HOTEL CONSULTING

=
%

 _
-
Ra%n’teed%

The Death of Best s

Jutta Moore
2nd June 2015



OORE

HOTEL CONSULTING

Introduction

* Best Rate Guarantees

* The anti-competition investigations

* The changing land-scape

* Best Available Rate — Distribution Reality

* The future of Best Rate Guarantees & Best
Available Rates
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BEST RATE GUARANTEES
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Online sales — how important?

93% of EU consumers use the internet to book their hotel
accommodation

Of these, 70% use on-line travel agencies of which the largest are
booking.com, Expedia and HRS

Remaining 30% booked on hotels’ own websites

“Best available rate” has a huge impact on the prices consumers
are paying
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Rate Parity and Best Rate Guarantees
to date \fgzsmaameed

Hotel provides the OTA with a retail rate which is no less favourable than
the lowest rate displayed by the hotel itself or other online distributors

Effectively a guarantee to the OTA that it cannot be undercut by its
competitors

In practice these agreements significantly reduce the incentive, or ability
for the hotels to offer better rates or conditions to other resellers or
consumers.

Does this break national or EU competition law ?
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Resale Price Maintenance

Hotel stipulates to a wholesaler or OTA what price to charge its customers
including

* Prohibiting discounts
* Setting minimum prices

This is well established infringement of EU prohibition on anti-
competitive agreements

BUT
* A supplier can set a maximum/recommended price
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The Idea behind rate parity

Not to violate customer’s trust in the hotel’s rate
Integrity

Reducing risk of sending customers to other websites
in search of a better rate or other hotel

Most guests are convertible into loyal guests, no
matter which distribution channel they initially chose
to book with

Once they have been ‘wowed’ at property, they can be
managed to book directly through the hotel website
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Germany

« December 2013 - German Federal Cartel Office (FCO) prohibited the use
of ‘best price’ clauses by Hotel Reservation Service (HRS) (the leading
German portal) in relation to hotels in Germany

e Such provisions ensured that a hotel room booked over HRS could not be
offered elsewhere at a cheaper price (or that better terms and conditions
generally could be offered)

 FCO argued that this restricted hotels’ own pricing behaviour and
hindered rival booking services from entering the market by offering
cheaper prices

* FCO Decision fully upheld by the German competition courts in January
2015. HRS has said it will not appeal

* Very significant decision — a tipping point ?

Source: K&L Gates
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France, Italy, Sweden

Competition authorities in these three countries have been carrying out
co-ordinated investigations into MFN (most favoured nation) clauses in
the hotel sector.

In December 2014, the European Commission confirmed that it was
liaising with these three authorities and that the aim was for them to
“conclude this case for the entire EEA”

Commitments offered by Booking.com to drop its price parity provisions
were put out for consultation (Dec 2014 — Jan 2015). Tactical move by
the company

Reported 13t March that Expedia has also made an offer to remove its
restrictions

The investigation concluded in April 2015 that rate parity agreements are
unlawful

Source: K&L Gates
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Other EU national investigatons

® Other investigations include:

" Hungary: investigations started in August 2013.
January 2015, authorities seeking information from
hotels and OTAs

= Austria: on-going investigation. Focused on HRS

= Denmark: on-going investigation with information
requests being made in December 2014

= Czech Republic: on-going investigation as at February
2015

" |reland: investigation kicked off in 2014
" Belgium: investigation on-going

Source: K&L Gates
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Best Rate Guarantee now

Searches dominated
by hotel companies
not OTAs

About 13,700,000 results (0.37 seconds)

Compare Hotels Prices - Compare Rates & Save Up to 80%
www_hotels-scanner.com/ =

Access 30+ Booking Engines At Once

Hotels - Apartments - Villas - Available in 30 languages

Discounts up to 80% - Browse by country

Best Rate Guarantee - Macdonald Hotels
www.macdonaldhotels.co.uk/best-rate-guarantee/ -

The Macdonald Hotels' Best Rate Guarantee is our further promise that if you book
directly with us online and then within 4 hours of your beoking find the same ...

The Best Online Rates - Guaranteed! - Radisson Blu Hotels ...
www.radissonblu.co.uk/best-online-price-guarantee ~

With our Best Rates Guarantee you can book any hotel at radissonblu.com and be
confident you are receiving the best hotel room rate available on the web .

ibis, ibis Styles, ibis budget - best price guarantee
www.ibis.com/gb/best-price-guarantee/index.shtml -

If, after having booked an ibis hotel on www ibis.com, you find an equivalent offer
within 24 hours of making your booking, for the same hotel at a lower rate on ...

Our Best Rates Guarantee - Hilton

hiltonworldwide. hilton.com/en/ww/ourbestrates/overview jhtm| ~

Just book through any Hilton Worldwide website, reservation center or hotel directly.
Our Best Rates Guarantee assures you receive the best rates when you ..

Best Price Guarantee - Hotels.com

uk hotels. com/customer_care/pillar/price_guarantee_hitml -

Hotels.com | Find cheap hotels and discounts when you book on Hotels.com.
Compare hotel deals, offers and read unbiased reviews on hotels.

