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Abstract: Distribution is an important element of the marketing mix and is the entire chain of
activity that is required to get the product from where it was produced to where it is consumed.
In general, a product or service cannot be reached directly to the customer, so there is a need
for intermediaries or a distribution channel. Since industrial products are related to physical
aspects and they are tangible, unlike the specifications of the tourism products which are
intangible, so distribution process works in reverse. In recent years, developments in the
Information and Communication Technologies (ICT) have revolutionized distribution
channels. Consequently, the economic borders of the countries have abolished, resulting in
sweeping changes in the management and marketing strategies of the tourism industry. From
the production of tourist products and services to the marketing and destination management,
and from the supply chain to marketing strategies, leaded to the emergence of new technical
and operational structures in the modern (contemporary) system as well as neo-classical
systems instead of traditional (classic) systems which have been essential for many years in
distribution channels. Based on a comprehensive literature review, this study aims at the
modern (contemporary) approach the roles of suppliers and travel organizations, their
approach to the distribution channels and how they are influenced in the context of new
business models.

Key words: Distribution systems, new business models, information and communication
technologies, intermediaries, integration.

Introduction

only possible by using effective and contemporary distribution channels. It is so

important that producers and suppliers should aim to reduce production costs, drive up
operational efficiency and increase consumer (tourist) satisfaction at each level of the supply
chain. An organization of tourism within a supply chain needs to build close relationships with
both upstream and downstream partners. A tourism distribution channel is an organized service
system that consists of producers/suppliers, intermediaries and final customers (tourists).

D istribution channels aim to assist the product that is existed in the market and this is

Generally, there are two ways of reaching potential customers;
1- Direct Distribution: The producer/supplier sells his product without using an intermediary.
2- Indirect Distribution: Selling products through intermediaries.
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With the developments in the ICT, apart from traditional (classic) system which is used in
distribution channels, modern (contemporary) and neo-classical systems as new structures have
emerged.

Traditional (Classic) Approach

Traditional (classical) travel agencies were the main players during the implementation of the
"Central Reservation System (CRS)" in the 1970s and the "Global Distribution System (GDS)"
in the 1980s which were initiated by the airlines providing vertical integration with all suppliers.

In the old system, the business was mainly manual, the communication was simple, slow,
inflexible, more likely to fail and the staff cost was high. The operations were depending on the
knowledge and skills of the staff. The opportunity to make changes for the customers was very
limited. Figure Number 1 shows Tourism distribution Mechanism.

Outbound Tour Operators inbound Destinations and
travel agendes travel agencies Princpals
{high street sellers} (handling agents)
— - Accommodation
Restaurants and
it i K Hospitality
& & 59 Airline
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= Coach Op:
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Figure 1: Tourism Distribution Mechanism
Source: Page, S., and Connell, J. (2009) Tourism, A Modern Synthesis, Cengage Learning.
P.145

As it is seen from the figure above, the main producers in the distribution system are the hotels,
restaurants, airlines, cruise and other hospitality services. Although travel agencies and tour
operators are main players of the traditional (classic) system, other suppliers like hotels are
often trying to make direct sales in order to gain more profit.

The tourism product cannot be stored. Intermediaries such as travel agencies, therefore, do not
hold any stock, Intermediaries have no reason to be loyal to a particular supplier and can,
therefore, be influential in the purchase — the intermediary is not partial. Thus, in time, we see
that the classical approach partially renewed itself. According to Stern and El-Ansary
distribution in tourism is in two ways; 2%

286 Stern, L. W. and El-Ansary, A. (1992) Marketing Channels, Prentice Hall, Englewood Cliffs, N. J. p. 142.
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Distribution in tourism is in two ways;
1- Main / Basic distribution, and
2- Reinforced (augmented) distribution.

