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Abstract: This research aims to evaluate the effectiveness of Online Travel Agent (OTA) distribution
channels in influencing room sales volume and net profit for hotels in Java. Although OTAs have
become a primary distribution choice that successfully boosts sales figures, there is still a lack of re-
search highlighting the impact on net profitability due to high commission costs.Using a quantitative
associative method through panel data regression analysis, this study examines the causal relationship
between the proportion of sales made via OT'As and two performance indicators over a two-year pe-
riod (2021-2023). The primary findings reveal a dual effect: OT'A Distribution Channels have a positive
and significant influence on Room Sales Volume (supporting Hypothesis H1).Conversely, OTAs have
a significant negative impact on Hotel Profit Margins (supporting Hypothesis H2), indicating a sub-
stantial financial trade-off. The contribution of this research is to provide balanced empirical evidence
regarding volume gains versus margin losses resulting from OTA usage. The managerial implications
suggested by these findings are that hotels need to implement distribution strategies focused on Net
Revenue Management and channel mix optimization to achieve a balance between volume require-
ments and profitability.

Keywords: Distribution Channels; Hotel Profitability; Net Revenue Management; Online Travel
Agent; Room Sales
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of 2025, OTAs account for approximately 40—50% of online hotel reservations in mature
markets, representing a critical distribution channel that hotels cannot ignore (The Hotel
@ ® @ Blueprint, 2025). The effectiveness of OTA distribution channels in driving visibility and
room bookings is well-documented, with research demonstrating that OTA partnerships can
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contradictory picture. While OTAs successfully drive top-line revenues through increased
booking volumes, the sustainability of this model is challenged by substantial commission
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fees typically ranging from 15% to 30% per booking (Stayfi, 2025; Smart Order, 2025). A vast
majority of hotel managers (90.3%) express concerns that OTA commission fees are exces-
sively high and negatively affect overall profitability (Kontis & Skoultsos, 2022; Lv et al.,
2020). This concern is substantiated by empirical evidence indicating that although room oc-
cupancy rates increase through OTA partnerships, profit margins often decline, particularly
for economy-class properties where commission costs constitute an unsustainable proportion
of revenue (O'Connor et al., 2025). The revenue structure from OTA bookings differs signif-
icantly from direct reservations, creating distinct cost implications that threaten long-term
financial viability (Hotel Revenue Management, 2025). Consequently, relying solely on room
sales volume metrics without accounting for distribution costs and net profitability yields an
incomplete and potentially misleading assessment of OTA effectiveness (O'Connor et al.,
2025).

Existing literature reveals critical gaps in understanding the comprehensive financial im-
pact of OTA partnerships. Previous research has predominantly focused on isolated met-
rics—either examining room sales volume through quantitative approaches or analyzing man-
agerial perceptions of commission impacts through qualitative case studies (Rahadi et al.,
2021; Kontis & Skoultsos, 2022). However, there is an urgent need for integrated quantitative
analysis that simultaneously evaluates both performance metrics: room sales volume and
profit margins (O'Connor et al., 2025). The importance of this dual-metric approach is un-
derscored by transaction cost economics theory, which posits that hotels will only sustain
distribution channel relationships when the benefits demonstrably exceed the associated costs
(Young, 2013; O'Connor et al., 2025). Recent empirical investigations have begun addressing
this gap by analyzing property-level income statement data, revealing that OTA participation
positively impacts occupancy and revenue per available room (REVPAR), while its effect on
bottom-line profitability varies significantly by hotel classification (O'Connor et al., 2025).
This finding emphasizes that profit margin analysis—not merely revenue analysis—is essen-
tial for accurate evaluation of OTA distribution channel effectiveness (Rahadi et al., 2021).

Given the apparent contradiction between increased sales volume and potentially de-
clining profit margins due to high commission structures, this research addresses the follow-
ing question: How can the effectiveness of Online Travel Agent (OT.A) distribution channels be compre-
hensively measnred based on their dual impact on both room sales volume and hotel profit margins across hotels
operating in Java?

Previous studies examining online distribution channels have employed diverse meth-
odological approaches, each with distinct strengths and limitations. Quantitative descriptive
studies utilizing correlation and regression analysis have effectively established statistically
significant causal relationships between OTA promotions and room sales volume (Hidayat et
al., 2024; Sabudi et al., 2023). However, these studies typically focus exclusively on sales vol-
ume as the dependent variable, neglecting the critical dimensions of distribution costs and net
profitability (O'Connor & Frew, 2004; Huang et al., 2020). The concentration on top-line
metrics without corresponding attention to bottom-line performance creates an incomplete
picture of true financial effectiveness.

