particularly in
hotel distribution (O’Coonor & Frew, 2004). It must be remembered that up until
just a few years ago, many resort hotels were only distributed through traditional
tour operators, occasionally even with guaranteed contracts, and the only
advertising they carried out was to appear in the tour operator brochures and
catalogues. Internet has given them the chance to distribute their products
through other intermediaries (Christodoulidou, Brewer, Feinstein & Bai, 2007;
O’Coonor & Frew, 2004), has opened the door to direct sales to consumers,
and has even allowed them to carry out low-cost advertising campaigns with a
quantifiable return on investment which is often also attractive. Currently, the
most important reservation channels for hotels are: hotel or chain call center,
the hotel website and CRS (Kang, Brewer & Baloglu, 2007).

If Internet does not have greater weight in hotel bookings is because there are
many customers who search (Pan & Fesenmaier, 2000; Ratchford, Talukdar &
Lee, 2001) and few who book (Morrison, Jing, O’Leary & Cai, 2001) due to the
perceived risk (Kim, Kim & Leong, 2005). To increase sales and bookings
through Internet is necessary to reduce the perceived risk by customers
(Kolsaker, Lee-Kelley & Choy, 2004; Oorni & Klein, 2003). Although this fear
may have been reduced in recent years, further efforts are still needed in this
regard.

THE TRAVEL VALUE CHAIN

The travel value chain was, traditionally, very atomised and comprised a large
number of suppliers and intermediaries (Buhalis & Laws, 2001). This complexity
responded to the needs of travel suppliers and travellers themselves.

Wynne et al. (2001) proposed a value chain for the case of South Africa which,

in our opinion, is valid for any leisure travel destination, even though the
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different elements in the chain may be more developed in one destination than
in another. The model identifies local inbound tour operators, or inbound travel
agencies (Buhalis & Laws, 2001), in the destination itself, responsible for
aggregating and packaging the services of different suppliers. The products
may include hotels, excursions, golf classes, etc. And, once the basic offer has
been defined, these products/services are then offered to outbound tour
operators operating in the country of origin of the final customers. The outbound
tour operators combine the services of inbound tour operators to provide a more
ample service with a greater number of options and combinations to satisfy the
needs of travellers. Finally, these vacation packages developed by the
wholesalers are then sold to the final customer through a network of owned or
third part travel agencies. The agency is the final link in the chain, providing

travellers with the information and advice they require (Figure 1).

FIGURE 1

. Inbound Outbound Travel Tourist
Destinations TTOO TTOO Agency oursts

Source: Wynne et al. (2001).

In this traditional value chain for travel distribution, travel agencies play an
important role as advisors providing additional information to travellers to assist
them in making their decisions and defining their trip to their chosen destination.

Generally, travellers would visit travel agents bringing with them
recommendations and suggestions from friends and family and the agency
would assist in finalising the definition of the trip thanks to the advice provided
by agents.

The new travel distribution
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Internet has revolutionised destination marketing and distribution (Buhalis y
Laws, 2001; Wang & Qualls, 2007) thanks to the opportunity it provides to
communicate directly with travellers and to publish information on the tourism
destination and its facilities and attractions (Buhalis & Licata, 2002; Tse, 2003).
This favours direct sales to travellers by suppliers and inbound tour operators,
thus avoiding the existing chain of intermediaries and maximising revenues
thanks to savings in commission costs (Buhalis y Laws, 2001; Buhalis & Licata,
2002).

Some service providers such as the airlines developed their own reservation
systems to improve the management of their product inventory and make it
easier for agencies and other travel intermediaries to book their products.
These systems are what became known as the GDS (Global Distribution
Systems). Over time the services were split off from the airlines, becoming
independent companies and extending their booking services to hotel chains
and car rental companies (Buhalis, 2004; Copeland & McKenney, 1988;
Emmer, Tauck, Wilkinson & Moore, 2003; French, 1998; Karcher, 1996; Truitt,
Teye & Farris, 1991).

Hotel chains have also developed their own reservation systems to manage
their room inventory, rates, etc. (Kang, Brewer & Baloglu, 2007; O’Coonor &
Frew, 2002b). These systems are known as CRS (Central Reservation
Systems). Over time the hotel chains found that the cost of connecting their
booking systems to each of the GDS was astronomical and also technically very
challenging. In 1997 a technology company named Pegasus appeared on the
scene after having developed a “switch” which made it easier for the GDS to
integrate with the different CRS but added a different type of cost to the

distribution chain.

