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Abstract
Information technology plays an important role in the hospitality and tourism
industry. The internet has reshaped the distribution channels and thus suppliers and
consumers can contact directly. It also changes consumers searching and booking
behaviors. So information technology brings online travel agents some challenges in
the marketing strategy.
Literature Review includes the theoretical background of online travel booking
industry and summaries the previous researches in the field of hospitality and tourism
industry. The analytical framework of this study mainly includes the impact of
information technology on the Porter’s five forces model which was used for
gathering and analyzing the empirical data and the PEST model. Nowadays,
intelligent travel is highly efficient and trendy.
In conducting this study, I adopted a qualitative approach to analyze challenges
faced by online travel agents. I chose two sample companies Ctrip.com and
Qunar.com from China. The empirical data were mainly collected from two
semi-structured interviews and secondary data such as the official website and
travel-related information.
The conclusion is that the information technology has a great impact on the
tourism enterprises. The competition is fierce and consumers are more demanding.
Through cooperating and integrating travel-related information resources, the tourism
enterprises can provide better products and professional services to consumers and
improve their travel experiences.
Key words: online travel agents (OTAs), challenges, marketing strategy, Ctrip.com, Qunar.com
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1 Introduction
In this chapter, there are five parts including background, problem discussion,
research question, research purpose, and delimitations.

1.1 Background
Internet development in China
China celebrated its 20th anniversary in 2014 that China has connected to the Internet
in full function. The number of Chinese consumers using the internet is over 600
million (“China celebrated anniversary,” 2014). Dating back to the date on April 20th,
1994, China connected to the internet through an international line of 64k. From then
on, China was recognized as a country that has the full function internet and has
stepped into the internet era (“China celebrated anniversary,” 2014).
The pace of internet development in China is very amazing. In December 2013,
China Internet Network Information Center (CNNIC) published its 33rd Statistical
Report about internet development in China. Research by the CNNIC found that the
total number of internet users in China is 617.58 million and the popularization rate
was 45.8% at the end of 2013 (“China online travel,” 2013). The number of internet
users has been up to 53.58 million and the popularization rate was 3.7% higher than
that of 2012 (“China online travel,” 2013). Looking back to the end of 2005, the total
number of internet users in China is only 111 million and the popularization rate was
8.5% (“China online travel,” 2013).
The development of the internet improved the online shopping. There is an
obvious growth in the volume of online shopping. According to the report, the total
number of online shoppers is 30.2 billion and the utilization rate was 6.0% higher and
reached 48.9% by the end of 2013 (“China online travel,” 2013). The volume of
group buying users reached 14.1 billion and the utilization rate was 8.0% higher and
reached 68.9% by the end of 2013 (“China online travel,” 2013). Both online
shopping and group buying are the quickest business application. The fast
development of business application is due to the improvement of payment, logistics
and the support of the whole environment (“China online travel,” 2013).
Development of online travel in China
Online travel does not mean traveling online or through the internet without going out.
Rather, it refers to searching and booking travel-related products, at the same time,
sharing travel experience via the internet. Depending on the internet, by cooperating
with hotels, airlines, travel agencies and suppliers, online travel agents (OTAs, also
known as third-party websites, or TPWs) provide hotels and flights booking,
packaged tours, business travel management, travel information and other
travel-related service to consumers and become comprehensive agent companies
1

(“China online travel,” 2013). In other words, the third-party OTAs are organizations
that provide services mainly through the internet instead of physical outlets. Familiar
overseas examples are Expedia.com, Orbitz.com, Priceline.com, as well as
Travelocity.com (Guillet & Law, 2013). The goal of online travel agents is to provide
service to satisfy the consumer’s needs of travel.
The popularity of OTAs is due to their consumer-focused goal (Law & Leung,
2000) and convenience (Kim, Bojanic, & Warnick, 2009). The role of OTAs has
changed. In the past, online travel agents act as a bridge linking suppliers with
consumers. OTAs realize the communications between suppliers and consumers. With
the development of the internet, OTAs are not only intermediates. Rather, OTAs take
the role of business partners with suppliers (Guillet & Law, 2013). The business
model of OTAs mainly includes three categories, according to O'Connor (2003). Take
hotels for example:
First, it is the merchant model. OTAs buy hotel rooms at a lower price and sell
them at a higher price. When a room is booked, the price differentials are OTAs’ profit.
However, one disadvantage is that OTAs take the risk by themselves if the room
cannot be sold (Tranter, Stuart-Hill, & Parker, 2009).
Second, it is the commissionable (agency) model. Under the commissionable
model, OTAs arrange booking for hotel rooms in the context of agreed price between
two parties. The hotels give commissions to OTAs for each transaction. OTAs will get
the commission after the checkout of guests (Tranter, Stuart-Hill, & Parker, 2009).
The two examples of this thesis belong to this model.
Third, it is opaque model. The most prominent and typical example of this model
is Priceline.com. Founded in 1998 by Jay Walker, Priceline.com is famous for its
consumer-to-business (C2B) business model and “Name your own price” system. In
the context of off-peak travel, the supply of travel resources is over demand. The
Priceline grasps the chance and provides low price of products for consumers.
Priceline has agreed price with hotels and it will receive the lowest bids from
consumers. It generates the profits from the price differentials. However, both the
seller and the buyer do not know the information provided mutually.
Both the commissionable model and opaque model are also called information
intermediary model. Some OTAs use single model, while others use the combination
of more models. For example, leading travel agent Expedia uses both the merchant
and agency model, Travelocity uses three models together shared by Lanz and Das (as
cited in Guillet & Law, 2013). Expedia has provided a portfolio of brands, and eLong
is one of them.
Compared with traditional travel agents, a main feature of online travel is on the
web. Except the way of searching and booking, there is no big difference between the
two methods. Online travel changes the distribution channel and consumers booking
behaviors. Thus, it has a great effect on the tourism industry.
From the perspective of the tourism industry, the penetration rate of online travel
is not high and has great potential. According to IResearch, in 2013, the total volume
of travel is about RMB 2947.5 billions (Kong, 2014). Among them, the total volume
of online travel is RMB 252.2 billion; increased 45% compared with RMB 172.97
2

billion in 2012, the penetration rate of OTA is only 8.5% (Kong, 2014). In aspects of
using by consumers, by the end of June 2013, the number of internet users who have
ever used the OTAs booking travels is RMB13.3 million and takes up 22.4% among
the whole internet users (“China online travel,” 2013). Compared with the developed
countries in online travel industry, such as the United States, the penetration rate is
70%, ours is only 22.4%, our market has great potential (“China online travel,” 2013).
The service industry can bring more jobs and contribute to economic growth.
According to the statistics of the service sector of the U.S. economy in 2006, the
number of employment in the service sector to the total employment is over 80%, the
contribution of service sector to the gross domestic product (GDP) is over 80% as
well. Another indicator that explains the importance of service economy is that
service trade is growing worldwide. Leading providers of services such as
McDonald’s and Expedia are providing information, knowledge, creativity and
technology to the world (Zeithaml, Bitner& Gremler, 2006).
In China, the government stresses the importance of service sector and greatly
supports the development of service industry. According to the statistics of National
Bureau of Statistics of China, in 2012, the contribution of service industry to China
gross domestic product (GDP) is 45.6%, almost equals to that of the tourism industry
45.3% (“National data,” 2013). The service industry has many benefits, such as no
pollutants, lower energy consuming and providing more jobs. It is also good to the
economic growth (“National data,” 2013). The average level about contribution of
service industry to the GDP is 60% in the developed countries, so China still has a
long way to go (Ma, Wang, & Liu, 2013).
Tourism industry belongs to the service industry and brings benefits to the
economy and employment. Developing tourism industry is helpful to upgrade
industry structure and cope with problems in the urban area, such as environmental
issues. Online travel booking industry is based on the internet and differentiated from
the traditional travel agencies.
The challenges that the internet brings to OTAs
The dynamic environment brings online travel agents more challenges in marketing
strategy than before as a result of the technology. The technology has changed the
distribution channel and brings more competitors. Consumers are more complex and
demanding. From the view of competitors, many suppliers such as hotels and airlines
can provide better products and prices for consumers directly. There are many high
and new technology-based online travel sectors coming into the market and focusing
on different market segmentation. There are some Chinese electronic commerce
websites such as Taobao.com and Jingdong.com and search engines such as Google
and baidu.com also joining the online travel market. From the view of consumers,
they have more personalized needs and attach more importance to the service quality
instead of low price. They have more options and the transitional cost is low.
Nowadays, online travel industry in China is still belonging to the immature market,
many online travel sectors are in need of broadening the market share and attracting
more Chinese consumers. Developing mobile clients still needs great efforts and is in
3

the process of exploring. According to Yilu Zhao, the CSO of Qunar.com, she thinks
there are four main challenges faced by online travel market. Price, the variety of
products, service and payment security are the core tasks (“Qunar appoints,” 2014).

1.2 Problem Discussion
In China, you can see many consumers waiting in a long line for many hours at the
ticket office just to buy tickets or book travel products. One of the main reasons that
they refuse to use online travel is that they are concerned about payment security.
Another reason that prevents consumers from buying online is privacy issue (Kolsaker,
Lee‐Kelley, & Choy, 2004). Or they do not know how to use it. This is different
from the developed countries, such as the USA where most people search and book
travels on the web because it is more convenient, and the types of products are very
productive. The price is transparent and it is easy to compare prices for price-sensitive
consumers. Consumers can book the travel on the web 24 hours seven days and
confirm instantly. Consumers can get personalized products and service by consulting
customer service representatives (CSRs) either on line or by calling service center.
The internet has a great impact on social, organizational and public life (Castells,
2010). The internet has changed the distribution channels about tourism-related
information. It also changes the consumer behaviors that people used to plan and
travel (Buhalis & Law, 2008). Online travel is internet-based. So information
technology plays an important role in the tourism industry.
Although some studies have been done in this field, the marketing environment of
online travel has changed to large degree in the past several years, the online travel
agents face different challenges than before. So the research needs to be updated.
Travel industry belongs to the service industry and it could bring huge economic
profits and improve the life of people. China plans to develop it with great support
and putting up with many encouraging policies, such as putting forward the new
tourism law. Chinese consumers nowadays would like travel in spare time or on
vacation. But now there are some problems coming up in the travel market, such as
the price competition, increasing consumers’ complaints, internet safety and
decreasing trust issue and traffic jam. Besides, the history of online travel booking
industry in China is not long. So it has many problems which need to be solved and it
still has a long distance compared with America and European travel industry.

1.3 Research Question
Based on the literature review and problem discussion mentioned above, the main
research question of this study is what are the challenges in marketing strategy
encountered by online travel agents in China? In order to discuss and analyze the
challenges in depth, four sub-questions are formulated revolving around the
marketing strategies.
(1) How to attract more Chinese consumers to use OTAs?
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(2)What are the competitive advantages of OTAs compared with traditional (offline)
travel agencies?
(3)What are the impacts of technology on OTAs?
(4)What are the future marketing strategies of OTAs?