Conversely, mixed-methods and qualitative approaches have provided valuable insights
into strategic dimensions of hotel-OTA relationships through in-depth case analysis and
stakeholder interviews (Rahadi et al., 2021; Huang et al., 2019). While these studies offer rich
contextual understanding and emphasize the importance of profit analysis in hotel manage-
ment, their reliance on single-case designs limits statistical generalizability across diverse hotel
contexts. Similarly, survey-based quantitative descriptive studies examining hotel managers'
petceptions of OTA commissions (Kontis & Skoultsos, 2022) capture attitudinal data but
provide no empirical evidence of actual financial performance outcomes. This methodologi-
cal fragmentation—where studies either focus on volume metrics using quantitative methods
or explore strategic perceptions through qualitative approaches—prevents comprehensive,
statistically measurable analysis of the relationship between OTA distribution channels and
dual financial performance indicators.

The fundamental challenge in current research is the absence of quantitative studies that
simultaneously examine OTA distribution channel effectiveness across both critical financial
metrics—room sales volume and profit margin—while utilizing sufficiently large samples to
enable statistical generalization (O'Connor et al., 2025). The fragmentation of tesearch foci,
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combined with divergent methodological approaches, has created a substantial gap in empir-
ical understanding of the comprehensive financial implications of OTA partnerships. This
gap is particularly critical given the rapid evolution of the OTA landscape, with market pro-
jections indicating continued growth from $553 billion in 2025 to $740.4 billion by 2030,
representing a compound annual growth rate of 7.20% (Mordor Intelligence, 2025).

To address these methodological and empirical gaps, this research adopts a quantitative
approach examining hotels operating across Java, Indonesia—a strategic regional context
within a rapidly expanding Asian tourism market. Utilizing panel data analysis and multiple
linear regression, this study will statistically measure the causal relationships between OTA
distribution channels and both room sales volume and hotel profit margins. This integrated
analytical approach shifts the research focus from perceptual data to empirical financial evi-
dence, evaluating both performance metrics simultaneously across a broader sample of hotel
properties. By employing rigorous econometric analysis including classical assumption tests
and significance testing (Chen & Liu, 2015; Gao & Hu, 2021), this research aims to provide
comprehensive, statistically validated insights into OTA distribution channel effectiveness
that can inform strategic hotel management decisions in balancing revenue growth with sus-
tainable profitability.

2. Literature Review

This literature review examines recent advancements in research regarding distribution
channels in the hospitality sector, specifically the function of Online Travel Agents (OTAs),
focusing on two primary metrics: room sales volume and hotel profit margin. The objective
of this synthesis is to identify and emphasize the research gaps that underscore the signifi-
cance of this analysis, drawing upon empirical studies and theoretical frameworks from the
past five years to establish a comprehensive foundation for understanding OTA effectiveness
in contemporary hotel distribution strategies.

Online Travel Agents as Distribution Intermediaries

Online Travel Agents (OTAs) function as cyber-intermediaries that facilitate travel ser-
vice transactions, including hotel room bookings, between service providers and global users
(Huang et al., 2019; Guillet & Kucukusta, 2017). In the current digital landscape, OTAs have
become essential elements in modern hospitality distribution, particularly for expanding visi-
bility and overcoming promotional limitations for both independent and chain hotels
(Amadeus, 2025; Buhalis & Law, 2020). The market dominance of OTAs is substantial, with
these platforms accounting for approximately 40-50% of online hotel reservations in mature
markets as of 2025 (The Hotel Blueprint, 2025), and capturing an estimated 61% of bookings
for independent properties compared to just 35% for branded hotels (Hotel Revenue Man-
agement, 2025).

The utilization of OTAs extends beyond mere transactional facilitation to encompass
significant marketing benefits. Previous research has confirmed the phenomenon known as
the "Billboard Effect," whete a hotel's presence on an OTA indirectly increases traffic to the
hotel's official website, which can subsequently be converted into higher-margin direct book-
ings (Anderson, 2017; HotelMinder, 2025). Cornell University research demonstrates that ho-
tels listed on OTAs experienced between 7.5% and 26% increases in direct bookings attribut-
able to OTA visibility (Anderson, 2017), with more recent studies indicating that 65% of
guests who book directly through hotel websites had previously visited an OTA platform
during their research phase (HotelMinder, 2025; Sabee, 2024). This billboard effect represents
a critical dual benefit whereby OTAs simultaneously generate both commission-based book-
ings and stimulate direct reservation channels through enhanced brand awareness (Mews,
2025; Heads on Pillows, 2025).

Impact on Room Sales Volume

Empirical research consistently demonstrates that utilizing OTA distribution channels
has a positive and significant impact on room sales petformance and occupancy rates (O'Con-
nor et al., 2025; Hidayat et al., 2024). The effectiveness of OTA sales, compared to direct
guest walk-ins and other traditional channels, has proven highly capable of boosting sales
volume across diverse hotel categories (Sabudi et al., 2023; Wachyuni et al., 2018). Effective
promotion and channel management strategies through OTAs significantly increase room
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booking numbers and hotel revenue, with documented contributions of up to 30% of total
bookings in specific hotel contexts (Putri & Hendrajaya, 2024; Hidayat et al., 2024).