After developing their CRS, hotel chains also created Call Centres to make
bookings directly into their systems (Kang, Brewer & Baloglu, 2007), bypassing
the GDS and thus saving the travel agency commission on bookings made
directly by guests as well as the transaction fees charged by the GDS and

Pegasus.
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With the appearance of the Internet, new types of intermediaries have emerged
and many systems have established mutual connections. This has led to an
increase in the complexity of the technology and of travel distribution while at
the same time adding new distribution costs (Anchar & Walden, 2000; Bowden,
2007; Buhalis & Law, 2008; Buhalis & Licata, 2002; Buhalis & O’Connor, 2005;
Kracht & Wang, 2010; O’'Connor & Frew, 2002b).

On the one hand, technology intermediaries such as Pegasus have created

their own websites such as www.hotelbook.com and sell directly to consumers,

charging a commission on sales in addition to their transaction fee.

The GDS have also developed their own websites such as www.amadeus.net

or have created online travel agencies such as www.rumbo.com in the case of

Amadeus and Terra (Telefénica).

Meanwhile, tour operators have significantly increased sales through its own
websites (Buhalis & Law, 2008), thus reducing their dependence on travel
agencies.

e Online Travel Agencies (OTASs).

When the Internet first appeared, online agencies began to sell hotel rooms on
a commission basis following the traditional travel agency model (Chircu &
Kauffman, 2000; Kasavana & Singh, 2002; Mclvor, O’Reilly & Ponsonby, 20083;
Smith & Rupp, 2004). They quickly developed and moved on to a merchant
model in which the agency negotiates a net rate for the hotel room and then
adds a mark-up to create the final sale price. The mark-up varies between 15%
to 30%.

The rapid growth of this type of agency and the high mark-ups they add on to
rates has led to conflict in recent years with hotel chains. In fact some hotel
chains such as Intercontinental have decided not to sell rooms through online
agencies such as Expedia. This model is not so controversial for resort hotels
given that they are more accustomed to very similar model used by traditional
tour operators. However, in city hotels the model presents a problem due to the

fact that the negotiation of net rates and high mark-ups threatens the traditional
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model that hotel chains use with major travel agency networks involving
commissions of around 10% and annual override payments depending on
sales. In fact, in recent years the rate of commission charged by the traditional
agency networks have increased due to the pressure they have applied to hotel
chains to pay them the same as they pay the online agencies.

Priceline.com surprised the market with an innovative model based on “opaque
rates”, in which the website user chooses a category of hotel, an area of the city
where they would like to stay and the maximum price they are willing to pay; a
price they are obliged to pay if any hotel accepts their offer. Once the booking
has been accepted by the hotel, the user is told the name of the hotel.
Priceline.com earns its revenues from the difference between the price paid by
the user and the price accepted by the hotel. In this model the customer is
initially unaware of the hotel where they will stay and the price accepted by the
hotel remains confidential. This allows hotels to offer significant discounts in
periods of low demand without this having any negative impact on their brand
image (Shapiro & Zillante, 2009).

o Affiliate Networks

These are not exactly booking intermediaries, but rather marketing investments.
Affiliate networks such as Zanox.com or Tradedoubler.com manage advertising
tools (banners, text links, etc...) for customers which they then distribute to an
affiliate network to generate revenues (Constantinides, 2002). The affiliates
normally operate specialist websites with low traffic volumes which generate
revenues through the advertising they publish on their sites based on payments
for each click, for customer acquisition (registration of a user in a certain
website) or commissions on product sales. For hotels a commission of between
7% and 10% may be available, compared to 2% to 3% for airlines and 10% to
13% for vacation packages.

The popularity of travel on the Internet and the success of travel sales have led
to the creation of a dense network of affiliated websites which sell large

volumes of travel products in exchange for a commission.
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e Metasearchers

One of the phenomena that has seen a great deal of growth in recent years are
so-called metasearchers such as kayak.com or sidestep.com. These websites
allow users to search for a certain travel product or service and then show a
results page with the different companies that sell that product or service and
the price at which it is on sale in each of their websites (Kracht & Wang, 2010).
The metasearchers charge a fee for each click that users make on participating
websites. The average Internet user checks between 3 and 4 websites before
buying a product. Metasearchers aim to allow users to book after visiting just
one site which makes the price comparison for them. The searches on these
sites have very high conversion rates thanks to the fact that when the user
clicks through to the supplier website they already know the price that they will

see and have already compared it with other sites.