1.4 Research Purpose
The main purpose of the thesis is to demonstrate challenges faced by two online travel
agents in China, Ctrip.com and Qunar.com and put forward some suggested solutions
about how to cope with these difficulties, shortcomings and challenges. The online
travel industry in China falls far behind the USA and the market is open worldwide. If
we do not improve ours, we will face not only challenges from domestic competitors
but also threats overseas. So it is urgent to solve the problems.

1.5 Delimitations
This thesis studies about the online travel booking industry. From the perspective of
travel industry development, many scholars and institutions demonstrate that online
travel industry is a market that has huge growth potentials. Online travel represents
the future orientation of the travel industry. After coming to Sweden, I found that
tourism in Sweden is highly developed and there are many good things worth learning
from.
In my study, I focus on Chinese online travel market because I am familiar with
my home country. Besides, people are richer and have much desire to travel. The
travel market these days is very popular. But online travel market is in its infancy, and
has many problems. In order to develop it further and better, we need to analyze and
give some solutions and suggested advices.
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2 Literature Review
Literature review includes the theoretical background of online travel industry and
summaries the previous researches in the field of tourism and hospitality.

2.1 Literature Review about Marketing Strategy
2.1.1Brand Awareness: Brand Recall and Brand Recognition
A good brand can provide intangible value that is not easy for competitors to imitate.
Hence, a strong corporate brand provides sustainably competitive advantage for the
firm and lead to consumer loyalty (Hatch & Schultz, 2003). In the context of the
tourism industry, corporate branding strategy is necessary to improve corporate
reputation, maintain consumer loyalty, as well as charge a premium price (Chevalier
& Mazzalovo, 2012).
Brand awareness reflects an advantage that the brand of an enterprise exists in
consumer’s mind (Pappu, Quester, & Cooksey, 2005). Brand awareness refers to the
ability of consumers that they recognize and recall the details about the brand within
different products or services and then make decision (Rossiter & Percy, 1987). Brand
awareness consists of two forms: brand recall and brand recognition performance
(Keller, 1993). Brand recognition refers to the ability consumers can verify that they
have seen the brand before when the brand is given as a cue (Hutchinson & Raman,
1994; Keller, 1993). Brand recall refers to the ability consumers can speak a brand
name from the memory when given the product category as a cue (Hutchinson &
Raman, 1994). Brand awareness has some effect on the word-of-mouth in hospitality
and tourism industry.

2.1.2 Word-of-Mouth in Hospitality and Tourism Industry
The definition of word-of-mouth refers to the influence or transmission that
consumers communicate between each other about a product, service or a company.
The behaviors have nothing to do with business or commercial activity (Litvin,
Goldsmith, & Pan, 2008). With the development of the internet, WOM has a broader
definition. According to Goldsmith (2006), the electronic word-of-mouth (eWOM)
refers to informal communication. The communication is internet-based and it is
about products, services or the sellers. The communication can exist between
consumers and producers as well as consumers themselves. It distinguishes from mass
media. Electronic word-of-mouth is a kind of word-of-mouth.
I adapted a research model from the journal “electronic word-of-mouth in
hospitality and tourism management” shared by Litvin, Goldsmith, and Pan (2008). I
found the conceptual framework is based upon a handful of past studies centered on
6

WOM. It is very useful for marketers to find the resources and effects of WOM.
Figure 2.1 shows the framework.

Figure 2.1 A conceptual model of word-of-mouth
Source: Litvin, Goldsmith, & Pan, 2008, p. 460.
Sources of WOM mainly come from two aspects. One is from mass media.
Opinion leaders use mass media to influence opinion seekers. They provide
professional knowledge or suggestions to seekers in a specific field and are trusted by
seekers, according to Piirto (1992). For example, we can see official advertisement of
Momomdo published on the social networking Facebook. Another is from consumers’
own experiences. Consumers have a desire to share experiences with others about
factors related to emotions, such as pleasant or angry, according to Dichter (1966). In
the contemporary society, people would rather trust consumer review websites instead
of mass media because they think personal experiences are more truthful and reliable.
Social media website includes various forms of user-generated contents (UGCs), such
as blogs, virtual communities, social networks, and media files shared on sites like
Youtube (Gretzel, 2006). One prominent example is TripAdvisor. Many reviews come
from real experiences instead of professional travel writers and paid writers. Besides,
the user-generated contents (UGCs) have more detailed or inside information (Jeacle
& Carter, 2011). However, there is some untruthful information on the internet too.
There are three variables affecting the WOM. From the perspective of the
originator, researchers found that if companies want to have a positive WOM among
consumers, they have to build a satisfying relationship with consumers (Gremler,
Gwinner, & Brown, 2001). According to Dichter (1966), researchers also found that
consumers will transmit a positive WOM when they get higher involvements in the
product. In addition, consumers can produce positive WOM by gaining surprise from
the corporate during the consumption (Derbaix & Vanhamme, 2003).
From the view of listeners, the variables include brand, the degree of integrating
into a society, and assessment of the product. During the process of purchase intention,
WOM plays a role to unfamiliar brand while has no obvious effect on familiar brand
(Sundaram & Webster, 1999). That is, WOM is affected by brand awareness. Besides,
based on previous research, according to Arndt (1967), whether WOM has an effect
on consumers depends on the degree of their integration to the society, such as to a
community. If consumers are active in a community, they will easily be influenced by
7

others. Or they will not. Further, research found that negative WOM about a product
or service will change the attitude of consumers to a product or service (Laczniak,
DeCarlo, & Ramaswami, 2001).
The outcomes of WOM exert influences on consumers. For example, a positive
WOM increases the chance of buying, while a negative WOM lowers the chance of
purchasing shared by Arndt (1967). Besides, WOM could affect product assessment,
according to Mahajan, Muller, and Bass (1990). Further, WOM can also influence
customer loyalty shared by Gruen, Osmonkekov, and Czaplewski (2006). Finally,
WOM can control consumers shared by Whyteand and result in product acceptance
shared by Bass (1969).
In the field of tourism industry, personal recommendation or WOM plays an
important role and has a long history (Butler, 1980). However, positive WOM will
lead to higher expectation, so it is more difficult to satisfy higher expectation. Hence,
the customer gap will become broadened (Díaz-Martín, Iglesias, Vázquez, & Ruiz,
2000). Figure 2.2 shows the gaps model of service quality. Moreover, according to
Gelb and Sundaram (2002), electronic word-of-mouth (eWOM) is also a good
mediate to spread complaints about suppliers and service among travel website,
internet virtual community, customer review websites and chat room.
Marketers in tourism management have to manage online interpersonal influence
because WOM is very important. First, according to Lewis and Chambers (2002),
online travel is a kind of service which is intangible. Consumers can not evaluate the
service before experience. That is, WOM has a great effect on them. Second,
according to Walker (1995), many consumers depend on WOM to reduce risks and
uncertainty before purchasing travels. Third, online travel belongs to service, the
feature of service is seasonal and perishable (Rao & Singhapakdi, 1997). If the hotel
rooms cannot be sold out, then it will reduce profits. And finally, positive online
interpersonal influence can bring competitiveness and competitive advantage to the
travel industry. It is a good way to help firms promote and make advertisement for
free. It is also noticed that firms should pay attention to after-sale service and deal
with consumer’s complaints efficiently.

2.1.3 Service Marketing
The definition of service marketing
Service is a process that one person or entity provides for another person or entity
(Zeithaml, Bitner, & Gremler, 2006). The broad definition of service is that the
outputs are intangible products instead of physical products. The service also provides
value-added products such as enjoyment or satisfaction. There are four main features
of service that are different from goods: intangible, simultaneous production and
consumption, heterogeneous and perishable. Service industry or enterprises are
sectors which core product is service. Service can happen in practical place, such as
providing foods to consumers in the restaurant. It can also happen over the phone or
one the web, such as providing booking service by online travel agents (Zeithaml,
Bitner& Gremler, 2006).
8

The features between services and goods
Table 2.1 summarizes the differences between goods and services. Many marketing
strategies are based on the characteristics of the services. Services are intangible
because they cannot be touched, tasted or seen. Services are usually performed by
human, so the services cannot be the same exactly. The process of service is usually
simultaneous production and consumption, such as haircutting. The last one is
perishable. The service cannot be stored, inventoried or resold, such as a seat on the
cinema. Based on the characteristics above, services marketers face some challenges
when making strategy (Zeithaml, Bitner, & Gremler, 2006).
Table 2.1 Difference between goods and service
Goods
Service
tangible
intangible
standardized
heterogeneous
Production separate from consumption
Simultaneous
consumption
nonperishable
perishable
Source: Zeithaml, Bitner, & Gremler, 2006, p. 20

production

and

The Gaps model of service quality
The customer gap refers to the differences between consumer expected service and
perceived service. Usually consumer expected service is a kind of standard, while the
perceived service is the actual or real experiences. Marketers can control some
sources of customer expectations, such as pricing and advertisement. Marketers have
limited ability to control other sources, such as word-of-mouth, personal needs as well
as past experiences. The ideal situation is consumer expected service equals to
perceived service. But in the context of the real world, it is hard to realize. Perceived
service is usually lower to expected service. The aim of the service marketing is to
bridge the gap. As below, there are four other gaps need to be closed in order to close
the customer gap (Zeithaml, Bitner, & Gremler, 2006). Figure 2.2 shows it.

9

Figure 2.2 Gaps model of service quality
Source: Zeithaml, Bitner, & Gremler, 2006, pp. 33-43
Gap 1 is the listening gap. It refers to the difference between customer
expectations of service and company understanding of those expectations. The main
reason is that firms do not understand what the expectations are. There are some main
factors attributed to the gap one. For example, inadequate market research, lacking of
communication with people who are closer to consumers, lacking of relationship
marketing to both current consumers and potential consumers, and unable to cope
with complaints instantly (Zeithaml, Bitner, & Gremler, 2006).
Gap 2 is the service design and standards gap. It refers to the difference between
company understanding of customer expectation and development of customer-driven
service designs and standards. Technology can help gap the bridge.
Gap 3 is the service performance gap. It refers to the difference between service
delivery and customer-driven service designs and standards.
Gap 4 is the communication gap. It refers to the difference between service
providers’ external communication and service delivery (Zeithaml, Bitner, & Gremler,
2006).
In sum, the key to closing the customer gap is to close the gaps from one to four.
The more gaps from one to four, the lower perceived service consumers will feel. And
thus it will broaden the customer gap (Zeithaml, Bitner, & Gremler, 2006).