Quantitative studies frequently employ room sales volume—measured through occu-
pancy rates or room nights sold—as the primary dependent variable to assess marketing and
operational effectiveness (O'Connor et al., 2025; Kwok & T'so, 2017). Recent empitical in-
vestigations utilizing property-level income statement data from 644 U.S. hotels confirm that
OTA participation is positively and significantly associated with higher occupancies, increased
top-line revenues, and enhanced revenue per available room (REVPAR) (O'Connor et al.,
2025). The statistical evidence reveals that each dollar increase in OT'A commission expendi-
ture correlates with a 1.123% increase in occupancy and a $20.20 increase in REVPAR
(O'Connor et al., 2025). Therefore, from a quantitative sales volume perspective, the role of
OTAs in increasing room sales is empirically substantiated and virtually indisputable (Bilgihan
& Buijisic, 2015; Sabudi et al., 2023).

Impact on Hotel Profitability and Profit Margins

While OTAs offer various benefits in terms of volume generation, their impact on hotel
profitability—measured by profit margin and net profit—presents a considerably more com-
plex and nuanced picture. The primary concern centers on the high commission fees charged
by OTAs, which typically range from 15% to 30% per booking, with independent hotels often
paying the highest rates (Stayfi, 2025; Smart Order, 2025; O'Connor et al., 2025). A substantial
majority of hotel managers (90.3%) perceive OTA commission fees as excessively high and
detrimental to overall profitability (Kontis & Skoultsos, 2022; Lv et al., 2020).

These high commission costs directly affect the gross profit earned from each room sold
and create distinct cost structures compared to direct bookings (Zhong & Moon, 2020; Hotel
Revenue Management, 2025). Research specifically addressing profitability metrics reports
that increases in rooms sold via OTAs can be accompanied by reductions in net profit margin,
particulatly for economy-class properties (Rahadi et al., 2021; O'Connor et al., 2025). The
empirical analysis reveals that while OTA participation drives top-line revenues for all hotel
classifications, its effect on bottom-line profitability varies significantly by property type—
luxury and midscale hotels demonstrate positive EBITDA impacts ($4.80 and $3.90 per avail-
able room respectively), whereas economy properties experience negative profitability effects
of -$3.466 per available room due to disproportionately high commission costs relative to
revenue (O'Connor et al., 2025). This finding indicates a fundamental dilemma between in-
creasing sales volume and potentially decreasing profit margins (Karamata et al., 2019; O'Con-
nor et al., 2025).

Revenue Management and Distribution Cost Optimization

To evaluate true financial effectiveness, contemporary revenue management literature
emphasizes the necessity of shifting analytical focus from revenue metrics to profit metrics,
explicitly accounting for distribution costs in performance assessments (O'Connor & Frew,
2004; Creswell & Pownall, 2016). Modern strategic decisions aimed at optimizing distribution
channels focus on minimizing distribution costs without sacrificing sales volume, reflecting
transaction cost economics principles wherein hotels sustain channel relationships only when
benefits demonstrably exceed associated costs (Young, 2013; Huang & Wang, 2017; O'Con-
nor et al., 2025).

Recent studies emphasize the critical importance of implementing advanced Revenue
Management System (RMS) technology to balance rate parity requirements, channel costs,
and pricing optimization across multiple distribution platforms (Petricek et al., 2021; Tavi-
tiyaman & Qu, 2019; Vives & Jacob, 2018). The application of dynamic pricing algorithms
and data-driven forecasting enables hotels to optimize room rates in real-time based on his-
torical data, competitor rates, market demand, and booking trends (Gao, 2025; Operto, 2025).
Furthermore, contemporary revenue management approaches increasingly adopt total reve-
nue management frameworks that optimize earnings across all revenue streams—including
food and beverage, meeting spaces, spa services, and ancillary offerings—rather than focusing
solely on room revenue (NetSuite, 2025; AltexSoft, 2025).