Main / Basic distribution is the traditional (classical) intermediary activity and brings the seller
and buyer together. Consequently, in reinforced (augmented) distribution, the travel agencies
create additional value for the customers and they can offer services that other suppliers cannot
provide. They also act as suppliers and provide direct consultation with customers by providing
them with all kinds of information about products. In the context, the incorporation of tour
operators, outgoing travel agencies, hotels and airlines is a typical example of vertical merging.

287 as it is shown in below figure 2. 3
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Figure 2: Tourism Distribution Channel Member's needs and requests
Source: Dimitrios Buhalis, eTourism, Prentice Hall, UK, 2003, p.181

You can see in figure 2; functions and features had emerged as a result of a complex relationship
between distribution channel members.

However, it seems that traditional (classical) travel agencies will lose their assets by time, but
some of the works, criteria, and principles, as shown above, are still being utilized in the tourism

287 Buhalis, D. And Laws, E. (2001), Tourism Distribution Channels, Continuum, London.
Mill, P. And Morrison, A. (1998), The Tourism System, 3rd. Edn, Kendall/Hunt, USA. 3 Dimitrios
Buhalis, eTourism, Prentice Hall Financial Times, UK, 2003, p. 181.
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sector. As the result of developments in the ICT, the Internet has undergone radical changes in
the marketing and distribution system. So, modern (contemporary) and neo-classical agencies
have gradually included in the system.

Modern (Contemporary) Approach

As a result of technological developments the tourism marketing and distribution system have
revolutionized and have given a way to "Modern (Contemporary) Approach." Strategic,
operational and tactical management of tourism organizations have dramatically changed and
have played important role in the planning, production, marketing, operational, financial and
distribution functions of the tourism industry.

Information and Communication Technologies (ICT) has revolutionized the Tourism marketing
and distribution system and gave way to the modern (contemporary) approach.?*® And brought
e-commerce marketing. Along with the online communications and digital transformation
which optimized operational processes and created new business.

Distribution channels affect tourism industries in two ways:

A- the increase and diversity of the intermediaries in direct and indirect directions,

B- the indispensable importance of online channels. Airlines, hotels, rent-a-car companies are
reaching out to their customers via their online websites, so as attraction centers are also
implementing the same without an intermediary.

Li and Petrick (2008) have taken the issue further and said, "In order to be able to assimilate
the role of marketing in the dominant logical paradigm of marketing, we must focus on the
complex networks of operations, activities, customers, and suppliers. 2*

Goeldner and Ritchie (2009) made a different definition and said that "Distribution refers to the
operation structure and system of various travel organization combinations by the producers of
travel products and confirms the content of travel agreements with the consumption. 2%

Strategic, operational and tactical management of tourism organizations dramatically changed
and played important role in the planning, production, marketing, operational, financial and
distribution functions of the tourism industry. Thus, tourism enterprises started to manage their
communications and interaction with online systems through the external world by internet,
internally by intranet and with regular partners by extranet. According to our view, the modern
(contemporary) approach to distribution channels have four important elements;

1-The indispensable importance of online channels.*!

2- Diversification and increase of intermediaries.

3- Neo-classic agencies participating to the system, (Travel agencies that use the old and

new elements together).

288 Luiz Moutinho, Strategic Management in Tourism, CABI Tourism Texts, 2nd Edition, UK, 2010, p. 142.

289 Li, X. And Petrick, J.F. (2008), “Tourism marketing in an era of paradigm shift”, Journal of Travel Research,
46, 236-244.

2% Goeldner, C.R. and Ritchie, J.R.B. (2009), Tourism: Principles, Practices, Philosophies, John Wiley, Hoboken,
NIJ.

21 Ciineyt Mengii, Seyahat Isletmelerinde Yonetim ve Operasyon Stratejileri Modern Sentez, Detay Yaymcilik,
Ankara 2018, pp. 142-167.
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4- the Classic system is partly continuing as well.

In the modern system, tour operators, wholesalers, retail travel agencies, as well as suppliers
who are service providers are actively engaged in intermediation using the ICT tools wholly or
partly.