2.1.4 Information Technology
Technological factors could be added to the Porter’s five forces model. Technology
plays a great important role in creating new competitive challenges. For example, the
digital music offered on the web. Traditional record companies will face not only
10

traditional record sector but also online music challenges. This is the same in the
travel industry. Technology plays a vital role in OTAs and changed the marketing
channel of the tourism industry (Ranchhod, 2007). Figure 2.3 shows it.

Figure 2.3 The influence of technology on the five forces identified by Porter
Source: Ranchhod, 2007, p. 44
Information technology (ITs)
Information technologies change the competiveness in economic-related field and link
suppliers and consumers directly. And hence information technologies bring
challenges to all the industries. It affects the competitive advantage because it
determines the cost position as well as the differentiation of organization. For example,
setting up entry barriers, affecting switching costs, differentiating product and service,
limiting access to distribution channels, ensuring competitive pricing and building
closer relationships with suppliers and customers. In the tourism industry, ITs have
profound effect on the management. They enable efficient cooperation within the
industry and offer tools for global development (Buhalis, 1998). Firms gain
competitive advantage by lowering cost, improving customers’ perceived service to
reduce the customer gap as well as differentiating their service (Buhalis, 1998).
In the contemporary society, consumers have more demands and request high
quality product and service. So firms must use ITs to improve consumers’ experiences.
Depending on information technologies, travelers can get reliable and accurate
information. ITs enable travelers to book travels on the road when traditional method
is not convenient. ITs improve service quality and lead to higher satisfaction.
Consumer’s satisfaction depends on exact information and has an influence on
perceived service quality. ITs can strengthen consumers’ satisfaction in other ways,
such as providing more choices and information, customerizing the product, providing
new service and products, facilitating operational tasks, personalized service and
better integration of departments and functions of organizations toward better service
(Buhalis, 1998).
ITs have a great effect on the distribution channel. Distribution belongs to one of
the marketing mix. Delivering the right service to the right consumer is critical to the
long term success. ITs are good not only for distribution but also for differentiating
11

service and cost advantage, as well as interactive communication between service
providers and consumers (Buhalis, 1998).
Internet
The internet includes media, telecommunications and information technology and
increases the interaction between consumers and suppliers. The internet brings
opportunities to the industry. First, it incorporates lots of service and products. Second,
it provides cheap delivery of information, promotion, and distribution. Third, ITs
provide tailored products to satisfy the consumers. Fourth, it can strengthen the
marketing and communication. Hence, the internet provides chances to the tourism
enterprises (Bubley & Bennett, 1994).
The internet has a great impact on social, organizational and public life (Castells,
2010). The information technology changed the distribution channels about
tourism-related information. For example, suppliers such as airlines, hotels and travel
agencies can contact consumers directly without using online travel agents. It also
changes the consumer behaviors that people used to plan and travel (Buhalis & Law,
2008). Furthermore, firms can accumulate lots of resources of consumers via direct
contact. Finally, according to Ku and Fan (2010), the internet is good for the travel
agencies to deliver information to consumers to improve customer relationship
management (CRM), build customer base, as well as improve after-sale service.
About consumer behaviors, based on previous research, consumers searching on
the internet about travel-related products tend to spend more money on the visitor
attractions than those who do not (Luo, Feng, & Cai, 2004). Also, people tend to make
reservations from supplier’s website, as a result suppliers can help consumers get
personalized or customized products and services (Jeong, Oh, & Gregoire, 2003).
Further, the speed of data transmission on the internet has been improved to large
degree, so response time should be reduced as well. In other words, the response
behavior is a key factor in the tourism domain (Main, 2001).
In China, you can see on the television that many consumers wait in a long line
for many hours at the ticket office just in order to buy tickets or book travel products
offline. One of the main reasons that they refuse to use online travel is that they are
concerned about payment security. From the safety view, one solution is that the
owners of the website should ensure a safe and trusting environment for consumers to
book online (Chen, 2006). Another reason that prevents consumers from buying
online is privacy issue (Kolsaker, Lee‐Kelley, & Choy, 2004). The enterprise should
make some commitment on the web that they will not leak private information. The
third one is they do not know how to use it. The enterprise should promote and
educate people how to use it. This is different in the developed countries, such as the
United States of America where most people search and book travels on the internet.
We can also find that, however, more and more consumers use online travel
agents to make travel reservation because it can help them save large amounts of time
in waiting in line and planning by themselves (O’Connor, & Frew, 2001). Besides,
consumers can choose from a variety of travel products on the internet (Peterson,
Balasubramanian, & Bronnenberg, 1997). Moreover, they are satisfied with their past
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purchasing experience and build trust with the corporate and become loyalty
consumers (Bai, Hu, Elsworth, & Countryman, 2005). Hence, consumers have been
influenced by the internet to large degree and in the developing countries, such as
China, there are many online travel websites and therefore Chinese consumers have
more choices (Li & Buhalis, 2005).
At the same time, the internet brings challenges to online travel agents, such as
reducing the loyalty of consumers (O’Connor & Frew, 2004); increasing price
competition (O'Connor, 2003) and making the online price transparent (O’Connor &
Frew, 2004). For instance, consumers can contact the suppliers directly with the help
of the internet and so the intermediates are losing the consumers.
According to Wen (2009), one solution is to build long-term relationship between
companies and consumers in order to cope with challenges. Because close and
enduring relationship could not only lower the risk of substitute, but also ensure
long-term profits for the companies. Another method is to improve service quality. In
the short run, low price may attract consumers, but in the long run, only high service
quality can bring more profits. High service quality can bring consumers loyalty and
thus companies can benefit from it. It can help the company lower the promotional
cost, increase sales of purchasing, charge price premium, and word-of-mouth
communication. Thus, high service quality can bring profits to the company,
according to McLaughlin (as cited in Zeithaml, Bitner, & Gremler, 2006).
Information communication technologies (ICTs)
ICTs have a profound effect on suppliers. According to Porter (2001), ICTs have
changed the business strategy and industry structure of hospitality and the tourism
industry. ICTs have also changed the efficiency and effectiveness of the tourism
industry. Using ICTs is helpful for the organization to do the business and easier for
consumers to communicate with organizations (Buhalis, 2003). According to Buhalis
(1998), suppliers can use ICTs as a helpful tool to develop and provide the products
and service to a broader range.
ICTs bring many advantages to consumers. According to Fodness and Murray
(1997), ICTs can reduce perceived risk and lower uncertainty as well as improve the
quality of a trip. ICTs can let consumers gain reliable and correct information in time
and make reservation when it is inconvenient for them to book with traditional
method or on the road. ICTs can improve service quality and lead to higher consumer
satisfaction (Fodness & Murray, 1997).

2.1.5 Collaboration
According to Wernerfelt’s (1995) resource-based theory, firms can gain and maintain
a competitive advantage through core competence. The core competency is the ability
to coordinate diverse production skills and integrate many different technologies
(Allred, Fawcett, Wallin, & Magnan, 2011). From the perspective of competiveness,
Collaboration can help firms in three ways. It can maximize the return on the
investment which is good for a company to get competitive advantage and seize the
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new chance and attain the goal (Day, 2006). Day (2006) suggests that integrating
business resources can help the company get a sustainable competitive advantage. For
example, according to Tsaur, Yung and Lin (2006), travel agencies improve their
product development in the market by collaborating with partners. Airlines improved
the customer service by linking its reservation system to other airlines, hotels, and
travel industry platform (Duliba, Kauffman, & Lucas, 2001).
From the perspective of resources, the integration lets companies gain valuable
information from both consumers and partners. A related collaboration between
parties in a net work can share critical but complementary resources and create higher
financial and operational results. It is more helpful than unrelated differentiation
strategy set up by the company itself (Richey, Tokman, & Dalela, 2010). For example,
knowledge-sharing among travel agencies and airlines will have an effect on customer
relationship management profitability of travel agencies (Ku & Fan, 2009). A travel
agent can set up knowledge-sharing strategy by using information technology (Huang,
2008b).
From a business-to-business view, chain collaboration is one main vehicle to get
external resources and satisfy consumer’s needs (Richey, et al., 2010). For example,
collaboration between travel agencies and suppliers, travel agencies and agents, travel
agencies and mobile network operators is helpful to realize resource sharing. In order
to maintain business relationship and market alliance ability, collaboration is to invest
in a specific relationship (Ahn & Park, 2004). Investing in a firm and gaining the
collaboration with a suitable partner depends on two kinds of factors. The primary
factors are price and cost. The higher factors are competence in production,
distribution and post-transaction service (Allred e al., 2011). According to Huang
(2004), recently, travel agencies have become the largest online seller depending on
their advantages, such as productive ground resources, fact-to-face communication,
personalized products and services.
In order to gain competitive advantage, travel agencies transfer their attention
from focusing on internal efficiency to external resources. The external resources
stress customer competence (Wang, 2006). The integration of consumer competence
strengthens the competence and ability of an organization. Consumer competence is a
one kind of resource that the company could use to keep strong relationship with
consumers. In order to maintain enduring competitive advantage, companies must pay
attention to the resources (Ku & Fan, 2009).
According to Huang (2008b), travel agencies innovate and develop new products
and services to satisfy the needs of consumers. The needs of consumers are changing
quickly, such as from standard products to personalized products. The needs are
diversified and colorful. Integrating customer focus across the corporate, the travel
agencies should provide suitable products to consumers and train the employees and
let them familiarize with the products. When consumers consult customer service
online or contact customer service representatives（CSRs）by phone, staffs can help
them with professional knowledge, improve service quality and satisfy the customers.
There are three things that online travel agents can work hard in order to have
prosperous future, for example, investing on technology, focusing on niche market, as
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well as developing special market with different competitive strategy (Buhalis &
Licata, 2002). Moreover, OTAs should provide professional service. In a collaborative
networking of travel agencies, travelers and customers all depend on travel agents
heavily for professional travel service and tour packages (Fan & Ku, 2010). Online
travel agents should also cooperate with their partners actively, adjust the strategy and
be predictable about the future development in the field of online travel (Ahn & Park,
2004). Strategic adaptation means organizations need to make some changes
according to the dynamic market and environment (Ray, 2003). Because firms
adapting to the environment can succeed, while those do not adapting to the
surrounding will fail (Strandholm, Kumar, & Subramanian, 2004). For example, in
the electronic commerce, as the relationship between airlines and travel agents has
changed, they should provide comprehensive solutions to satisfy the consumer’s
needs (Ku & Fan, 2009).
In order to collaborate successfully, one condition is that the collaborative
partners should have the same goal, value, trust and make commitment to each other,
and share benefits and risks together (Chiu, Yueh, Leung, & Hung, 2009).