e Travel Reviews

This is currently one of the fastest growing phenomena. Webs such as
tripadvisors.com or igougo.com (Buhalis & Law, 2008) are already very mature
sites and have almost become an obligatory stop for online travel buyers.
According to a recent survey by Forrester Research, 30% of online travel
buyers read the online advice of other travellers. These websites have
increased their relevance recently with the development of the so-called web
2.0 and are attracting increasing visitor traffic. The websites allow visitors to
read thousands of comments and opinions on hotels made by people who have
actually stayed at those hotels and are beginning to have a large influence in
product purchase decisions (Gunter, Campbell, Touri & Gibson, 2009; Mack,
Blose & Pan, 2008; Pan, MacLaurin & Crotts, 2007; Vermeulen & Seegers,
2009; Ye, Law & Gu, 2009; Zehrer, Crotts & Magnini, 2011). The sites charge a
certain amount per click to the suppliers chosen by visitors, although they are

also beginning to test models based on commissions for some of their services.
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e Social networks

Another phenomenon that is growing very quickly in recent times is the social
network, and particularly the social networks that deal with travel (Buhalis &
Law, 2008). In October 2007, WAYN.com, a travel social network announced
that it had reached a figure of 10 million users. Other social networks such as
facebook.com or myspace.com are promoting specific travel networks to cover
this market niche. Even youtube.com is creating a specific travel channel to
assist users in their travel planning and hotel selection through youtube (Wang
& Fesenmaier, 2004; Xiang & Gretzel, 2010).

FIGURE 2
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Source: own elaboration*

e Search engines

Nevertheless, the players that have achieved the greatest impact in the online
travel booking space are the search engines (Kracht & Wang, 2010). Google or
Yahoo generate millions of travel-related bookings every day; millions of
potential travellers seeking information on a destination or a particular product.
This document aims to provide greater detail on the huge impact that search
engines have in the travel distribution value chain. The figure 2 describes the
typical current distribution model for a hotel chain.

Online distribution in figures

Online travel sales have enjoyed double digit growth for a number of years and
is forecasted to continue to grow over the coming years. The Centre for
Regional and Tourism Research estimated the European online travel market to
have reached a total of 70 billion euro in 2009. The drivers behind this growth
are, on the one hand, a change in consumer behaviour as Internet users begin
to buy more of their travel online and, on the other hand, the growth in the
number of users worldwide. According to Internet World Stats®, in June 2010,
Internet penetration in Europe was 58.4% and in North America was 77.4%.

The market share of OTAs in online distribution has been growing and is
forecast to continue to increase. Both EyeforTravel and Forrester Research
estimate the market share of OTAs at between 50% and 68% of all online sales
in 2007 depending on the different European countries.

In hotel distribution, the hotel chains enjoy considerable advantages over
independent hotels given that their investment capacity allows them to invest in

technology and create powerful, well-positioned websites, while their

* Metasearchers: kayak.com, sidestep.com

Search engines: google.com, yahoo.com, msn.com, ask.com

Review Sites: tripadvisors.com, igougo.com

OTAs: expedia.com, travelocity.com, priceline.com, bookings.com

® www.internetworldstats.com, information updated on 11 February 2011.
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recognisable brand names increase the effectiveness of online marketing to
drive direct sales. Independent hotels, however, with their more limited
resources, tend to leave the distribution of their inventory to the intermediaries.
Electronic commerce has been less common in small hotels (Murphy, 2003)
since they have shortcomings in its management and implementation (Main,
2002; Murphy & Kielgast, 2008). The mass adoption of Internet distribution by
independent hotels in recent years has thus meant that the market share of
OTAs has generally increased, while the share of hotel chains has remained
stable at best.

Change in consumer behaviour

For more than a decade many researchers have been claiming that the
appearance of Internet reduces the importance and role of agencies in travel
distribution (Buhalis & Kaldis, 2008; Gilbert, Beveridge & Lee-Kelley, 2005).
Agents could be the victims of disintermediation in the tourism distribution
channels (Barnett y Standing, 2001; Bennett & Lai, 2005; Buhalis & Licata,
2002; Buhalis, 1998; Dabas & Manaktola, 2007; Law, 2009; Law, Leung &
Wong, 2004; O’Connor & Frew, 2002b; Tsay & Agrawal, 2004; Tse, 2003). The
key factor for travel agencies is their ability to provide personal information and
advice to travellers (Dolnicar & Laesser, 2007; O’'Conner & Frew, 20023a;
Palmer & McCole, 1999; Walle, 1999).