Tourism Distribution Channels in Modern and Neo-Classical Approach

Nowadays, the clientele who are individuals, groups and organizations, provide their travel and
hotel needs from online travel agencies, however, tour operators and travel agencies are not
main but still important players in tourism and travel businesses. In the modern (contemporary)
and neo-classical approach, suppliers (producers), intermediaries (distribution channel
members) and target groups (customers) in distribution channels are listed in the following
figure 3,
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@ Y
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Transport
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Accommodation

— Travel Agencies ———— Individuals
Insurance

— Cross Supplier ——— Groups
Entertainment
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Other
Specialized Services
N
Online Channel >

& v J

Figure 3: Tourism services, distributors, and target population
Source: Luiz Moutinho, Strategic Management in Tourism, CABI Tourism, 2nd Edition, UK,
2010, p. 143.

As it is shown in the above figure, tourist services can be provided to consumers either by direct
suppliers or by tour operators and travel agencies, or even by airlines, accommodation
companies called cross suppliers. Travel operators can provide the necessary services from their
offices (offline) or online sales systems (online). As it is shown in figure 4, interactions could
take place through an offline channel or through an online channel.
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SUPPLIERS
Airlines, Cruise Lines, Railways, Hotels,
Other Lodging Companies, Rent-a-car, Attraction Centers,
Events, Restaurant etc.

DIRECT B
ONLINE ONLINE | |

Websites 6| -Onine

Internet & | Distribution

e-mail g Database
Cell-phones || | Z| " (oDD)

OFFLINE i)

Walk-in

By phone

FINAL CONSUMERS
Individuals, Groups, Corporate

Figure 4: To reach to the final consumers as online or offline.

Figure 4 shows direct offline & online transactions between suppliers and final customers and
also showing transactions between suppliers to final consumers through the intermediaries.

Intermediaries in Modern Distribution System

There are many intermediaries and suppliers in tourism distribution channels. In this channel,
the upstream and downstream partners need to be in a very good relationship. In the supply
chain, the upper intermediaries bring together different products and services and offer to the
middle and lower partners as a package tour. In this way, the products that are turned into tour
packages are delivered to the final consumers (tourists) through distribution channels.?*> In
tourism, the terms "supply chain" and '"distribution channel" are sometimes used
interchangeably and both provide links between tourism suppliers and final consumers.
However, the difference between them is the direction from the upper suppliers towards the
intermediary is called "supply chain" and the direction towards the lower customers from the
upper suppliers and intermediaries is called "distribution channel". >

292 Chris Cooper, Essential of Tourism, Prentice Hall Financial Times, UK, 2012.

293 Smith, S.L.J and Xia H. (2008), “Culinary Tourism Supply Chains: A preliminary Examination”, Journal of
Travel Research, 46. 289-299.
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There are two kinds of intermediaries in the distribution system; 1- Tour operators (tour
organizers) 2- Retail travel agencies.

It is important to know the importance of intermediaries and intermediation in the tourism
distribution channel. Intermediaries include tour operators who combine two or more tourism
element such as hotel booking and arranging transportation and sell it to the public. So,
producers and tour operators are called "principals" Because it is not easy for a principal to have
a sales office in different regions, cities or countries, they work with "Travel agencies" as the
second type of intermediary to access to the market. 27+2%°

On the other hand, the widespread use of (ICT) is putting extreme pressure on distribution
systems. This is because international Online travel agencies (OTA's) such as Expedia, Orbitz,
Travelocity have entered the tourism market. In order to compete with OTA's tour operators
and travel agencies not only trying to offer lower prices and are also obliged to add value to
their products. 2%

Tour operators are divided into three categories as large, medium and small according to the
services that they provide. *’ Today, major international holiday markets are dominated by
large European tour operators.