2.1.6 Personalization
According to Chellappa and Sin (2005), personalization refers to a marketing strategy.
Before searching online, according to characteristics of consumers, such as browsing
records or purchasing lists, providers recommend products and services to specific
consumers. From the perspective of consumers, the benefits of personalization are
highly efficient, convenient, customerized, friendly and time-saving (Chellappa & Sin,
2005). When they make options about travel, they will choose companies which
provide personalized services and products (Ho & Kwok, 2003). So personalization
will result in positive attitude toward service and product and increase purchasing
intention (Sheng & Nah, 2008). From the perspective of firms, it is more efficient for
the firms to provide strategic production of products and service, execute the
customer relationship management and direct marketing (Milne, 1997). For marketers,
in order to satisfy consumers, one solution is to provide personalization service.
One challenge for the firm to provide personalization service is getting accurate
personal information. According to Hoffman et al. (1999), providing accurate
personal information is vital to the commercial development. Without personal
information, firms do not know the preference of consumers and therefore cannot
recommend target information to them. But many consumers refuse to provide the
personal information or provide the untrue information because they are worried
about the privacy issue. Another reason is due to the features of the internet.
Consumers have not been noticed before when their information was being collected
(Milne & Culnan, 2004). The information can reflect the behaviors of consumers,
such as cookies or page views, shared by Dommeyer and Gross (2003). About this
situation, many previous studies proposed “risk-benefits” tradeoff solution. From the
“risk-benefits” perspective, firms can persuade consumers providing personal
information in two ways. One is providing lure benefits, another is reducing the
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uncertainty or risks of disclosing their private information (Culnan & Bies, 2003).
Considering benefits, providing tangible payments in one-time as rewards is helpful
for consumers to disclose private information (Zhang & Chen, 2000). As such,
discount coupons and bonus points are good choices to ask for personal information.
About risks, promoting privacy notices, privacy issue protection from third parties,
and the platform for privacy protection (P3P) are used in practice (Culnan &
Armstrong, 1999).
There are some other factors affecting consumers that provide personal
information to firms, such as brand reputation. According to Milne & Culnan (2004),
companies with high reputation or brand awareness are easier to get personal
information from consumers than little or no reputation small companies. According
to Milne and Culnan (2004), reputation means consumers will not need to read
privacy notices. Consumers also rely on reputation when they provide personal
information. They think it is safer to provide personal information on famous firm
(Gefen, Karahanna, & Straub, 2003). So one solution is to improve brand awareness
in travel and the tourism industry. In the field of marketing, reputation refers to a
company that is honest and considerate to consumers (Doney & Cannon, 1997).
According to Jarvenpaa, Tractinsky and Saarinen (1999), reputation can bring
consumers trust in online environment. Due to lacking of face to face communication,
trusting plays an important role in electronic commerce. So increasing trust was an
important solution to let consumers disclose private information online, shared by
Milne and Culnan (2004). Besides, sometimes, hotels resell consumers private
information but consumers still complain about OTAs. One solution is to provide
mutual trust and brand reputation by collaborating with suppliers.
In all, personalization could bring benefits to consumers but it is not easy to get
personal information. Because consumers are worried about their personal
information would be recorded or sold for other purposes shared by Gunther and
Spiekermann (2005). Worrying about privacy safety will have a negative attitude
toward personalization shared by Joinson and Paine (2007). Thus, marketers should
balance between personalization and privacy issue. That is to provide personalization
and assure privacy and security at the same time.

2.1.7 Product Innovation
Innovation is increasingly important in the context of fierce business environment.
Product innovation can bring profits (Lokshin, Gils, & Bauer, 2009). For example,
companies develop new products via technology to enlarge the market share. Besides,
product innovation can strengthen the perceived preference of a product or service of
consumers and thus reduce the consumer gap (Lee, 2010). For example, in order to
provide better value for consumers, the company needs to adapt to the dynamic
environment and invent new products to satisfy the needs of consumers. One
challenge of new product development (NPD) is developing new products in the
context of understanding of consumer needs (Martínez‐Sánchez, Vela‐Jiménez,
Pérez‐Pérez, & De‐Luis‐Carnicer, 2009).
16

In consumers’ eyes, one of the attractions about many online travel agents is that
it provides different kinds of innovative products and services related to travel.
Another attraction is that consumers can purchase the whole products in one site
without changing from one to another travel website or called one-stop shopping. For
example, they do not need to book flights in airline website and then book hotels on
hotel website (Ku & Fan, 2009). Travel agents can also survive by focusing on
specific professional services (Duliba et al., 2001), such as travel consultation or
specific market segmentation, and leisure market. Their roles should not be limited to
tickets and hotels booking since consumers can book by themselves. Depending on
the technology, firms can integrate resources aim to provide better service and
innovative products. Wang and Cheung (2004) agreed, by using new information
technology, travel agencies deliver new services and product and improve consumer
experiences. Figure 2.4 shows it.
travel
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enterprise
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Travel
enterprise

agents
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product and
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Internet
operators
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Figure 2.4 “Intelligent travel”
Source: http://www.itripdaily.com

2.1.8 Big data and the Tourism Industry
There are millions of data produced each day and hospitality and the tourism industry
should try to use the big data to improve consumer experience. The definition of big
data is making effective use of data measured over megabyte and gigabyte. The
purpose is to use the information that consumers already have generated to provide
better, more targeted and profitable products and services to them. The enterprise
should integrate useful and consumer-centric data stream. However, the enterprise
should not only manage and use the data stream, but also take care of the information
about preference and life style of consumers. The internet-based enterprises can get
the resources by collecting cookies, log files and other sources. Hence, only those
travel enterprises that best deliver consumer travel experience can succeed in future
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(Nick, 2013).
Depending on big data, enterprises could provide customerized services which
are specific and exact. However, due to the scattered feature of information
technology, the enterprises should integrate different data of internal system and then
they will have new findings (Nick, 2013).
Before using the big data to provide personalized service, the enterprises should
make some preparations and follow some rules. First, the suppliers, such as hotels
should provide more targeted products to satisfy consumer needs. They should
improve the role of consumers care in the process of consumers’ experience. Second,
they should link the products and services closer to consumers’ needs. Third, during
the process of collecting big data, they should protect consumers’ privacy, which is
the key to do the data collection. They should collect and use the data with high
responsibility and serious attitude. Fourth, they should educate employees and let
them do the data collecting actively. Fifth, they should integrate separated and single
data together with each other and form an environment of resource sharing,
transparent data, and coordination within the company (Nick, 2013).

2.2 Research Gap
In the last section, the author reviews the related literatures in the field of online travel
booking industry. Although there are some researches about my topic, for example,
Lewis and Chambers (2002), Ku and Fan (2009), and Wang and Cheung (2004), few
researchers have analyzed it under the effect of information technology to Porter’s
five forces model (Ranchhod, 2007). However, information technology has a
profound impact on the travel industry by changing the distribution channel and
consumers booking behaviors (Buhalis, 1998). Distribution channel is one of the
important elements in the traditional marketing strategy and affects the products, price
and promotion. With the development of the information technology, consumers have
more expectations. Online travel industry is service industry and the goal is to satisfy
different consumers’ needs through improving products and service. So, analyzing
marketing strategy in the context of information technology is very meaningful.
Moreover, Chinese government just promoted “intelligent travel” in 2014 and
encouraged the travel-related enterprises to share resources and cooperates under the
open platform. The goal is to improve consumers’ experience. Hence, the study has
practical value and is new. Depending on favorable policy, travel enterprise can
develop further.

18

3 Methodology
This chapter begins with choice of methodology, and then talks about choice of online
travel agents and data collection; it ends with validity and reliability.

3.1 Choice of Methodology
In the thesis, the author chooses the qualitative research method to illustrate
challenges in marketing strategy faced by OTAs in the context of technology. The aim
is to find effective solutions to cope with challenges and maintain the competiveness
and competitive advantage. Putting up marketing strategy in a dynamic environment
is not easy because there are many factors affecting the strategy, the paper focuses on
technology.
I did not use quantitative method mainly because I am not good at using SPSS to
analyze. Moreover, my research question is to focus on challenges instead of affecting
factors. If my research question was what factors affecting the online travel buying
decision among Chinese consumers, then I would have to use quantitative research by
doing 500 questionnaires.

3.2 Choice of Companies
This research focused on the online travel booking industry. Recently, due to the
improvement of the internet technology and favorable environment in China, online
travel industry has become very attractive and popular. Moreover, information
technology has a profound impact on the tourism industry. Third, comparing online
with offline is valuable. Although many researchers think online will replace offline in
future, but the results do not confirm it and thus we need to analyze the reasons
behind it. Combing the factors outlined and the purposes of the thesis, the samples are
Chinese online travel agents. The author chooses Ctrip.com and Qunar.com as two
Chinese companies to study further. Both of them are very popular in China and even
overseas, representing both old and new business model as well as the development of
OTAs in China.
As the earliest online travel agent in China, founded in 1999, Ctrip.com’s
successful business model was copied and imitated by many followers and
competitors. It is famous for its call center and was studied by many researchers. As a
leading online travel agent in China, Ctrip.com keeps high growth and high profits for
many years and gains high brand reputation and good word-of-mouth, however, the
market share has been declined recently. Some people think its call center should be
cancelled because of the increasing cost. Others challenged that the business model is
too outdated. Although Ctrip.com still keeps the leadership in China, if it does not
make improvement itself, it will face threats from both domestic and overseas firms.
19

Thus, as an old OTA, what should Ctrip.com do facing the new competitors based on
high technology to maintain the leadership?
Another online travel agent I choose is Qunar.com. As a new OTA, founded in
2005, depending on its convenient and advanced internet searching technology,
Qunar.com collects and integrates a handful of valuable travel resources. For example,
by integrating consumers, visitor attractions, hotels, traffics, advertisements and
various resources in time and space, it aims to make it easy for consumers to
communicate with each other about travel experiences. The advent of Qunar.com
represents the new business model and challenges the leadership of Ctrip.com. Thus,
as a new OTA, what should Qunar.com do to compete with traditional OTA with high
corporate awareness and productive consumer base?
Ctrip.com and Qunar.com are two main competitors in online travel agent
industry and the consumer share takes 33.9% and 22.1% respectively (“China online
travel,” 2013). Qunar.com cannot compete with Ctrip.com directly because the former
has the advantages in terms of economies of scales, brand awareness, as well as
consumer resources. Qunar.com focuses on high technology and operates in an
innovative way. The two companies are typical examples in China and worth
comparing and studying. In 2013 and 2014, there is a heated discussion over the
cooperation between the two companies. In the past, the two companies are main
competitors and the relationship was so bad that they go to the court to settle the
dispute. Cooperation can realize resource sharing and improve consumer’s
satisfaction and therefore gets win-win situation. But cooperation can bring some
problems to some degree, such as business strategy, market position, and corporate
culture. Thus, the author wants to study the two companies.

