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CHAPTER I 

INTRODUCTION 

 

1.1 Background of the Study 

In today’s highly digitized economy, physical transactions are becoming 

increasingly obsolete as people are gradually shifting towards online platforms. 

Piccarozzi et al. (2018) argue that the latest advancements in production processes 

and the automation of those processes have led to the definition of the Fourth 

Industrial Revolution, frequently referred to as Industry 4.0. Societies, institutions, 

and economies are going to experience the ripple effects created by technology and 

advancements in science (Xu et al., 2018). From the emergence of cryptocurrencies 

to the rise of online ride-hailing applications, many business sectors have become 

more integrated into the digital world. This trend towards digitalization have also 

recently entered the travel industry, in the form of Online Travel Agencies (OTAs). 

An OTA is a business which sells a variety of travel products exclusively 

via an online platform. Some examples of popular OTAs are Expedia.com, 

Booking.com, Tiket.com, and Traveloka. While conventional travel agencies rely 

on opening physical branch networks to secure their target consumers, OTAs are 

not restricted to this. Their online platforms allow them to reach the masses without 

needing to establish any physical contact with their consumers. In a world saturated 

with smartphones, this concept allows OTAs to create a new business model 

altogether. 
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Disruptive innovations are inventions that introduce radical changes to the 

current status quo, which allows a new market to emerge and at the expense of an 

existing market. The emergence of OTAs is an example of disruptive innovations. 

An age of continual disruption is the best description for this century; where 

individual firms, as well as whole industries and ecosystems, are being affected by 

innovations in technology and changes in new business models (Kumaraswamy et 

al., 2018). As a result of this phenomenon, many companies might be forced to 

adapt and readjust their business strategies in order to maintain dominance over 

their respective market shares. 

The writer decides that it is relevant to select PT. Raya Utama Travel as the 

object of this research. The company is a conventional travel agency which engages 

in the business of providing tour and travel services. Since its establishment in 2000, 

the company has experienced continuous growth in its business. It has also 

successfully outperformed other conventional travel agencies in Medan; therefore, 

securing its position as the largest conventional travel agency in the city. 

PT. Raya Utama Travel provides various services to people traveling to both 

domestic and international destinations. In its field of business, the company 

probably experiences direct competition with emerging OTAs. This phenomenon 

is likely to impact the company’s ability in maintaining profitability. Therefore, it 

might have to formulate strategies to overcome this challenge. To further explore 

this business phenomenon, this research is conducted under the title ‘How Online 

Travel Agencies (OTAs) Affect the Competitiveness of PT. Raya Utama 

Travel: An Exploratory Study’. 
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1.2 Problem Formulation 

This research is conducted in order to understand how the presence of OTAs 

might affect the performance of PT. Raya Utama Travel, a conventional travel 

agency. As such, this research attempts to answer several questions: 

1. What are the patterns of consumer behavior displayed by PT. Raya 

Utama Travel’s clientele? 

2. How is the state of competition between PT. Raya Utama Travel and 

OTAs? 

 

1.3 Research Focus 

The phenomenon of digital platforms taking over conventional businesses 

is not an isolated case happening in a single industry. In fact, digital platforms have 

penetrated many business sectors which were previously non-digital. As such, the 

writer feels that it is necessary direct the focus of this research towards two aspects.  

First, consumers who are purchasing products or services affected by digital 

platforms. Second, business competition in a specific market already penetrated by 

digital platforms. 

 

1.4 Research Objectives 

Based on the problem formulation and research focus above, this research 

is conducted with the intention of achieving the following objectives: 
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1. To identify the patterns of consumer behavior displayed by PT. Raya 

Utama Travel’s clientele. 

2. To understand the state of competition between PT. Raya Utama Travel 

and OTAs. 

 

1.5  Benefits of the Research 

1.5.1  Theoretical Benefits 

This research offers several theoretical benefits which are relevant for 

academic purposes: 

1. This research is expected to provide knowledge and insight regarding 

the effects of digital technology on business. 

2. This research is expected to contribute new theoretical development in 

the field of hospitality management. 

3. The results of this research may be used to provide additional 

information for future researches into similar or related subjects. 

4. This research may be used as a general reading material for people who 

are interested in business. 

 

1.5.2  Practical Benefits 

There are also several practical benefits that can be applied in the business 

world: 
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1. For conventional travel agencies, this research shows how the trend of 

online platforms might impact the profitability of their businesses. 

2. For online travel agencies (OTAs), this research might reveal how well 

their digital platforms have penetrated into the travel market. 

3. For business owners in general, this research highlights how external 

forces might impact the operations of their businesses. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