Suppliers, Strategic Dimensions, and Options of the Modern Approach

Suppliers (producers) have to decide the most effective channel structure to fulfill the
distribution task. The right decision about channel length and width should be made accurately.
Channel length defines the number of channels that a supplier can reach final consumers
(tourists). Multi-channel distribution is the most common application in the tourism industry.

Obviously, more channels provide more flexibility to customers and reduce the risk. Three main
delivery options have been identified for suppliers as shown below;

1. Exclusive: The supplier should select a limited number of channels to best distribute
the product and this is most appropriate for the marketing strategy plan. In exclusive
distribution tourism suppliers' often give the right to distribute their products through
one intermediary. For this reason, the intermediary has no other competitors and the
supplier receives strong support.

2. Intensive: The product is brought to the highest level through all existing channels. But
the main difference with the exclusive distribution channel is that the supplier is in a
dominant position and intermediaries have to compete with each other in order to meet
the sales targets specified by the supplier.

3. Selective: Distribution of the products of the supplier through a limited number of
intermediaries. All three types are shown in below figure 5.2%

294 Smith, S.L.J and Xia H. (2008), “Culinary Tourism Supply Chains: A preliminary Examination”, Journal of
Travel Research,

295 289-299.

2% Tepelus, C.M. (2005), “Aiming for Sustainability in the Tour Operating Business”, Journal of Cleaner
Production, 13, 99-107.

27 Ciineyt Mengii, Seyahat Isletmelerinde Y&netim ve Operasyon Stratejileri Modern Sentez, Detay Yayincilik,
Ankara 2018, pp. 142-167.

298 Haiyan Song, Tourism Supply Chain Management, Routledge, UK, 2012, p. 113.
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Figure 5: Distribution Intensity
Source: Haiyan Song, Tourism Supply Chain Management, Routledge, UK, 2012, p. 113.

As we can see above, there are many interdependent players in distribution channels. Naturally,
within the above three distribution channels, the intermediaries prefer the most exclusive form,
and all of them have their own specific tasks. This may at times give rise to ideas or compromise
between channel members. In the past years, opposite behaviors were exhibited among the
members who tried to gain more market share and channel power. Among the distribution
channel there are two main approaches; *° 1-Micro-economic approach, 2-Behavioral
approach.

In the microeconomic approach, the operator concerns about the length of the distribution
channel and how much it will cost. They want the best benefit of the operation. All options are
carefully studied and financial burden and benefits are discussions around the table. The
behavioral approach focuses on issues such as the behavior of the organizations in the channel,
their relationships, how they compete with others, and the strengths of the channel.

Today, there are two concepts in intermediation: a- Existing intermediaries b- New
intermediaries.

B2B ve B2C 3%

The relationship between the two travel operators is called business to business (B2B) and the
relationship between travel operator with consumer called (B2C). Communication between
businesses and consumers have become much easier with the internet use. In this sense, the
most important use of the internet is in the field of tourism marketing, in regards to purchasing
and procurement processes as a business to business (B2B) transactions. On the other hand,

2% Ujma, D. (2001), “Distribution channels for tourism: theory and issues”, pp. 33-52, in Buhalis, D. And Laws,
E. (eds) (2001), Tourism Distribution Channels: Practices, Issues and Transformations, Continuum, London.
300 B2B: Business to Business; Isletmeden isletmeye B2C: Business to Customer: Isletmeden miisteriye
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internet users will find wide use in the business world and in the coming years will have an
even more important position in commercial life. **' In tourism, the internet serves as a bridge
that fills the gap between customers and operators, and also allows for interactive
communication and commercialization between travel operators. Apart from B2B and B2C,
there are relations like customers to customers (C2C) business to citizens (B2C) and business
to government (B2G) 3%

Cross suppliers in the distribution system

The option of direct sales through the internet create new opportunities for hotels and airlines
so they usually do not prefer to use travel agencies and tour operators. Indeed, many airline
companies are offering services of hotel or car rental reservations and in the same way; hotels
are also offering airline bookings, guided city tours or car rentals etc. Thus, suppliers are able
to sell their products directly via the Internet, distribute their products on a global