3.3 Data Collection
According to the research purpose and delimitation, the author needs to collect some
empirical data about challenges in marketing strategy faced by online travel agents.
I got the primary data from my own experience and two semi-structured
interviews with two staff from Ctrip.com and Qunar.com respectively. First I
undertook an overview with operational functionality to Ctrip.com and Quanar.com
two websites. This involves becoming familiar with the features of the site and
resources. In order to understand the marketing strategy, I also registered with the two
sites. From the email communications with the two websites, I can see some
promotion strategies. Also, I get some information from other channels, such as
paying attention to official weibo and downloading mobile clients. As the USA and
Sweden are two countries which tourism industry is highly developed, I compare with
some leading travel sites, such as Expedia.com and Momondo.com and see the future
orientation of our own websites.
Second, in this study, I have conducted two semi-structured interviews with two
staffs, Wang Xi comes from Ctrip.com and Vicky comes from Qunar.com, and a
semi-structured interview guide was placed in the Appendix. I chose to interview
them because they are familiar with the problems faced by the companies and have
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working experiences. Doing interview can get some internal information from an
employer’s narrative about the challenges and thus I choose interviews as the method
of data collection. Before the interview, I collected many online researches between
March 1st and 25th and read latest news about OTAs. The key words I used are OTAs
in China, Ctrip.com, Qunar.com, eLong.com, development of travel industry. Then I
edited the questionnaire based on online and offline perspective in the context of
technology and sent to my advisor to double check. During the interview, I asked
questions based on the semi-structured interview guide. It took about 30 minutes to do
each semi-structured interview. The answers of two interviews were written down for
later analysis. In order to make sure the data are correct, I also sent them the guide
and they sent back to me after filling in. Then I conducted content analysis to classify
the answers into themes and categories. As an example, hotels belong to supplies or
vendors. Finally, I used the data analysis to explain the content of the data, such as,
brand awareness, opportunity, solution, suggestion, and advice.
The secondary data mainly comes from related journals, online resources, news
and official websites of the company. I found the financial reports of both companies
on the Yahoo! Finance. In the report, I found the expenses on research and
development, marketing, as well as operational cost. These are useful to analysise the
company’s performance. The news is also vital to get some latest information about
the company, for example, the acquisition and merge and new product development.

3.4 Research Criteria
Reliability
The market is dynamic. The online market is highly affected by many factors,
especially technology. So the author analyzes the challenges through the lens of
technology. With the development of technology, the entry barriers are low and more
competitors enter the market. Besides, the interviewees are two people from
Ctrip.com and Qunar.com respectively. They are my close friends from the company
and so it is easy to communicate with them when I have problems in understanding
their answers. I also send them my interview guide by email which includes 11 main
questions about challenges they face, and ask them to write down the answers. Finally,
the author does conduct the interviews instead of assigning the task to others to
accomplish. Hence, the results are reliable.
Validity
To improve reliability and validity of the research, the data are collected by two
interviews and emails. The interview was recorded by phone with high quality. Since
my friends’ English is not good, I translated the interview guide from English version
to Chinese version. Moreover, the two companies I chose are representatives and
typical. Their answers should be specific and understandable. I also validated the
theme or categories by comparing them with the results of interviews and by
comparing them with the secondary data.
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4 Empirical Data
This chapter begins with the company profile of Ctrip.com and interview results for
later analysis. Then it talks about Qunar.com.

4.1 Ctrip.com
4.1.1 Corporate Profile
Ctrip.com International, Ltd. (Ctrip) was established in 1999 by James Jianzhang
Liang, and its headquarter was located in Shanghai, east China. Currently, the
company has over 16 thousand employees and 16 subsidiaries in Beijing and other
cities. In recent years, Ctrip.com has invested in many travel agencies. In 2010, it
invested strategically to ezTravel in Taiwan and Wing On travel in Hong Kong. In
2014, Ctrip.com has invested in tourforfun.com (“introduction of Ctrip.com,” 2014).
Ctrip.com celebrated its 15th anniversary in 2014. It is a leading travel service
provider in China and its core service includes hotel booking, tickets booking and
package tours. Its target consumers are business and leisure travelers who do not
travel in groups in China. The company collects and sorts out information about
hotels, flights and vacation packages for consumers. Depending on information,
consumers can book travel-related service and products efficiently and save time
(“introduction of Ctrip.com,” 2014).
Ctrip was awarded as one of the most famous travel brands in China. After it goes
public on December 12th, 2003, Ctrip (NASDAQ: CTRP) represented that China has
the new service industry (“introduction of Ctrip.com,” 2014). At that time, the
business model is based on the call center and was studied and researched by many
researchers. Later, its business model was imitated by many followers, confirming its
success. With headquarters located in Shanghai, China, Ctrip launched its ecommerce
business in 1999 and generated net revenues of $890 million (Yahoo! Finance, 2013).
4.1.2 Corporate Data
Supplier power
According to Wang Xi, Ctrip.com belongs to traditional travel agents, depending on
commissions. Ctrip’s main task covers ticket booking, hotel booking, business and
leisure travel and thus suppliers mainly include airlines, hotels, as well as travel
agencies. Many suppliers build their own website and contact with consumers directly
without using the travel agents. They do not depend on OTAs too much as a result of
the internet. Suppliers attract more consumers by providing big sales and tailor-made
services and products. The growth potential of direct marketing is huge.
Take hotel accommodation for example. Ctrip’s hotel suppliers are over 32000.
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Due to Ctrip’s brand reputation, economies of scale and productive consumer
resources, many suppliers would like to provide products to Ctrip.com. Small and
medium-sized enterprises (SMEs) want to increase its reputation by cooperating with
Ctrip.com, said Wang Xi.
Buyer power
According to Wang Xi, some price sensitive consumers choose online instead of
offline travel agents because they think online travel products are more productive
and cheaper. They often search for travel-related information on different websites
and compare, as well as pick up the products and services with best prices and quality.
Ctrip.com develops many sales promotion, the price are very attractive. For
example, Ctrip has promotion on 11st November and 12nd December, according to
Wang Xi. Ctrip increased the fees of sales and marketing in December and spent 500
millions in promoting the travel-related products for one month in 2014. And in 2013
and 2014, price competition in online travel industry is boomed.
Industry rivalry
Ctrip and eLong are the two earliest OTAs in China. Then more online travel
enterprises enter into the market because it’s low penetration rate and high growth
potential. The industry competition is fierce. According to Wang Xi, at the beginning,
Ctrip.com provides services such as airline tickets and hotel booking. With the
increasingly fierce competition, Ctrip.com now becomes a comprehensive online
travel agent and provides services ranging from business travel, leisure travel, cruise,
car rental to travel-related consulting information. China is a good place to do online
travel business because of the large population and area. It is not like small countries
in European that you can set up physical stores and attract most of the consumers.
Limited physical stores cannot get easy access to the large population, said Wang Xi.
In future, Ctrip not only does basic tasks such as ticket booking and hotel booking,
but also involves business travel and leisure travel; there are four main sectors in all.
About business travel management service, now the competitors are not big in number.
But with the increasing number of both small and medium-sized (SME) company,
there will be more needs about business travel. Ctrip can use information technology
to increase efficiency and save the cost. About the two new areas Ctrip is planning to
enter, the biggest challenge is still how to form good word-of-mouth and enlarge
reputation on both individuals and clients.
Industry
Chain
Product
suppliers

Main industry rivalries
Airlines, Hotels, travel agencies,

Distributors

Agent: eLong.com

Sales and
marketing

Search engine: kuxun.cn, qunar.com;
Marketing platform: trip.taobao.com,
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Advantage of Ctrip
One-stop shopping,
professional consults
Comprehensive products
and services.
Brand awareness
Consumers resources

trip.jd.com
Social media: daodao.com, youku.com
Table 4.1 Main industry rivalries of Ctrip
Source: http://www.cnnic.cn/hlwfzyj/hlwxzbg/lxgb/201310/P020131022416024416760.pdf