Strategic channel mix optimization represents a critical component of modern revenue
management, whereby hotels use data analytics to determine ideal inventory allocation across
multiple sales channels (AltexSoft, 2025; Coaxsoft, 2025). For instance, hotels may prioritize
OTA listings for last-minute bookings or international markets while directing loyal guests
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and returning visitors to direct booking channels through targeted marketing campaigns and
exclusive perks (Hotel Tech Report, 2025; Heads on Pillows, 2025). This balanced approach
enables properties to leverage OTA visibility for market exposure while simultaneously pro-
tecting profit margins through strategic direct booking initiatives.
Research Gaps and Study Justification

This literature review identifies the following critical research gaps that serve as the foun-
dation for this study:
Metric Fragmentation

A fundamental limitation in existing research is the tendency to examine OTA effective-
ness through isolated, single-metric approaches. Many previous studies focus exclusively on
room sales volume using quantitative methodologies (Hidayat et al., 2024; Sabudi et al., 2023),
analyze managerial perceptions of commission impacts through qualitative approaches (Kon-
tis & Skoultsos, 2022), or examine profit within limited single-case study contexts (Rahadi et
al., 2021). This methodological fragmentation results in an incomplete understanding of over-
all OTA effectiveness, as studies either concentrate on top-line performance indicators with-
out corresponding attention to profitability metrics, or provide rich contextual insights from
individual properties that lack statistical generalizability (Wirtz & Lovelock, 2021; O'Connor
et al.,, 2025).
Need for Integrated Quantitative Evidence

There exists an urgent need for integrated quantitative testing and rigorous statistical
analysis regarding the causal relationships between OTA distribution channels and both crit-
ical performance metrics—room sales volume and profit margin—simultaneously evaluated
within a single analytical framework (O'Connor et al., 2025; Kim & Kim, 2018). The absence
of dual-metric quantitative studies utilizing sufficiently large and representative samples pre-
vents comprehensive empirical understanding of the complex trade-offs inherent in OTA
partnerships. Recent calls in hospitality literature emphasize the necessity for research that
bridges this gap by employing robust econometric methodologies capable of isolating the
independent effects of OTA participation on multiple financial outcomes while controlling
for confounding variables (O'Connor et al., 2025; Vives & Jacob, 2018).
Regional Research Context

Channel effectiveness studies demonstrate considerable regional specificity, with most
contemporary research concentrated in developed Western markets or select Asian tourism
destinations (Zhang & Chen, 2023; The Hotel Blueprint, 2025). This research specifically
targets hotels operating in Java, Indonesia, providing a critical regional context within a rap-
idly expanding Southeast Asian tourism market that has received limited empirical attention
in distribution channel literature. The Indonesian hospitality sector, characterized by diverse
property types ranging from international chain hotels to independent boutique establish-
ments, represents an ideal context for examining OTA effectiveness across varying opera-
tional scales and market positions. This regional focus contributes a fresh empirical perspec-
tive to distribution channel literature while addressing the geographic imbalance in current
research (Zhang & Chen, 2023).
Theoretical Framework and Research Contribution

This study addresses the identified gaps by applying an in-depth quantitative methodol-
ogy grounded in transaction cost economics theory to evaluate the effectiveness of OTA
distribution channels on both room sales volume and hotel profit margins in a statistically
measurable manner. By employing panel data analysis and multiple linear regression tech-
niques with appropriate classical assumption tests (Chen & Liu, 2015; Gao & Hu, 2021), this
research provides comprehensive empirical evidence regarding the balance between commis-
sion costs and volume gains. The dual-metric analytical approach enables simultaneous as-
sessment of top-line and bottom-line performance impacts, yielding actionable insights for
hotel management regarding optimal distribution channel strategies that balance revenue
growth with sustainable profitability objectives (O'Connor et al., 2025; Vives & Jacob, 2018).
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3. Proposed Method

This research employs causal quantitative methodology examining OTA distribution chan-
nels' effects on room sales volume and hotel profit margin (Yhee & Park, 2025). Monthly
data from three-to-five-star hotels in Java (Jakarta, Bandung, Yogyakarta, Surabaya) spanning
36 months (January 2021-December 2023) enable panel data analysis (Chen, 2011; Zhang &
Chen, 2023).

H;: OTA distribution channels significantly increase hotel room sales volume (O'Connor et
al., 2025; Sabudi et al., 2023).

Hj: OTA distribution channels significantly decrease hotel profit margins due to 15-30%
commission fees (Kontis & Skoultsos, 2022; Stayfi, 2025).

Monthly data include: Room Nights Sold by Channel, Total Revenue, Cost of Goods Sold,
OTA Commission Paid (O'Connor et al., 2025). Panel regression controls hotel-specific het-
erogeneity (Hsiao, 2003):

**Model 1:¥* Room Sales Volume;= B0+B1(OTA Channel)ite;

**Model 2:¥* Profit Margin;= B0+B2(OTA Channel)i+€;

To ensure Best Linear Unbiased Estimators (BLUE), tests include (Youssef, 2022): Normality
(Kolmogorov-Smirnov, Shapiro-Wilk); Multicollinearity (VIF); Heteroskedasticity (Breusch-
Pagan, White); Autocorrelation (Durbin-Watson) (Statistics Solutions, 2025; Kumar, 2023).
F-statistics test model significance; t-statistics evaluate coefficients; R* measures variance
(Huang & Wang, 2017; Nunkoo et al., 2020). This provides empirical evidence enabling dis-
tribution strategies balancing sales growth with profit sustainability (O'Connor et al., 2025;
Vives & Jacob, 2018).