The introduction of the Internet, the massive use of search engines, and the
appearance of websites with comments, advice and personal experiences in
relation to hotels and airlines, have allowed travellers to obtain relevant and
accurate information, contrast varying opinions and even interact with other
travellers that know the destination or hotel. This new way of interacting with the
online world, known as electronic word-of-mouth or eWOM (Bronner & de Hoog,
2011; Hennig-Thurau & Walsh, 2003; Hennig-Thurau, Gwinner, Walsh &
Gremler, 2004; Huang, Chou & Lan, 2007; Litvin, Golsmith & Pan, 2008; Park &
Lee, 2009; Sun, Youn, Wu & Kuntaroporn, 2006), affects their decision-making
process (Chevalier & Mayzlin, 2006; Sen & Lerman, 2007), meaning that the

once useful advice received from travel agents has now been replaced by these
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rapidly growing websites (Buhalis & Law, 2008; Pan, MacLaurin & Crotts, 2007;
Vermeulen & Seegers, 2009; Ye, Law & Gu, 2009).

According to a PhoCusWright survey®, 64% of users looking to buy travel online
use a search engine to help decide what to buy, while 47% also use them
during the decision-making process. According to a survey by conScore
Networks, at least 73% of online travel buyers used search engines in the
weeks leading up to their online purchase.

According to Forrester Research, iCrossing and other leading online behaviour
researchers’, after e-mail, search engines are the most popular tool used by
Internet users. More than 80%?° of Internet sessions begin with a search using a

search engine. Behaviour amongst online travel users is broadly similar.
In a recent survey, HeBS (2007) identified the following key factors:

e Search engines contribute an average of more than 50% of the traffic to

the websites, with the figure oscillating between 48% and 75%.

e The sales generated by visitors from search engines represent the
biggest sales channel for the websites.

e Google and Yahoo are the leading search engines by traffic volume in the

world.

From our own research experience, the following conclusions can be
mentioned:

e The percentage of visitors to Spanish hotel company websites that comes
from search engines is greater than 60%. As Kracht & Wang (2010)
stated search engines are difficult to avoid.

e In Europe, Google is almost in a monopoly position and is way ahead of
Yahoo or Ask with a minimum market share of over 85% in each country.

® PhoCusWright Consumer Travel Trends, Ninth edition, 2007
’ Data from HeBS (2007)
® 91% in USA and 80% EU-25. Source: Pew Internet, Eurostat, CETIC, CCNIC, The Public
Opinion Foundation
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In some countries such as Spain and Germany this share can be up to
97%”°

e The greater the brand recognition of your website, the greater the number
of visits you will receive through search engines, and the greater your
clickthrough ratio'®. This ratio increases for international searches in
which the names of national supplier or intermediary websites appear
which are recognised by the user. This factor is directly related to
credibility and confidence in a brand and, as a consequence, in its
website.

e Search engine strategies need to contain both SEM (marketing) and SEO
(natural results) strategies (O’Connor, 2009a), with both activities being
perfectly complementary.

e Pay-per-click has another advantage over online advertising for
marketers. As marketers only have to pay for each click, no matter how
many times their ad appears in Google, if there are no clicks there is no
cost, meaning that the ads are contributing to brand-building completely
free of charge.

Impact on the travel distribution value chain

To study the impact on the travel distribution value chain of the Internet in
general and search engines in particular as a driver of decision-making in travel
purchases, we must first analyse the service delivery process for travel. We
may identify 6 stages in the travel service process (Figure 3): information
search, planning, product selection, booking, service deliver and post-sale
feedback.

FIGURE 3

® Data from Google Spain referring to September 2007

10 Clickthrough: the ratio obtained from dividing the number of clicks obtained by the number of

searches made.
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Information Plannin Product Bookin Service Post-sale
Search g Selection g Delivery Feedback

Source: own elaboration

For each stage of the process we may find several Internet websites which
cater to that need and has an impact on each of the stages, or even some

websites that affect several stages of the process (Table 1).