Table 4.1 shows the industry competitors. From the perspective of the industry
chain, there are three main types of competitors faced by Ctrip in online travel
industry, according to Wang Xi. The suppliers include airlines, hotels, and travel
agencies. They change from offline to online to compete with OTAs and contact the
consumers directly. The middle is distributors. The biggest competitor faced by Ctrip
is eLong, which focuses on hotel booking and gets a large market share. More OTAs
would like to do hotel booking instead of airline ticket booking because hotel booking
does not involve ticket distribution. The end is sales and marketing. Search engines
are generating upstream traffic to travel-related websites. Their position plays an
increasingly important role because they are in the entrance to attract consumers.
Many firms encourage consumers to download mobile clients and book on the
Smartphone at the expense of returning money. They want to sacrifice short-term
profits in order to get long-term profits, because the future trend of online travel turns
to the mobility.
New entrants
According to Wang Xi, Ctrip.com is the earliest online travel agent in China. Its
leadership position is based on its famous service brand. Entrants will face obstacles
and barriers when they first come into the market. The core competence of Ctrip is
service brand. Brand awareness and corporate reputation cannot be built overnight.
Another advantage is Ctrip’s call service center which was built in 2010 and was the
biggest call center in the tourism industry. Although many people think Ctrip’s call
center produces too much cost and should be cancelled. Ctrip still keeps it because
many Chinese consumers are used to calling and making travel reservation by phone,
said by Wang Xi. Ctrip has the cost advantage, such as economies of scale, efficient
operational system and open platform. It has spent 15 years in developing advanced
online travel enterprise and it cannot be developed overnight, according to Wang Xi.
Substitutes
Based on the supply chain, there are three kinds of substitutes in online travel. In fact,
the products and service of online travel is similar between each other, Ctrip’s biggest
competitor is still offline travel agencies. They have longer history than OTAs and
have more resources, especially overseas travel resources such as professional tour
operators, ground services. Many Chinese like to use travel agencies to visit other
countries because their English is not good enough to get around on their own,
according to Wang Xi.
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4.2 Qunar.com
4.2.1 Corporate Profile
Qunar.com Cayman Islands Limited (Qunar), founded in 2005, its headquarter was
located in Beijing, China. The English meaning of Qunar is “where to go”. It is
awarded as one of the most popular travel platforms in China. Based on statistics of
IResearch about various travel website monthly visit times in January, 2013,
Qunar.com ranks number one with 7.474 million people (http://www.Qunar.com).
Qunar.com is the leading search-based electronic commerce platform for the
travel industry in China and provides comprehensive travel services, including
domestic and overseas ticket booking, hotel booking, travel package, travel group
buying, and searching about travel-related resources. It helps travelers find the most
efficient travel products and optimized information. “Travelling smart with Qunar” is
its logo and advertisement. It encourages Chinese consumers to plan and design their
own travel experience. Depending on its convenient and advanced intellectual
information technology, Qunar.com collects and integrates the travel information
online, provides updated, reliable, complete searching about travel products and
services (http://www.Qunar.com).
4.2.2 Corporate Data
Supplier power
Depending on advertisement profits, Qunar.com is a newly built OTA and is based on
information technology. Although it is a new firm and does not have high brand
awareness and lots of consumer resources compared with Ctrip, its technology of
search engine is popular among consumers. Qunar.com is very famous and popular
for its friendly mobile application. Many suppliers want to cooperate with Qunar.com
because of its advanced function of search engine, according to Vicky. Qunar.com can
collect diverse travel resources together and make it easier for consumers to compare
and choose travels.
For example, on April 9th, 2013, Qunar and Hong Kong Airlines made successful
strategic cooperation. Hong Kong Airlines resides in Qunar.com and becomes the first
international ticket seller, said by Vicky. On April 29th, , 2014 Qunar and Haihang
Hotel Group make promotion and innovate new product, such as half price for
booking 15 days in advance, said by Vicky (“Qunar and Hai Hang,” 2014).
Buyer power
According to Vicky, Qunar.com collects many products of travel agencies and hence
satisfies consumer’s desire to compare services and prices. Consumers do not need to
check from many websites by using its one-stop service. The search engine is
convenient and fast and it integrates many travel-related resources. Now Qunar.com
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acts as the roles of OTAs and aims to become a comprehensive OTA. Since
consumers have many choices, their bargaining power is strong.
Besides, with the development of people’s living standard, more consumers like
to spend money in travelling. There is an old Chinese saying: travelling to many
places while reading millions of books. More Chinese consumers like to spend time
and money in travelling due to the changing idea. So it is a very good opportunity to
do travel business, said Vicky.
Industry rivalry
Travel is a global market. In the industry, Qunar.com not only faces domestic OTA but
also overseas competition, according to Vicky. According to the market share in 2013,
Ctrip and Qunar rank number one and two respectively (CNNIC, 2013). But the
competitors are in the whole supply chain. If we do not develop new products or
better mobile application to satisfy our consumers, we will lose our market share and
consumers, said Vicky.
The competition of industry is so intense that some enterprises cooperate in order
to compete with large enterprise, for example, the cooperation between eLong and
17u.cn. eLong focused on hotel booking and ranks number one in the field. 17u.cn
focused on tourist attraction ticket booking and ranks number one in the field. Leisure
travel has a great growth potential in Chinese market. Their combination is good for
focusing on the advantage service and taking up the entrance of leisure travel, because
leisure travel usually starts from the tourist attraction ticket and hotel.
New entrants
Some companies, especially small and medium enterprises (SMEs), do not compete
with Qunar directly, according to Vicky. If they want to compete with Qunar, they
have to find the niche market and focus on market segmentation. Based on the
internet, many companies want to get involved in the industry.
Nowadays, it is easy to enter into the travel market since the entry barrier is low.
Many internet-based companies enter into the market. The competitive advantage of
Qunar.com is its model of entrance. Nowadays, focusing on the entrance becomes one
important orientation. The other two competitiveness is its technology and team.
Depending on the three core competences, Qunar.com can compete with the new
entrants.
Substitutes
Now Qunar.com ranks number two in the OTA market in terms of market share in
2014 (CNNIC, 2013). Its mobile client is user-friendly and very convenient to book
travels when consumers are on the road. Although other OTAs are developing friendly
application or mobile client and downloaded by many consumers, Qunar is more
multi-functional, according to Vicky. Smartphone will play a great role in people’s
travel together. The focus of Qunar is to develop the best mobile application in the
future.
In China, there are some substitutes of Qunar.com, electronic commerce website,
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trip.jingdong.com. Online shopping website, trip.taobao.com, said Vicky. Local
tourism portable website, such as dianping.com. They have their own advantages.
Trip.taobao.com has customer base and trip.jingdong.com is a comprehensive online
travel agent. Local tourism has professional local travel resources. Qunar.com can
cooperate with them and get competitive advantage, according to Vicky.
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5 Analysis
In this chapter the case is compared with previous study and literature review. By
comparing the empirical data gathered from the interviews and the previous research,
the analysis was achieved.