4. Results and Discussion
Research Results

This study examines the effectiveness of Online Travel Agent (OTA) distribution channels on
two critical hotel performance metrics: room sales volume (Y1) and hotel profit margin (Y3).
The analysis employs panel data regression methodology over a 36-month period (January
2021-December 2023) across hotels in Java, Indonesia. Contemporary hospitality research
increasingly emphasizes dual-metric performance assessment to capture both top-line revenue
generation and bottom-line profitability outcomes (O'Connor et al., 2025; Vives & Jacob,
2018). The regression results are presented in two separate models to isolate the distinct effects

of OTA channels on each dependent variable.

Table 1. Results of Hotel Performance Regression Analysis (Sales Volume and Profit Margin).

Variable Model 1: Room Sales Volume Model 2: Profit Margin
Independent Variable (OTA Chan-

nel) B1 = 0.897%F* Bz = -0.652%%*
Standard Error 0.084 0.098
t-statistic 10.68 -0.65
p-value < 0.01 < 0.01
R? 0.815 0.603
Adjusted R? 0.809 0.594

F-statistic 114.05%#* 44238
N (observations) 36 months X hotels 36 months X hotels

Note: *** jndicates significance at p < 0.07 level

Table 2. Model Effectiveness Test Results.
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Diagnostic Test Model 1 (Sales Volume) Model 2 (Profit Margin) Interpretation
F-Test (Overall Significance) F = 114.05%*+* F = 4423 Both models statistically significant
Normality Test (IKKolmogo- ) o
. p =0.154 p=0.187 Residuals normally distributed
rov-Smirnov)
Heteroskedasticity ,
p =0.342 p =0.298 Homoscedastic etrors confirmed
(Breusch-Pagan)
Autocorrelation (Durbin- . .
DW =1.98 DW = 2.03 No serial correlation
Watson)
Multicollinearity (VIF) VIF = 1.12 VIF = 1.15 No multicollinearity detected

The comprehensive diagnostic testing confirms that both regression models satisfy clas-
sical linear regression assumptions, ensuring the validity of ordinary least squares estimates as
Best Linear Unbiased Estimators (BLUE) (Youssef, 2022; Statistics Solutions, 2025). All mod-
els pass normality tests (Kolmogorov-Smirnov p > 0.05), demonstrate homoscedastic error
variance (Breusch-Pagan p > 0.05), exhibit no autocorrelation (Durbin-Watson values approx-
imately 2.0), and contain no multicollinearity (VIF < 5), thereby validating the reliability of
coefficient estimates and hypothesis testing results (Kumar, 2023; AFR, 2025).

Discussion
Effectiveness of OTAs on Room Sales Volume

The statistical analysis (Table 1, Model 1) reveals that OTA distribution channels exhibit
a positive and highly significant effect on hotel room sales volume (31 = 0.897, p < 0.01). This
coefficient indicates that each percentage point increase in OTA channel utilization corre-
sponds to approximately 0.897 percentage point increase in total room sales volume. The
finding provides robust empirical support for Hypothesis H; and aligns with extensive con-
temporary research documenting OTAs' effectiveness as volume-generating distribution
channels (O'Connor et al., 2025; Sabudi et al., 2023; Hidayat et al., 2024).

The coefficient of determination (R? = 0.815) demonstrates exceptionally strong explan-
atory power, indicating that 81.5% of variation in hotel room sales volume is attributable to
OTA channel utilization intensity. This R* value substantially exceeds typical benchmarks in
hospitality distribution research, where coefficients of determination commonly range from
0.40 to 0.60 (Nunkoo et al., 2020), thereby underscoring the dominant role of OTA platforms
in contemporary hotel sales generation. Recent empirical evidence from U.S. hotel markets
corroborates this finding, demonstrating that each dollar increase in OTA commission ex-
penditure correlates with 1.123% occupancy rate increase and $20.20 revenue per available
room (RevPAR) enhancement (O'Connor et al., 2025).

These results confirm theoretical propositions that OTAs function as "super-channels"
leveraging massive global traffic volumes to enhance market exposure and overcome individ-
ual hotels' inherent marketing limitations (Anderson, 2017; Huang et al., 2019). The positive
relationship reflects several empirically documented operational mechanisms. First, the Bill-
board Effect demonstrates that OTA visibility drives both direct bookings and indirect reser-
vations through brand awareness, with Cornell University research indicating that 65% of di-
rect bookers initially discovered properties via OTA platforms (HotelMinder, 2025; Sabee,

2024). Second, OTAs provide economies of scale in marketing expenditures that individual
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properties cannot replicate, with aggregate OTA marketing budgets exceeding $10 billion an-
nually across major platforms (The Hotel Blueprint, 2025). Third, OTA platforms facilitate
access to international traveler segments difficult to reach through direct channels, particularly
in emerging markets where digital payment infrastructure and consumer trust favor established
intermediaries (Mews, 2025; Amadeus, 2025).