TABLE 1

a 8

5 T, n

73 £ =

% o 2 2 -

- © > = x

= & i o =
Information Search . . . oo
P|anning ° ’YS oo oo .
Product Selection oo oo n/a
Booking eoe eoe YT eoe n/a
Service Delivery
Post-Sale & Feedback n/a n/a oo n/a

Source: own elaboration’

1) Information search: The main players in the first stage are the search
engines. As mentioned previously, 80% of users start their Internet session

with a search. Information is sought on a destination in particular or for travel

" Metasearchers: kayak.com, sidestep.com
Search engines: google.com, yahoo.com, msn.com, ask.com
Review Sites: tripadvisors.com, igougo.com
OTAs: expedia.com, travelocity.com, priceline.com, bookings.com
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5)

ideas to decide on which destination to choose. Other players such as
Wikipedia, however, are also beginning to become relevant in the choice of
destinations. Normally people do not visit Wikipedia directly, but the
excellent indexation the site has achieved in search engines make it one of
the first clicks made by users before they decide on their destination
(Héchstétter & Lewandowski, 2009; Medelyan, Milne, Legg & Witten, 2009).

Planning: Once the destination has been chosen, it is time to plan the trip,
exploration of the destination and the route to be taken. This stage in the
process is generally much more relevant in long-stay leisure breaks and
does not make as much sense for a short break or a business trip to the city.
For this stage there are sites such as yahoo travel or hotelchatter.com
where travellers write about their experiences and their chosen routes, and
even publish photos to help other users define their own route. These
websites also contain recommendations on hotels or airlines (Buhalis & Law,
2008; Wang, Yu & Fesenmaier, 2002).

Product/Service selection: This stage is for travellers who know their
destination and just need to know where to stay or with which airline to fly.
Many users type the name of the hotel directly into Google or the hotel plus
the destination to then choose the hotel or supplier that takes their fancy.
Website with user comments, however, have penetrated this market very
quickly. The most popular sites are tripadvisors or igougo with their
numerous comments on products and suggestions to help visitors make
their decision. The OTAs have also added comments in recent times,
however, given their growing importance, and are thus competing with the
mentioned websites at this stage in the process (Lin, Jones & Westwood,
2009).

Booking: Finally the booking is made through the supplier website or an
OTA. As mentioned previously, up to 60% of the visits to these pages come
from a search engine, making the search engines once again highly relevant
at this stage.

Service delivery: Obviously service delivery is made by the supplier.
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6) Feedback on service: With the growth of web 2.0 since mid-2005, this final
stage in the chain has acquired an importance it had never enjoyed before
or which was confined to a reduced circle of friends and family. Nowadays,
sharing your travel experiences on the Internet will help other people choose
and plan their travel, meaning the value chain has a feedback mechanism
which is positive for travellers as it adds value for users and improves the

process in general.

If we analyse the traditional model (Buhalis & Laws, 2001; Buhalis & Licata,
2002; Kracht & Wang, 2010; Wynne et al., 2001), we notice that a large part of
the functions performed by tour operators (inbound and outbound) is being
replaced by the online travel agencies (OTAs) which are contracting directly
with suppliers and selling their products to international markets (Buhalis &
Licata, 2002; Enz, 2003; Kracht & Wang, 2010; Myung, Li & Bai, 2009). The
growth of the Internet has led to the emergence of a new player: the supplier
who sells directly to consumers (Nassar, 2002); meaning that the traditional
value chain has now changed to include new players which are generating
increasing volumes and relevance every year (Figure 4), thus giving way to
what is now a new paradigm for travel distribution (Buhalis & Licata, 2002;
Kracht & Wang, 2010).

FIGURE 4
Inbound Outbound Travel
TTOO TTOO Agency
Destinations
Supplier / OTA

Source: Adapted from Buhalis & Licata (2002); Kracht & Wang (2010)

The search engines
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In the new travel distribution value chain, the search engines are the most

important players and are having the greatest impact on changing consumer
behaviour (Kracht & Wang, 2010; Murphy & Kielgast, 2008).

When we talk about search engines, we are referring to the following four

features:

Organic Search results, are the results obtained from a search engine that
do not involve any advertising payments. Search engines return organic
search results because they calculate that they are the most relevant
results for the terms used in the search. Actions aimed at improving organic
search results for our website are called Search Engine Optimization
(SEQO). SEO is complex and involves the use of Title tag, Meta tags,
headings, etc. to improve the page (O’Connor, 2009a; Sen, 2005).