5.1 Ctrip.com
Suppliers
According to Wang Xi, Ctrip.com belongs to traditional travel agents and gets
commissions through selling products for suppliers. Ctrip.com’s suppliers mainly
include airlines, hotels, as well as travel agencies. First, we learned the theory that
information technologies change the competiveness in many economic activities and
link suppliers and consumers directly (Buhalis, 1998). That is, the information
technology changed the distribution channels about tourism-related information
(Buhalis & Law, 2008). Through the lens of suppliers, with the development of the
internet and its widespread, many suppliers build their own websites and contact
consumers directly without using the travel agents. Thus, they do not depend on OTAs
too much as a result of the internet. In order to attract more consumers to book
directly on suppliers’ website instead of through OTAs, suppliers provide lower price
and better service via direct marketing. Thus, OTAs face challenges from suppliers.
Take hotels for example. Hotel resources in China are not focused and usually
fragmented. The resources need to be integrated and hotels rely heavily on
intermediates. Moreover, the ownership structure is complicated and there are many
individual operators. Thus, it is hard for them to unit together to raise the price. Third,
one important feature of hotel products is it’s perishable. If hotels cannot sell the
inventory out, they will lose the profits. However, the supply from hotels is often
more than the demand from consumers, except the peak tourism season. So hotels rely
heavily on OTAs’ distribution channel. Fourth, consumers often search for the best
rate and would like to compare price and service and then make decision. OTAs are
good choices to compare prices with different suppliers. Based on these factors
outlined, hotels have less bargaining power (Guillet, & Law, 2013).
Through the lens of OTAs, they cannot sell rooms without hotels. In other words,
OTAs and hotels depend on each other. On the one hand, OTAs have been disliked by
suppliers. Suppliers think the core task of OTAs is to sell hotel rooms on behalf of
hotels. But some hotels say OTAs bargained the prices so much that hotels get few
profits and thus some hotels stop cooperating with OTAs. However, due to hotels are
fragmented and their collective abilities are low, if one supplier refuses to provide
hotel rooms to OTAs, maybe others still want to provide products to OTAs. In
addition, OTA has not only one supplier and their resources are productive (Guillet, &
Law, 2013).
Based on different features of suppliers and OTAs, one advantage is that hotels
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have physical stores while OTAs are virtual stores (Zeithaml, Bitner, & Gremler,
2006). According to Wang Xi, some consumers do not buy travels online because they
do not trust the cyberspace. They think face to face contact is more reliable. They are
worried about internet safety and privacy issues or they do not know how to use OTAs
(Kolsaker, Lee‐Kelley, & Choy, 2004). Although they search online, they still make
payments in the physical stores. That is why Ctrip build up the largest call center in
the world, said Wang Xi. Some consumers prefer booking travels by phone because
they think it can reduce the risk.
Another advantage is that suppliers can provide personalized products and
services. According to Wang Xi, consumers book travel on hotel’s website or airline’s
website because they want to get more customerized service and big sales. They do
not depend on online travel agents as much as before because they can book the
tickets and hotels by themselves. From the perspective of consumers, the benefits of
personalization are highly efficient, convenient, tailored service, friendly and
time-saving (Chellappa & Sin, 2005). When they make options about travel, they will
choose companies who provide personalized services and products (Ho & Kwok,
2003). So personalization will lead to positive attitude toward service and product and
increasing purchasing intention (Sheng & Nah, 2008).
So Ctrip.com is facing challenges from the combination of the internet and
suppliers. One solution is to cooperate with suppliers and attract good partners (Ahn
& Park, 2004). Through information technology, OTAs and suppliers can realize
resource sharing and provide tailored products and services to consumers in order to
increase their satisfaction. The integration lets companies gain valuable information
from both consumers and partners. A related collaboration between parties in a net
work can share critical but complementary resources and create higher financial and
operational results. It is more helpful than unrelated differentiation strategy set up by
the company itself (Richey, Tokman, & Dalela, 2010).
Buyers
More and more consumers use online travel agents to make reservation of travel
because it can help them save large amounts of time in waiting in line and planning by
themselves (O’Connor & Frew, 2001). Besides, consumers can choose from a variety
of travel products on the internet (Peterson, Balasubramanian, & Bronnenberg, 1997).
According to Wang Xi, some price sensitive consumers choose online instead of
offline travel agents because they think online travel products are more productive
and cheaper. They often search for travel-related information on different websites
and compare, as well as pick up the products and services with best rates and quality.
In theory, buyers often want to drive down the prices and get more products and
service in order to get more benefits. Ctrip.com develops many group buying products,
the prices are very attractive. The internet brings challenges to online travel agents,
such as reducing the loyalty of consumers (O’Connor & Frew, 2004); increasing price
competition (O'Connor, 2003). And in 2013 and 2014, in order to attract more
consumers, main OTAs boomed price competition. A reasonable price competition is
good for the development of the industry and increasing efficiency. But vicious price
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competition will destroy the benefits of enterprise, lower the quality of service and
even lower the standard of the whole industry. The internet makes the online price
transparent (O’Connor & Frew, 2004). In the short run, price competition will bring
profits to the corporate. However in the long run, the firm should improve service
quality and lead to consumer loyalty.
Industry competitors
In the industry, most of companies’ profitability is closely linked mutually. The goal
of them should be gaining mutual benefits. At the beginning, Ctrip.com and
eLong.com dominated the market of OTAs. It affects the competitive advantage
because it determines the cost position as well as differentiation of organization
(Buhalis, 1998). But with the widespread of the internet and low entry barrier, more
new firms compete for the market share. The online travel agents change from two to
more players. It is easy for consumers to change from one online travel enterprise to
another company because the switching cost is low and there are many options in the
online travel market. Another reason is that many OTAs’ business model is similar. In
other words, their products and services are highly homogeneously. Consumers
cannot find the core competence in OTAs and they think all OTAs are similar. One
reason is that the service is intangible. It is not protected by pattern (Zeithaml, Bitner,
& Gremler, 2006).
According to Wang Xi, at the beginning, the services of Ctrip.com include only
airline tickets and hotel booking. With the fierce competition, Ctrip.com now becomes
a comprehensive online travel agent and provides services such as business travel,
leisure travel, cruise, car rental and consulting travel-related information. Its product
line is long (“New tourism law,” 2013).
From the perspective of the industry chain, there are three main types of
competitors faced by Ctrip in online travel industry, according to Wang Xi. Table 4.1
illustrates it. One is suppliers, especially offline (traditional) travel agencies. In the
past, many people think online will replace offline travel agents because offline travel
agencies are out of dated. With the new tourism law being published, the price of
traditional travel agencies is increased and many people turn to online for better price
and services (“New tourism law,” 2013).
According to Wang Xi, online distribution is complementary to offline
distribution instead of replacement. Online distribution provides platform and
entrance, as well as standard products. In 2013, the total volume of Chinese travel
agencies industry is RMB317.43 billion, but the volume from online distribution is
only RMB29.3 billion, less than 10% (“Non standard travel products,” 2014). The
offline travel agencies are not good at online business and need the traffic from online
too. Offline distribution is good at providing professional nonstandard products, such
as exhibition, business travel and tailor-made travel. Thus, we have to notice that
technology plays an important role to assign the different task. They can cooperate
and improve travel service quality and bring consumer loyalty and more profits in the
end. This is the same with the theory that online travel agents also should cooperate
with their partners actively, adjust the strategy and be predictable about the future
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development in the field online travel (Ahn & Park, 2004).
The middle is distributors. The biggest competitor faced by Ctrip is called eLong,
which is invested partly by Expedia and Tecent. Both of them belong to the earliest
online travel agent, eLong focused on hotel booking. Ctrip’s hotel business is
challenged by eLong. One solution is to cooperate with Qunar.com. From a
business-to-business view, chain collaboration is one main vehicle to get external
resources and satisfy consumer’s needs (Richey, et al., 2010). Qunar.com can generate
upstream resources to Ctrip.com. For example, in September 2013, Qunar's website
has begun promoting tourism products offered by Ctrip, such as hotels and both
domestic and overseas tickets. Needless to say, the cooperation will bring challenges
to eLong (Cheng, 2013). Now Ctrip and Qunar only cooperate in some aspects, they
can cooperate in other business as well.
In the price competition, Ctrip brings lots of pressure to eLong. According to the
financial report, Ctrip.com had a good performance and continued gaining profits.
Ctrip used the revenue to make advertisements in order to improve its brand
awareness and reputation. The fee of sales and marketing has been improved from
345 million in 2009 to 1.269 billion in 2013 (Yahoo! Finance, 2013).
The end is marketing and sales. Search engines like kuxun.cn and qunar.com are
not original online travel agent. Rather, they are generating upstream traffic to
suppliers. Their position plays an increasing important role because they are in the
first step to attract consumers. Hence, the target that OTAs compete for has changed
from price to the entrance. Also, the information technology changes the travel-related
information transmission. Besides, by contrast to the information created by tourism
enterprises and destinations, now consumers can provide travel-related information to
peers. They can find the information about destinations through social media sites,
such as daodao.com and personal blog. Social media website includes various forms
of user-generated contents (UGCs), such as blogs, virtual communities, social
networks, and media files shared on sites like Youtube (Gretzel, 2006).Consumers
would trust the information from past experiences of travelers instead of tourism
enterprises (Jeacle & Carter, 2011). The social media is a good way for
word-of-mouth too. The travel enterprises should make effective use of it to promote
products, services, and brand.
One solution is to cooperate with search engines. They enable efficient
cooperation within the industry and offer tools for global development (Buhalis,
1998). Qunar.com can generate upstream traffic to Ctrip.com. Recently, two of the
country's largest tourism websites, Ctrip.com International and its former rival
Qunar.com Inc, cooperate successfully. Besides, Baidu Inc (NASDAQ: BADU) is the
largest shareholders of Qunar.com. In China, integration of online travel industry is
actually being pushed by the three giants in China’s international industry: Tencent,
Baidu and Alibaba Group, also known as BAT. They are optimistic about online travel
and invest in the industry. Or travel enterprises can cooperate with social media
website, such as making advertisements on the renren.com and integrate the social
element on the destination website.
Ctrip not only faces challenges from separate players in the industry, but also
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cooperation of players. On April 16th, 2014, the cooperation of eLong and 17u.cn
brings challenges to us, said Wang Xi. eLong focuses on hotel booking and 17u.cn
focuses on tourist attraction ticket, their cooperation strengthens the leisure travel
market and are good at focusing on specific field. Through the cooperation, eLong has
new product line and avoid single products. 17u.cn can realize the leisure travel
market, including flight ticket, hotel booking and attraction ticket.
Although both of them were invested by Tecent, their cooperation has some
problems in travel business and resource integrating. One is the cooperation with qq
travel brings limited consumers to them because the transaction by qq travel is so little.
Another is the task between eLong and 17u.cn overlaps in some aspects, and it leads
to resource wasting (http://www.eeo.com.cn/2014/0422/259511.shtml). Thus
cooperation is only the first step, there are more problems waiting to be dealt with
later.
New entrants
Ctrip.com sets up some entry barriers for new entrants to protect its own profits. New
entrants will face obstacles or barriers when they first come into the market. The
service brand of Ctrip is the core competence and barrier for new entrants. Brand
awareness and corporate reputation cannot be built overnight. Brand is a critical
resource for the firm. Hence, a strong corporate brand provides sustainable
competitive advantage for the firm and lead to consumer loyalty (Hatch & Schultz,
2003). In the context of tourism globalization, a strong corporate brand is necessary to
improve corporate reputation, retain consumer loyalty, as well as charge a premium
price (Chevalier & Mazzalovo, 2008).
Except the basic tasks of hotel booking and ticket booking, Ctrip will continue
developing the market sector of business travel and individual leisure travel. The main
challenge for the Ctrip is how to build positive word-of-mouth in the new sector and
enlarge brand awareness. According to Walker (1995), many consumers depend on
WOM to reduce risks and uncertainty before purchasing travels. WOM can also
influence customer loyalty shared by Gruen, Osmonkekov, and Czaplewski (2006).
Another advantage is Ctrip’s call center which was built in 2010 and was the
biggest call center in tourism industry in the world. Although many people think
Ctrip’s call center produce too much cost and should be cancelled. But Ctrip still
keeps it because many Chinese consumers are used to calling and making travel
reservation by phone, said Wang Xi. Due to lack of fact-to-face communication online,
consumers think it is more natural and real to talk with customer service
representatives (CSRs). According to the features of service marketing, online travel
is intangible (Zeithaml, Bitner, & Gremler, 2006). Call center is helpful to strengthen
the communication with consumers and improve the trust of consumers to OTAs.
Ctrip has the cost advantage, such as economies of scale, efficient operational
system and open platform. According to the theory, information technologies affect
the competitive advantage because it determines the cost position as well as
differentiation of organization (Buhalis, 1998). In order to get sustainable competitive
advantage, one solution is to invest in technology according to the situation (Buhalis
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& Licata, 2002).
Ctrip also has the advantage of consumer base. It has accumulated many loyalty
customers because it provides high quality travel-related products and service. High
service quality can bring profits to the company, according to McLaughlin (as cited in
Zeithaml, Bitner, & Gremler, 2006). The resources or consumers can bring lots of
profits to the company. So the company should retain old consumers and attract new
consumers.
Substitutes
In China, online travel enters the period called three giants: Tencent, Baidu and
Alibaba Group Holding Ltd, also known as BAT (“BAT and online travel,” 2014).
Ctrip.com faces challenges from three aspects. One is Qunar.com invested by Baidu.
Qunar.com not only provides platform but also plans to act as the role of agents.
Another challenge is various vertical applications. The company focuses on specific
market, such as 17u.cn, it focuses on tourist attraction ticket market, or the gate of
leisure travel. eLong is focused on hotel booking. The third is direct marketing
platform such as hotels and airlines, independent travel application like www.133.cn,
and local service application such as Dianping.com and meituan.com. Using ICTs is
helpful for the organization to do the business and easier for consumers to
communicate with organization (Buhalis, 2003). At last, Ctrip is threatened by
overseas OTAs, such as Expedia.
With the development of the internet, many suppliers, electronic commerce and
marketing platform enter the market, they are all the substitutes. On March 24th 2014,
the issue of security received widespread concerns. The details of credit card were
exposed to the hackers. Many consumers are dissatisfied about it. It caused bad effect
to the brand of Ctrip and internet safety was raised attention again, according to Wang
Xi, Ctrip will lose some consumers due to the incident (“Ctrip and the internet safety,”
2014) . This is confirmed by the previous research that why consumers refuse to use
OTAs. As such, one of the main reasons that they refuse to use online travel is that
they are concerned about payment security (Chen, 2006). This event will cause Ctrip
lose some consumers and consumers will choose substitutes when they search and
book the travel, said Wang Xi.