Integration Strategy in Modern System 303

In the distribution channel, each member has a particular role and functions but all of whom
dependent on their activity. In the channel relationship each member is striving to gain market
share and channel power from other. Channel power depends on the changing of the behavior
of each channel members. According to Ujma (2001), *** each channel member forms "Base of
power" according to the size of the company, the limits of the owners' authority and the
agreements they have made with other member firms. The companies that have the most power
in the distribution channel undertake the channel leader role. Some channel members are much
powerful that they are known as channel leader who formulates policy for the whole channel.

In this context, Mill and Marrison described three channels on the base of power. 3%

1-Consensus: No member has any power over the others. Each company works equally for the
same goal. 2-Horizontal Integration: Horizontal integration occurs when there is a
convergence between similar types of companies in the distribution channel. For example a tour
operator deals with another tour operator, it is very common in the tour operator and travel
agency sector and such integration does not involve capital participation between the parties.
The main supplier is a strong and leader in product range and distribution. The main benefit is;
creation of purchasing power, Provide a market profile, Recognition in a wider area, More ICT
access and lower cost of ownership, Higher return per transaction.

3-Vertical Integration: Vertical integration is the degree to which a company owns its
upstream suppliers and its downstream buyers. For example, a tour operator can buy a hotel
chain or an airline company to reduce warranty costs. On the other hand, a tour operator can

30 Middleton & Clarke, Marketing in Travel and Tourism, Butterworth Heinemann, Third Edition, 2002, Chapter
10; p. 159.

302 Beech & Chadwick, The Business of Tourism Management, Prentice Hall, 2006, p. 255.

303 Cooper, Essentials of Tourism, Prentice Hall Financial Times, UK, 2012, p. 197.

304 Ujma, D. (2001), “Distribution channels for tourism: theory and issues”, pp. 33-52, in Buhalis, D. And Laws,
E. (eds) (2001), Tourism Distribution Channels: Practices, Issues and Transformations, Continuum, London.

305 Mill, R.C. and Marrison, A.M. (1985) The Tourism System. An Introductory Text, Prentice Hall, Englewood
Cliffs, NJ.
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buy a chain of travel agencies to protect their sales. This is called forward integration. This type
of integration is still developing in retail agencies, where the independents are predominant. 3%

Reactionary Strategies of the Others:

The integration of major suppliers in
distribution channels and their vertical
integration with tour operators and horizontal
integration with airlines, Hotels, cruise ships
made non-integrated companies vulnerable
and encouraged them to find new strategies to
protect themselves. In this regard small travel
operators have contractual cooperation with
the independent Agencies they try to protect
their competitiveness. this type of system
which is called franchising and is widely used
in the tourism industry and there is no
management relationship between tour
operators and travel agencies. The only
relationship between them 1is entirely
business. The measures companies take to
protect themselves are;

1- Independent travel agencies set a
consortium among themselves to
minimize the risk of losing market
share. This can give them an equal
bargaining power against large
integrations.

2- Independent agencies may adopt new
strategies that are different from the
existing market and offer consumer
special services in destination selection.

3- Small agencies and tour operators can
benefit by offering attractive packages
called dynamic packages, which
provide flexible opportunities and can
quickly affect customers.
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4- With bargaining power, they can get attractive prices from different hotels in destinations.

In future in the distribution channel tour operators will be divided into two different groups; **’
1-  Multi-national, large and vertically integrated, wide distribution, strong global network,
intensive sales, but less profitable tour operators,

306 Buhalis, D. And Laws, E. (2001), Tourism Distribution Channels, Continuum, London. Mill, P. And Morrison,
A. (1998), The Tourism ystem, 3rd. Edn, Kendall/Hunt, USA.