Paid-for results also known as sponsored links, are text messages that
have an embedded text link which are placed in search engines by
advertisers who pay a certain amount every time a user clicks on the link.
This advertising is known as Search Engine Marketing (SEM) (Pan, Litvin &
O’Donnell, 2007). Position in the search results is extremely important and
rather than modify the Web you can pay for positioning (Sen, 2005). These
links tend to be separated from organic search and warn that it is
advertising, as in the case of Google that locates them on the right side with
a line or separated before the organic search but different color (Héchstétter
& Lewandowski, 2009; O’Connor, 2009a). But it is not clear that consumers
distinguish between both types, sponsored and organic results (Lastowka,
2002). One advantage is that changes in the algorithms do not affect the
paid ads (O’Connor, 2009a).

Local search. This is a rapidly growing service which is especially important
for the travel industry as it is used for searching for services within
destinations. It has already achieved a share of 30% of all searches, and

includes the services of the yellow pages, Google maps, etc.
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- Searches on mobile devices. These should be taken into account in the
medium term given that the opening up of Internet access to mobile devices
such as telephones and PDAs means the potential growth is enormous.

Each of these Search Engine Marketing formats requires specific development,
but based around an integrated strategy which ensures that actions are

complementary.

The impact of search engines on the websites of travel suppliers

The major impact the search engines are having on the origin of the visitors to
travel supplier websites has led to companies rapidly updating the design and
structure of their sites to adapt to the requirements of the search engines
(Murphy & Kielgast, 2008).

A survey by HeBS in October 2007 (2007b) amongst travel company executives
confirmed that SEO was amongst the most important concerns and priorities for
2008 of 72% of companies. The same survey indicatesd that companies were
allocating a sixth of their annual budgets in 2008 to investments to improve

indexing in search engines.

To benefit from changing consumer behaviour travel suppliers and, above all,
travel intermediaries have launched an offensive to “conquer” the prime
positions on search engine results pages when users search for information on

the hotels in a given destination or information on a particular hotel.

FIGURE 5
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Different surveys reveal that 70% of users do not get past the first page of
search results, only 10% reach the second page, and the third and successive
pages make up 5% of the total (Héchstoétter & Lewandowski, 2009; iProspects,
2006; Janse & Spink, 2006; Murphy & Kielgast, 2008; O’Connor, 2009a). If a
company website does not make it into the first ten results of a search engine,
i.e. on the first page, it may as well not exist given that very few users will get
any further than the first ten results.

The success of SEO is not to just get on the first page of search engine results,

but also that the text which appears must be relevant to what the user has been

39
REDMARKA UIMA-Universidad de A Corufia - CIECID
Ano VI, Numero 10, (2013), v2 pp. 19-54
http://www.redmarka.org/
ISSN 1852-2300



The impact of search engines on the hotel... Antoni Serra Cantallops

searching and the “landing page” must also be relevant to the terms searched
(Jansen, Brown & Resnick, 2007).

Let’s see an example. If users search for a “luxury hotel in Madrid”, they will not
click on links which state “cheap hostals” or “hotels at 50€”. Furthermore, if they
click on a link that says “exclusive hotel in Madrid” and find that the landing
page is the home page of a travel agency or any other page that is not closely
related to the expression they have used to search, users will just click on the

“Back” button on their web browser and then click on another link (Figure 5).

FIGURE 6

Hotel Ritz Madrid, Spain - Luxury Hotel Madrid - 5 star hotel in ... =SrTrempcic ests pagins |
Haotel Ritz Madrid - One of the original grand luxury hotels in Eurcpe located in the
heart of Madrid, Exquisite hotel service and unrivalled prestige have ...  -ll—

w.ritzmadrid. com. - En

Flaza dels Lesltscl r'° 5, Madrid -} 147 opinicnes
@ I1"1 31"""" Fagina del luga

Travel Reviews
Title
Description
Landing page URL
Direction
Intermediaries
Picture
G oogle maps info.

Source: own elaboration

As may be seen in the results, the Title and Description of the indexed page is
coherent with the expression used in the search (Figure 6).

As we have mentioned, the final factor to be taken into account is that the
landing page must contain information relevant to the expression used to

search (Jansen, Brown & Resnick, 2007).

There is a technical component to appearing as an indexed page in the results
page of the search engines. This document does not aim to provide an
exhaustive description and recommendation of the techniques to use in SEO,
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but we do consider it important to define some basic recommendations which

must be followed to ensure some success in positioning so that readers are

able to identify the methods followed by suppliers to adapt their websites to the

needs of search engines.