5.2 Qunar.com
In order to get successful in online travel booking industry in China, Qunar.com
cannot imitate Ctrip’s business model and has to set up a new and unique business
model. The reason is that it is very hard to compete with Ctrip directly since
Ctrip.com has gained lots of competitive advantage and set up some barriers.
Different from Ctrip’s commission model, Qunar.com depends on technology of
search engine and thus gets profits from advertisements. It integrates lots of resources
and generates upstream traffic to suppliers. Hence, the analysis of Qunar.com is
focused on information technology.
However, recently, the traffic is reducing constantly due to two reasons. One is
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although Qunar.com tries to build hotel business, such as Total Solution (TTS) which
was rejected by many OTAs and other business, only ticket booking can sustain its
development. The product line is too simple and thus it is hard to continue generating
traffic. Another is the advent and popularity of mobile application also reduces traffic
from personal computer (“Qunar and its decreasing traffic,” 2014).
So one solution is to change from search engine to OTAs or cooperate with OTAs.
Qunar.com should integrate OTA service providers, ticket providers and be as
entrance of online travel. This is agreed by the theory that OTAs should cooperate
with the partners and be predictable about future (Ahn & Park, 2004). Another
solution is to target user-friendly mobile clients. It takes more time to open the web
page and more operational steps. In the future, travelers are usually on the road and
thus Smartphone will be their first choice. According to Wang and Cheung (2004),
depending on the new information technology, travel enterprises can deliver new
services and product and improve consumer experiences.
In the aspect of policy environment, the country puts up many favorable policies
supporting the development of tourism. The nature of online travel makes up the
traditional marketing channel, and thus online travel will be affected by the policies
(CNNIC, 2013). Under the context of new tourism law, traditional travel agencies
change from offline to online aim to survive in the competitive market. Travelers also
transform from group travelling to individual leisure travelling. The company should
consider the policy or law of a country when they do the business since it will have a
great effect on the enterprises (Ranchhod, 2007). According to the new Tourism Law
launched in October, 2013, the purpose is to upgrade the tourism industry in China,
increase the travel product’s price and improve quality, and encourage more Chinese
consumers to travel independently. The new law also forbids many negative effects
happening before, such as forcing people shopping, cheating consumers with super
lower price. It urges travel agencies to raise prices to a rational level and avoid vicious
competition. The new tourism law solves some travel-related problems and protects
the right of tourists. Many tourists do not want to pay the high prices and thus turn to
the internet (“New tourism law,” 2013).
In the aspect of economics, the United Nations World Tourism Organization
experts believe that people prefer freedom, leisure and in-depth travel form when the
national family income reached a certain level (“Leisure market comes,” 2014).
Hence, it brings independent travel, such as backpack travel and self-driving travel.
Qunar.com should grasp the opportunity to develop leisure travel.
Similarly to Ctrip’s consumers’ privacy leak scandal, Qunar.com asked people to
write the positive comments of hotels and later paid money to them. In the invitation,
the letter reads if travelers would like to refer to the hotel which was booked through
Qunar.com and give positive assessments, travelers will get travel award ranging from
RMB500 to RMB800 (Chen, 2014).
From the perspective of social environment, consumers review website such as
TripAdvisor is one of the social media sites. In other countries, the review website is
very popular and it just begins in China. In China, similar sites are mafengwo.com,
qquer.com as well as breadtrip.com. They all think the review sites have a bright
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future and thus compete for the market segmentation. Besides, consumers think the
information from real travelers is more reliable and trustworthy. They would rather
believe travelers’ experiences than mass media, this is agreed with Gretzel (2006) and
Jeacle and Carter (2011). Qunar.com finds the opportunity and wants to get involved
in the market.
Recently, Qunar.com uses the big data of hotels review and studies the booking
route and preference of online travelers. The aim is to serve for travel and life and
help travelers find the hotels exactly. Based on the big data, Qunar.com recommended
the choice for travelers in hotel industry. Depending on the big data, enterprises can
provide tailor-made service which is specific and exact (Nick, 2014). Another solution
is to cooperate with social media website, such as mafengwo.com, qquer.com as well
as breadtrip.com. Because consumers think the information from social media
websites is more reliable when they search for the destinations and travel-related
information (Gretzel, 2006).
From January 1, to December 20th, 2013, there were 1.3 million people writing
the hotel reviews. Based on the situation, Qunar.com has recommended more than
200 hotels, such as best commercial hotels, best featured hotels, best romantic hotels
and so on.
From the perspective of technology, the big data brings online travel booking
industry more business value waiting for them to develop and use. The purpose is to
use the information that consumers already have generated to provide better, more
targeted and more profitable products and services to them (Nick, 2013).
On April 9th, 2013, Qunar.com and Hong Kong Airlines made successful strategic
cooperation. Hong Kong Airlines resides in Qunar.com and becomes the first
international ticket seller. On April 29th, , 2014 Qunar.com and Haihang Hotel Group
make promotion and innovate new product, such as half price for booking 15 days in
advance (“Qunar and Hai Hang,” 2014). Cooperation can lead to new product
development which can bring profits to the company (Lokshin, Gils, & Bauer, 2009).
With the development of information technology, the integration and cooperation
among industries will become more frequent and pivotal. 2014 is the year of
“Intelligent Travel” in China. Cooperation can not only bring benefits for consumers,
such as big sales and more convenience, but also help travel enterprises improve
efficiency and profits. In the end, it can reduce the wastes of social resources
(“Intelligent travel,” 2014).
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6 Conclusion and Further Research
In the last section, the author summarizes the thesis and answers the research
questions from the whole aspect. Then the limitation and further research wasare
illustrated.

6.1 Conclusion
The research question is focused on the challenges in marketing strategy faced by
online travel agents in China. The objective of this thesis is to provide suitable
solutions to cope with the challenges and problems. Ctrip.com belongs to the
traditional travel agent while Qunar.com represents the new travel agent and new
business model.
First, the question is how to attract more Chinese consumers to use OTAs. One
way is to make advertisement on television or on the internet. The purpose is to
improve brand awareness and word-of-mouth. Another is to make advertisement on
the social media websites. In the context of information technology, consumers
usually search for travel-related information and destinations through social media
websites. They would rather believe in the information from consumer review sites
instead of mass media because they think the information on review sites is more
reliable and trustworthy. Besides, the travel enterprises could use price strategy
because the internet makes online price transparent.
Second, the question is the competitive advantages of OTAs compared with
traditional (offline) travel agencies. The competitive advantage between online travel
agents and traditional travel agents is mainly caused by the internet. Using technology
can reduce the cost and provide differentiation products and service. The technology
also changes the distribution channel. Distribution channel is one of the marketing
mixes. Online channel is more convenient and accessible. And last, consumers can get
interactive communication with OTAs, such as 24 hours a day 7 days.
Third, the question is the impacts of technology on OTAs.
To new entrants, it is easier for new travel enterprises to enter into the online
travel booking sector because the entry barrier is low (Ranchhod, 2007).
To suppliers, with the advent of information technology, it links suppliers and
consumers directly (Buhalis, 1998). Hence, the suppliers of airline tickets, hotels and
travel agencies can use direct marketing and attract more consumers. For example,
they can provide big sales and personalized service and products in order to satisfy
consumers’ needs.
To substitutes, consumers have many choices. Some electronic commerce
websites have travel channel, such as trip.jingdong.com. Other online shopping
websites also include travel platform, such as trip.taobao.com. Furthermore, some
portable websites includes travel part, such as travel.sina.com.cn.
The technology brings more challenges to the tourism industry. There are more
36

players in the market, therefore, the competition is fierce. Consumers are more
demanding than before and ask for personalized service. The competition reaches a
higher level, from price competition to high quality service competition.
Fourth, the question is the future marketing strategies of OTAs. In the future,
depending on technology, online travel agents can benefit from the open platform.
One is OTAs can execute relationship marketing in order to retain consumers loyalty.
Attracting new and potential consumers is important, however, keeping consumer
loyalty is more important. Loyal consumers can bring profits to the enterprises in the
long-term and have a positive word-of-mouth transmission among others. They help
the travel enterprises promote the travel products and save the promotional cost.
Another is OTAs can use cooperation marketing. Through cooperation with partners,
OTAs can get important information resources and realize resource sharing. In the
open platform, resource sharing is helpful to realize the most profits and mutual
benefits. The travel enterprises can make effective use of the resources and avoid
wasting them. A higher level is to use integration marketing. By integrating diverse
resources in time and space, online travel agents can improve consumers travel
experiences, such as virtual travel.
The comments strongly indicate that both old OTA Ctrip.com and new OTA
Qunar.com face challenges in the online travel booking industry. The nature of the
problems lies in the advent of information technology. By using information
technology, OTAs can provide personalized services and innovative products to
consumers. It is more convenient for consumers to make travel reservation.
Information technology has changed the way the travel-related information is
distributed. The travel enterprises now promote travel products and services on the
social media. The information also has changed the way consumers plan and travel. In
the past, the information was created by the travel enterprises or suppliers, but now
the consumer created the travel-related information by themselves. They would rely
on their own experiences more.
A strong theme within our findings is stressing the cooperation. OTAs can
cooperate in horizontal and vertical orientation aim to improve perceived service. The
core services of OTAs are not limited to ticket booking or hotel booking since
consumers can book by themselves online. Besides, with the development of the
internet, consumers can book travels through many channels and so they do not
depend on OTAs as much as before. Hence, OTAs should focus on providing
consultancy or better service through cooperation to maintain competitive advantage
and retain consumer loyalty.

6.2 Implication
The managerial implications I will present in the following paragraphs are more
specific to OTAs and I will also suggest ways that OTAs can realize in practice.
If travel enterprises want to cope with the problems of low penetration rate of
OTAs in China, they need to promote education and teach people how to use OTAs.
They also need to use promotion strategy.
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OTAs can face the challenges from traditional travel agencies by realizing dual
marketing. They should cooperate with offline travel agencies and improve ground
service.
OTAs can deal with the challenges from more demanding consumers by using
technology. Depending on the technology, OTAs can improve service quality, make
business more efficient and improve travel experience in the end.
If OTAs want to cope with the challenges such as price competition, they should
have long-term goal. From the long term, OTAs should cooperate with travel-related
industry and share resources with each other in order to realize sustainable
development.

6.3 Limitation and Recommendations for Further Research
I am aware that my study has some limitations. Below I will give some suggestions
for further studies in the field of hospitality and the tourism industry.
The main limitation of this study is the two online travel enterprises I choose are
very successful. They have already coped with many challenges from the beginning
till now, so the challenges may not include the start-up. That is, the challenges are the
problems before their success. However, Ctrip.com is the earliest OTA and Qunar.com
represents the new business model of OTA. Both of them are representative and
typical and also describe the development and process of OTAs in China. Findings
will be generalized if I could analyze more travel-related website, such as small and
medium-sized enterprises (SMEs) and the new travel company.
Second, I study the marketing strategy in the context of Chinese culture.
Researchers could do more research under different cultures. As we all know, culture
plays a more and more important role in consumers’ purchasing decision.
Moreover, according to my research question and objective, I chose qualitative
method as a research strategy. A further research could have in-depth interviews with
sales manager to see the challenges from a higher and management level. A
quantitative method can make my study much substantial. Marketers must understand
the consumers’ needs and make strategy according to their needs.
Further research might also include new challenges and difficulties. Online travel
industry is in the dynamic environment. The challenges they face will change in
accordance with the time. For example, the new technology or the changing behavior
of consumers will bring in new challenges.
In sum, the author thinks there will be other better solutions in terms of the
challenges and welcomes more empirical research efforts in this popular field of
online travel industry.
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Appendix 1 Semi-structured interview guide
The Interview Guide
The main purpose of this thesis is to analyze challenges in marketing strategy faced
by two Chinese online travel companies.
The following questions will be used for the research and the answers can be treated
as staying anonymous, if wished.
Part I Basic Information
1. What is your gender?
2. What is your title in your company?
3. How long have you worked in Ctrip.com or Qunar.com?
4. Could you introduce your company and the business briefly?
5. Do you wish that your answers treated as confidential and anonymous?
Part II Questions about challenges in the marketing strategy
1. How to attract more Chinese consumers to use online travel agents (OTA)？Or
how to increase penetration rate in OTA sector?
2. What are the advantages of OTA compared with traditional travel agents, such as
offline travel suppliers (airlines, hotels, travel agencies)?
3. What are factors affecting Chinese consumers that they refuse to use OTA?
4. How to strengthen trust?
5. How to strengthen internet safety?
6. How to balance between personalization and privacy safety issue?
7. How to make online travel booking easier to use?
8. What are the competitive advantages of Ctrip.com or Qunar.com?
9. What are the main competitors of Ctrip.com or Qunar.com?
10. What is your opinion of low price competition?
11. How to maintain competitive advantage and differentiate with competitors?
12. About collaboration and resource sharing, what effect will they have on the
business?
13. What are the future strategies of the company?
14. Why are Chinese online travel websites not as successful as foreign websites, such
as Expedia, Orbitz, Lastminute.com, Travelocity and Momondo?
15. What should we do to improve ours?
Thank you!
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Appendix 2 Consolidated statement of operation data of Ctrip

Figure 4.1 Consolidated statement of operation data of Ctrip
Source: Ctrip20F2014, p. 7
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