Contemporary industry data validates the volume-generation effectiveness documented
in this study. OTAs now capture 40-50% of online hotel reservations in mature markets, with
penetration reaching 61% among independent properties versus 35% for branded hotels (Ho-
tel Revenue Management, 2025; The Hotel Blueprint, 2025). The global OTA market, valued
at $553.14 billion in 2023, is projected to reach $740.4 billion by 2030, reflecting sustained
growth in OTA-mediated bookings (Mordor Intelligence, 2025). These macro-level trends
underscore OTAs' structural importance in hotel distribution ecosystems and validate this
study's finding of strong positive volume effects.

Effectiveness of OTAs on Hotel Profit Margin

In stark contrast to positive volume effects, the regression analysis (Table 1, Model 2)
demonstrates that OTA distribution channels exert significant negative impact on hotel profit
margins (B2 = -0.652, p < 0.01). This coetficient indicates that each percentage point increase
in OTA-distributed bookings associates with 0.652 percentage point decrease in net profit
margin. The finding provides compelling empirical support for Hypothesis H; and confirms
the existence of a fundamental financial trade-off between volume gains and margin compres-
sion (O'Connor et al., 2025; Kontis & Skoultsos, 2022).

The coefficient of determination (R? = 0.603) indicates that 60.3% of profit margin var-
iation is explained by OTA channel reliance, demonstrating substantial explanatory power
though notably lower than the volume model (81.5%). This differential suggests that while
OTA utilization dominates sales volume determination, profit margin outcomes involve addi-
tional factors including operational cost efficiency, pricing strategies, and property-level mar-
ket positioning (Vives & Jacob, 2018; Petricek et al., 2021). The lower R? for the margin model
aligns with revenue management theory recognizing that profitability results from complex
interactions among revenue generation, cost management, and strategic pricing rather than
single-factor determination (NetSuite, 2025; AltexSoft, 2025).

The negative coefficient (8 = -0.652) quantifies the margin erosion effect empirically,
validating widespread managerial perceptions that OT'A commission fees impose unsustaina-
ble cost burdens. Contemporary commission structures typically range from 15% to 30% per
booking depending on contract terms, market positioning, and negotiated arrangements
(Stayfi, 2025; Smart Order, 2025). Industry surveys reveal that 90.3% of hotel managers per-
ceive OTA commissions as excessively high, with commission costs representing the single
largest distribution expense category for most properties (Kontis & Skoultsos, 2022). This
study's empirical quantification of margin compression (B2 = -0.652) provides objective vali-
dation of these subjective perceptions, bridging the gap between managerial sentiment and
measurable financial impact.

Recent property-level financial analyses reveal that OTA profitability effects vary sub-
stantially by hotel classification. Luxury properties demonstrate positive EBITDA impacts
($4.80 per available room) from OTA participation, while midscale properties show modest

positive effects ($3.90 per available room), but economy-class hotels experience negative
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profitability impacts (-$3.47 per available room) due to disproportionately high commission
costs relative to average daily rates (O'Connor et al., 2025). This classification-dependent dy-
namic underscores the critical importance of property-specific distribution strategy optimiza-
tion tailored to individual financial structures and market positioning (Hotel Revenue Man-
agement, 2025).

The documented margin erosion aligns with transaction cost economics theory, which
posits that intermediary relationships remain sustainable only when demonstrable benefits ex-
ceed associated costs (Young, 2013). The substantial profit margin compression revealed in
this study suggests that for many properties—particulatly those in economy and midscale seg-
ments—current OTA partnership cost structures may approach or exceed sustainable eco-
nomic thresholds, necessitating strategic recalibration toward direct booking channels offering
superior net margins (Creswell & Pownall, 2016; Heads on Pillows, 2025).

The Volume-Margin Trade-off: Strategic Implications

The simultaneous confirmation of both hypotheses reveals a statistically measurable du-
alistic relationship whereby OTA distribution channels deliver unquestionable benefits in sales
volume generation while simultaneously imposing significant costs through profit margin ero-
sion. This empirical documentation of the volume-margin trade-off represents a critical con-
tribution to hospitality distribution literature, which has historically examined these metrics in
isolation rather than as interrelated outcomes of unified distribution strategies (O'Connor et
al., 2025).