Marriott's Look No Further Best Rate Guarantee

www.marriott. co.uk/hotel-prices/best-rate.mi ~

Marriott Best Rate Guarantee ensures you get the lowest rate available for Marriott
hotels. Book with Marriott today.

Park Plaza Hotels Best Online Rates
www.parkplaza co uk/best-rate -

Best online rate guaranteed. Receive the best online rates on parkplaza.com - we
guarantee it. Book online today!

Trivago Hotel

www trivago.co.uk/Hotel-UK -~
Save on Hotels in the UKI

Find Your ldeal Hotel and Save

Super Cheap Hotel Rooms
www.bookingbuddy.co_uk/Hotels ~
Before You Book, Compare Rates! Use
Our Free & Easy Tool to Save Cash.

Compare Hotel Prices
www_hotelpricescompare com/ =
Compare 100+ Hotel Booking Websites
And find the best prices instantly

Hotel Discount - 80% OFF
www_besthoteloffers.net/Discount ~
Compare all Hotel Websites.

Hotel Discounts up to 80%!

KAYAK: Compare Hotels
www kayak.com/Hotel-Comparison ~
4.3 Y% % ¥ rating for kayak.com
Save By Searching 100s of Sites.

Find the Best Deals on Hotels Mow.

Compare Hotel Rates

www travelsupermarket.com/Hotels ~
4.1 Je¥ ¥ ¥+ advertiser rating
Compare All The Leading Hotel Sites

In One Search For Great Hotel Rates

Discount hotel rates
manila_tripadvisor.co.uk/ =

4.7 Y ¥ ¥ rating for tripadvisor.co.uk
Research Discount hotel rates

and Manila Hotel Deals!

Booking.com - Hotels
umrw boolcmg com/Hotels =

T e s r s 4 o w
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Best Rate Guarantee

|

( GURRANTEE |

Enjoy Our Best Rat
Guaranteed,

BEST RATE
BOOK WITH US GUARANTEED

Best Rate Guerantee

Prisity Resarvotion y, L HYATT.COM " ¢ . BOBK-DIRECT
{ N 5 = — tarriott’s Look No Furthe

. BT RATE GUARANTI BEST RATE GUARANTEE ] i B ES I R A I E Vst

Flexibility \ g | - NO BOO
Roalfime Avail bility : }
Additionol Services.

GUARANTEE

BEST PRICE
GUARANTEE

or your first night is free

BEST §i | UBEST RATE
RATE o | 7B UARANTEE

GUARANTEE

We'll match the lowest rats’

BEST o @ Socvoucer [ EIEION g BEST RATES
RATE ; ¥ HHONORS

Our Best Rates Guarantee
guaran tee

ENJOY GREAT SAVINGS
BOOK NOW!

Complete Terms and Conditions
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BEST AVAILABLE RATE
THE DISTRIBUTION REALITY
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Rate Parity

* For the past 15 years distribution systems
were adapted to send the same rate to
multiple channels
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Rate Parity — The Reality

* For the same 15 years hotels have struggled to
achieve rate parity across channels

[ | e
__L Best prices for your stay
e :
@ Expedia £318 ,
‘eatured
Booking.com £318
[ t *
(D) £228" > |
L] i 1
. I he rea I Ity f HotelTravel.com  £226* Official Site  £303"
EasyToBook.com £219* 11 more sites -
MrandMrsSmit..  £318* |
Getaroom £224
. 1 Hotelscom — E£318* |
Agoda £318
Overview Review Ot £22 6)

3333333
oooooooooo
eeeeeeeeeeee

£££££




THE FUTURE OF BEST AVAILABLE RATES &
BEST RATE GUARANTEES






OORE

HOTEL CONSULTING

The Future

Hotels no longer bound to offer OTAs ‘best
price’
OTAs continue to be valued partners

Hotels have more flexibility to offer best price
onh own website

HOWEVER: Booking.com insists they get the
same price as the hotel web-site
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The Future

* Hotels to decide who they want to give ‘best
price’ to

* Hotels need to change how they currently
distribute the rate,

— different supplements for various OTAs

* New developments such as ‘open pricing” will
allow further fine tuning of which rate to
distribute to which channel
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A hotel’s ideal world

Best prices for your stay

02/06/2015 03/06/2015

. 3 View
B . ®
' ) X
£355" View | We search 200+ sﬂgs
to find the best hotel prices.
. : We found 7 sites with availability
@ Expedio £355 \l:l;:;r > starting at £320
Official Site £320* Opodo £355¢
eDreams £355* 3 more sites ~

*Disclaimer
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This is the start of a new era
Who can guarantee best rates in the future?
Question not so much about best rate guarantee

BUT how to engage the customer, deliver
experiences & satisfaction in this social, sharing
economy

Customers want to engage with brands that are
easy to do business with
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Try and test

* Hotels need to move with the times and adapt
their distribution strategies

 |f we don’t others will

* That's why
— Kodak didn’t become Instagram
— Blockbuster not Netflix
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Is this the Death of
Yﬁsﬂrggameed‘ ?

You Decide
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Any questions?

Jutta Moore
Tel. 07850 805614
jutta@moorehotelconsulting.com