307 Buhalis, D. (2003), eTourism: Information Technology for Strategic Tourism Management, Pearson Education,
Harlow.
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2- Small, adapted to market conditions, focused on specific products and destinations,
fewer sales intensive but high-profit tour operators.

Of course, for both tour operators and travel agencies, their future will be determined by how
successful they are in use of technological tools.

New trends and threats in distribution 38

Tourism is a very volatile sector and every passing day facing new dynamics and threats. In
future possible trends and those threats can be listed as follows;

1- Threat of new entrants: When new competitors entering the market with a strong force
can make the work of existing travel agencies and tour operators difficult.

2- Bargaining Power of Suppliers: Online distribution channels offer direct sales from the
suppliers to the tourists and that reduces the business relations with the travel agencies
and by that distribution will be combined with multiple channels, but It will give priority
to the company's own distribution channel.

3- Bargaining Power of Customers: Consumers can compare the prices of products and
services over the internet, make reservations, change reservations, and make purchasing
transaction. Because they can see different products it gives them bargaining power.

4- Competition in the market: in this regard; there are two different concepts ;

- Innovation will be very important to bring competitive advantage to travel operators
- When the online channels focus more on the customer the role of consumers will be
increased. the power of online systems is taken into consideration.

Strategies developed by neo-classical agencies

Neo-classical travel agencies effort on motivation, innovation, specialization and integration
management and the products and services they offer to the tourism market that determines the
customer's desire and satisfaction level both should be compatible. 3%

As aresult, both the traditional (classical) travel agencies and neo-classic travel agencies should
focus on the following activities;

1- Workshops: travel agencies organize workshops to promote their products both at home
and abroad.

2- Trade Fairs: are the major marketing activities in today'a highly competitive marketplace
nationally or internationally. Its aim is to create opportunities for contact and exchange
discussion and information.

3- Fam Trips: It is a good opportunity for the participants to meet local counterparts and
establish business contacts.

4- Support for new products: Support may be needed when products initially do not attract
customer interest.

5- Marketing intelligence: Knowing who your competitors are, and what they are offering,
can help you to make your products, services, and marketing stand out and improve your
own business performance.

3% Luiz Moutinho, Strategic Management in Tourism, Cabi Tourism Texts, p.p 152-153.
309 Milan, A. and Esteban, A. (2004), Development of a multiple-item scale for measuring customer satisfaction
in travel agencies services. Tourism Management 25(5), 533-546.
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Conclusion

In recent years the developments in Information and Communication Technologies (ICT) have
rapidly increased. In this context, distribution systems, digital transformation and the tendency
towards globalization of communication systems are also showing increasing trends. Lately,
besides the internet and especially website applications, the position of social media and their
relationship with the channels has come to the highest level priority. In parallel with these
developments, the modern approach as new technical and operational structures appeared and
the scope of classical travel agencies has narrowed, so, they will not exist if they do not adapt
to the new technological developments in time.

In today's life, on one hand, the consumer became more conscious, and on the other hand, the
spread of the use of ICT caused severe competition and changed the business models in the
tourism industry. All stakeholders should develop their businesses according to the ICT.
Suppliers created new strategies, dimensions, and options and at the same time, this caused the
emergence of cross-suppliers and they gained a position in the modern system.

At the time when cards are being redistributed with this new approach, distribution channels
have created new power on consensus and integrations. Due to the diversity of online channels
and the increase of intermediaries, neo-classic agencies have been participating in the system
and developing customer-centric products for the preferences of the customers.

Every day there are new entries in the tourism market, so the tourism enterprises have to modify
their systems in order to protect themselves from the new entrants and should develop new
strategies.

Ideas that seemed impossible just a few decades ago are now a reality. It seems the
developments in the ICT will never come to an end. It is a fact that as a result of the continued
use of technical facilities and increase in tourist needs, in the future new intermediation forms,
new structures and new management styles will have occurred.
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