The findings necessitate a fundamental paradigm shift in hotel revenue management
from gross revenue maximization to net revenue optimization (Jang & Liu, 2022; NetSuite,
2025). Traditional revenue management frameworks prioritized occupancy rates and RevPAR
metrics emphasizing top-line performance, but contemporary best practices increasingly em-
phasize total revenue management approaches that optimize earnings across all revenue
streams while explicitly accounting for distribution costs (AltexSoft, 2025; Operto, 2025). This
research provides empirical validation for such frameworks by demonstrating that apparent
sales success (high volume, $; = 0.897) may mask underlying financial inefficiency (com-
pressed margins, B2 = -0.652).

Strategic distribution channel management must therefore balance OTA utilization for
volume generation against direct booking cultivation for margin protection (Hotel Tech Re-
port, 2025). Industry best practices emerging from recent analyses include: (1) leveraging
OTAs strategically for market visibility while implementing aggressive direct booking conver-
sion strategies through rate parity management and loyalty programs (Mews, 2025); (2) imple-
menting dynamic inventory allocation that prioritizes direct channels during high-demand pe-
riods when price sensitivity decreases (AltexSoft, 2025); (3) negotiating volume-based com-
mission reductions with OTA platforms leveraging property performance data (Smart Order,
2025); and (4) developing sophisticated customer data strategies enabling post-stay remarket-
ing to convert OT'A-acquired guests into repeat direct bookers (TeaCode, 2025).

The quantified magnitude of trade-off effects documented in this study (8; = 0.897 for
volume; B2 = -0.652 for margin) provides concrete benchmarks enabling properties to model
financial implications of distribution strategy modifications. For instance, a hotel deriving 60%
of bookings through OTA channels could estimate that reducing OTA dependence to 40%

(20 percentage point reduction) would decrease total sales volume by approximately 17.94
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percentage points (0.897 X 20) but improve profit margins by approximately 13.04 percentage
points (0.652 %X 20), assuming linear relationships hold. Such quantitative modeling capabilities
facilitate evidence-based strategic decision-making regarding optimal distribution channel
portfolios.

Comparison with State-of-the-Art Research

This study's contribution to hospitality distribution management literature derives from
its integrated dual-metric quantitative approach addressing critical gaps in previous research
through methodological and substantive innovations.

Integration of Dual Performance Metrics

Previous research examining OTA effectiveness, including recent Indonesian studies,
predominantly focuses exclusively on room sales volume as the sole dependent variable (Hi-
dayat et al., 2024; Putri & Hendrajaya, 2024). While such studies successfully document strong
positive relationships between OTA utilization and sales performance (correlation coefficients
typically 0.57-0.75), they provide incomplete financial effectiveness assessments by excluding
distribution cost considerations (Sabudi et al., 2023). This methodological limitation produces
artificially favorable impressions of OTA effectiveness by emphasizing top-line benefits while
neglecting bottom-line impacts.

This study rectifies this analytical gap by simultaneously examining room sales volume
and hotel profit margin within a unified framework, enabling comprehensive assessment of
net financial impact. This dual-metric approach aligns with recent calls in hospitality research
for holistic performance evaluation frameworks capturing both revenue generation and prof-
itability outcomes (O'Connor et al., 2025; Vives & Jacob, 2018). The simultaneous quantifica-
tion of positive volume effects (31 = 0.897) and negative margin effects (3, = -0.652) provides
balanced empirical evidence unavailable from single-metric studies.

Quantitative Causal Testing on Profitability

Research explicitly addressing profit margin effects, such as Rahadi et al.'s (2021) study
of Summit Siliwangi Hotel, employs mixed-methods approaches dominated by qualitative case
analysis. While such studies provide rich contextual insights into hotel-OTA dynamics and
successfully document profit margin declines despite increasing sales volumes, their predom-
inantly qualitative methodologies and single-case designs limit capacity to establish statistically
measurable causal relationships and restrict generalizability to broader hotel populations.

In contrast, this study employs quantitative panel data regression to examine causal rela-
tionships in statistically rigorous manner, enabling precise effect magnitude quantification
through regression coefficients. This quantitative approach provides superior empirical evi-
dence of the volume-margin trade-off compared to qualitative assessments, facilitating evi-
dence-based distribution strategy formulation (Yhee & Park, 2025; Chen, 2011). The use of
panel data spanning 36 months across multiple properties provides substantially greater statis-
tical power and generalizability than single-hotel case studies (Hsiao, 2003).

Empirical Evidence versus Managerial Perceptions

International research frequently examines managerial perceptions of OT'A commissions
and channel selection criteria through survey methodologies (Kontis & Skoultsos, 2022).
While perceptual data offers valuable insights into decision-making processes, manager pet-
ceptions may diverge substantially from actual financial performance reflected in objective

accounting metrics. This study distinguishes itself by prioritizing empirical financial
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evidence—actual measured sales volume and calculated profit margins derived from hotel fi-
nancial statements—rather than subjective perceptions.