Although search engines algorithms are complex, secrets and frequently

change (O’Connor, 2009a; Sen, 2005), in general there is a fair amount of

common ground in the minimum requirements which need to be in place:

1.

Take care of the technical side of things: although this is not an exhaustive
review of the techniques to employ, the following aspects should be
optimised in order to create a search engine friendly website able to be

indexed by search engines:
a. Avoid the use of: flash, frames, JavaScript, etc...
b. Mainly use pages programmed in HTML or PHP'2

c. Build up a structure of short and logical URLs (maximum 150
characters)

Get external links: get direct links (with no redirections) to your website from
other relevant websites such as directories, yellow pages, etc... some sites
in which you should be listed are: dmoz.org, Wikipedia, alexa, etc. Banners
are not very effective (Brey, So, Kim & Morrison, 2007; Dreze & Hussherr,
2003).

Correct choice of keywords. Keywords are expressions for which you wish
your website to appear in search engine results. For a hotel website this
may be “hotel”, “resort”, “all-inclusive”, etc... Nevertheless, not many users
search for hotels in Google, but rather search for “hotel in Madrid” or “all-
inclusive hotel in punta cana”, so the more detail we have in our keywords
the better we can position our pages given that there will be less competition
and the title and description of our indexed page will be more relevant to the

search terms used by the user.

'2 Website programming languages
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4. Title and description of the page coherent with the search terms used: as
mentioned in the previous point, we must use titles and descriptions for the
pages which are relevant to the keywords for which we wish to achieve

positioning.

5. Content of the landing page relevant to the keywords used in the search
(Jansen, Brown & Resnick, 2007). The landing page should contain
information and content related to the terms searched. If a page is indexed
for the keywords “luxury hotel in Madrid” and then the user is sent direct to
the home page, they may well click the back button to visit another page
given that the landing page did not contain information on the luxury hotel
they were seeking.

If a supplier or intermediary wishes to obtain more traffic from search engines
they must optimise their website pages and structure for search engines (Pan &
Li, 2011). They must bear in mind that the Home page will not be the most
visited page on the site, but rather the page for hotels in Mallorca or in Madrid,
for example. Suppliers must therefore create pages designed especially with
their keywords in mind.

CONCLUSIONS

Search engines have changed the way we plan travel and gather travel
information for ever (Pan & Fesenmaier, 2006). They are new players in the
travel value chain and are being used on a massive scale by travellers (Kracht
& Wang, 2010). Nobody can question their importance and influence in the
travel booking process. In addition to the search engines, the recent growth of
web 2.0 features means that Internet is not only affecting the way we research
and plan our travel, but also having an important affect on our behaviour after
we travel, flooding the Internet with our opinions on different travel products to
recommend or warn fellow travellers about the different travel products (Bronner
& de Hoog, 2011; Gunter, Campbell, Touri & Gibson, 2009; Park & Lee, 2009;
Vermeulen & Seegers, 2009; Ye, Law & Gu, 2009; Zehrer, Crotts & Magnini,
2011).
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The influence of the search engines on distribution has led to travel
intermediaries and suppliers engaging more actively with the Internet and
optimising their websites in an attempt to capture the largest possible number of
visitors. This has led to a “war” to obtain a position on the initial results pages of
search engines, creating new players in the value chain and making online
distribution even more complex (Kracht & Wang, 2010). Travel suppliers are
making a considerable effort: airlines, hotel chains, and car rental companies
see this new model as a way of reducing costs given that they pay only for each
click rather than paying a commission on sales. Direct sales to consumers
increase their awareness of the needs of travellers as it allows them to contact
and communicate directly with them by e-mail, functions which were previously
in the hands of the intermediaries.

Given the relevance of the search engines phenomenon, and the fact that
commission levels in the hotel industry may sometimes reach up to 30%, it
would be no surprise in the short term if search engines such as Google were to
demand their slice of the cake and change their pay-per-click model for a
commission on sales. In summary, the search engines are already an active
part of the travel planning and decision-making process and have joined the
travel distribution value chain. It may be considered a logical step for them to
request a commission for the “advice” they provide as was and as remains the
case in traditional travel agencies. A clear example that disintermediation in a

part of the distribution value chain can lead to reintermediation in another part.
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