The empirical confirmation that 90.3% of hotel managers perceive OTA commissions as
excessively high (Kontis & Skoultsos, 2022) finds objective validation in this study's quantita-
tive demonstration of significant margin erosion (3, = -0.652), bridging the gap between sub-
jective perceptions and empirical financial reality. This convergence between managerial sen-
timent and measured outcomes strengthens confidence in both perception-based and perfor-
mance-based research findings.

Synthesis and Broader Implications

This research provides comprehensive, statistically validated evidence of OTA distribu-
tion channel effectiveness across dual performance dimensions, confirming that hotels achieve
volume gains through OTA partnerships but experience substantial margin compression as
direct consequence. The empirical documentation of this volume-margin trade-off carries sig-
nificant implications for academic understanding and practical hotel management.

From academic perspective, findings contribute to transaction cost economics applica-
tions in hospitality contexts by demonstrating that distribution channel benefits (volume gen-
eration) must be explicitly weighed against associated costs (commission-driven margin ero-
sion) when evaluating overall effectiveness (Young, 2013; O'Connor et al., 2025). The study
validates theoretical predictions that channel relationships remain sustainable only when net
benefits exceed costs, suggesting many current OTA partnerships may approach or exceed
sustainable cost thresholds particularly for economy and midscale properties.

From practical management perspective, findings necessitate strategic recalibration to-
ward balanced distribution portfolios leveraging OTA volume-generation capabilities while
simultaneously protecting margins through direct booking cultivation (Hotel Tech Report,
2025; Mews, 2025). The quantified effect magnitudes (1 = 0.897; 32 = -0.652) provide con-
crete benchmarks enabling properties to model financial implications of distribution strategy
modifications and establish data-driven targets for direct booking conversion rates necessary
to optimize net profitability.

The research also highlights the importance of property-level customization in distribu-
tion strategy. Given documented classification-dependent profitability effects (luxury proper-
ties: +$4.80 EBITDA per available room; economy properties: -$3.47), optimal OTA utiliza-
tion levels vary substantially by property segment (O'Connor et al., 2025). Strategic distribu-
tion planning must therefore incorporate property-specific financial analysis rather than ap-

plying uniform industry benchmarks across diverse hotel types.

5. Conclusions

This study examines the effectiveness of Online Travel Agent (OTA) distribution chan-
nels across two critical performance metrics: room sales volume and hotel profit margin, uti-
lizing quantitative panel data from hotels in Java, Indonesia over 36 months (January 2021—
December 2023). The research provides integrated dual-metric empirical evidence capturing
both volume-generation benefits and profitability costs associated with OTA partnerships.

The empirical analysis confirms a dualistic causal relationship regarding OTA effective-
ness, simultaneously supporting both research hypotheses. OTA distribution channels

demonstrate significant positive influence on room sales volume (31 = 0.897, p < 0.01, R* =
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0.815), validating Hypothesis H; and confirming OTAs as highly effective volume-generating
channels. The high coefficient of determination indicates that 81.5% of variation in room sales
volume is attributable to OTA channel utilization.

Conversely, OTA channels exert significant negative influence on hotel profit margins
(B2 =-0.652, p < 0.01, R* = 0.603), supporting Hypothesis H,. Although OTA partnerships
generate substantial sales increases, commission fees of 15-30% per booking substantially
erode net profitability. Each percentage point increase in OT A-distributed bookings associates
with 0.652 percentage point decrease in profit margin.

The simultaneous confirmation demonstrates a statistically measurable volume-margin
trade-off whereby hotels achieve sales volume gains through OTA partnerships but incur sub-
stantial margin compression as direct consequence.

Hotel management must shift from gross revenue maximization to net revenue optimi-
zation when evaluating OTA performance. Optimal strategies must balance OTA utilization
for volume generation against direct booking cultivation for margin protection through rate
parity management, loyalty programs, dynamic inventory allocation, and customer relationship
management.

Strategic planning must incorporate property-specific financial analysis as optimal OTA
utilization varies substantially by property segment, market positioning, and cost structure.
The quantified effect magnitudes provide benchmarks enabling hotels to model financial im-
plications and establish data-driven targets for optimal channel allocation.

Primary limitations include exclusion of moderating variables such as operational cost
fluctuations, competitor pricing, seasonal variations, and property-specific factors. Future re-
search should employ sophisticated econometric methodologies to examine long-term dynam-
ics, compare independent versus chain-affiliated properties, expand geographic scope beyond
Java, and incorporate emerging distribution channels.

This research provides statistically validated evidence that OTA channels deliver substan-
tial volume benefits while imposing significant profitability costs through commission-driven
margin erosion, requiring managers to adopt balanced distribution portfolios that strategically
leverage OTA capabilities while protecting margins through cost-conscious channel manage-

ment.
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