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A. Introduction

So-called price parity clauses (also referred to as MFN (most favoured nation) clauses)are
restrictions of online sales oftenimposed on suppliers by intermediaries such as marketplaces or

online booking platforms.

The effects of such clauses on competition, particularly if they are applied by leading platformsinthe
market, have for many years been the subject of debate, also atthe international level. This
particularly applies to online sales of hotel rooms by leading online hotel platforms. Some EU
memberstates (France, Austria, Italy, Belgium) have meanwhile issued legal provisions outside

competition law which prohibit price parity clauses.

In their most comprehensive form such clauses stipulate that suppliers using a platform may not
offertheirproducts orservices atlower prices or more favourable conditions anywhereelse (so-
called “wide price parity clauses”). Other forms of price parity clauses exclusively referto certain

sales channels (so-called “narrow price parity clauses”).

“Narrow best price clauses” were the subject of a proceeding conducted by the Bundeskartellamt
against Booking.com. Booking.com obliged accommodation providers usingits online platform to
guarantee a minimum availability of the same rates and conditions which the accommodation

providers themselves offered online.

Whereas the Bundeskartellamt considered this conduct as an infringement of competition law, the
Disseldorf Higher Regional Court (hereafter: Court) decided in favour of Booking.com’s online hotel
platforminthe firstinstance. The Court held that the clauses applied by Booking atthe time the
Bundeskartellamt’s decision was issued were admissible under competition law.! The Court revoked
the Bundeskartellamt’s prohibition decision as it considers the narrow price parity clausesto
representan “ancillary restraint” complementing the main contract concluded between Booking.com
and the hotels onthe brokerage of hotel bookings by end consumers. The Federal Court of Justice
has now allowed the authority’s appeal on points of law against the Court’s decision. The proceeding

isthus ongoing and the question whether Booking.cominfringed competition law remains open.

Within the framework of the appeal proceedings the OLG had requested the Bundeskartellamt to
examine the effects of the prohibition of the (narrow) price parity clauses on the competitive
relationship between the online hotel platforms, on the hotels’ pricing behaviourand the consumers’
booking behaviour. The Courtin particularraised the question of whether the narrow price parity

clause might constitute an “ancillary restraint” that was necessary in orderto preventa “disloyal

1 DusseldorfHigher Regional Court (OLG), 4 June 2019, VI-Kart 2/16 (V); available (in German) at
https://www.justiz.nrw.de/nrwe/olgs/duesseldorf/j2019/Kart 2 16 _V_Beschluss_20190604.html
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exploitation” of Booking.com's brokerage service by its partner hotels. Without such a provision, the
court held, hotels could more orless “free-ride” on the online platform’s service in orderto gain the
attention of potential guests, butredirect these guests with better prices to theirown websites -in
which case the online platform would not earn acommission. The Bundeskartellamt subsequently

conducted comprehensive furtherinvestigations.

In view of the relevance of (narrow) price parity clauses for online hotel platform markets, but also
for otherplatformsinthe digital economy, the results of the investigations are of significance beyond
the case in question. The prevention orreduction of potential free-riding has played asignificantand
increasingly relevantrole in many international antitrust cases, in particularin casesinvolving
internet-related restraints of competition. However, the discussion of thisissue unde r competition
law aspectsis generally conducted at a purely conceptual level, and there has been no empirical
research on actual free-riding effects, oratleast no such findings have been published. The
investigations carried outinthe case in question provide aunique insightinto the quantitative
dimension of possible free-riding effects. The Bundeskartellamt has received alarge number of
requeststo publishthese data. Against this background the authoritydecided to make the results of

itsinvestigations as summarisedin the evaluation note available to the public.
B. Theinvestigations

The investigations carried out by the Bundeskartellamt covered the period from 2015 until the
summer of 2018. Key platform operators changed their practice of applying price parity clauses
duringthis period. The results of the investigation have thus provided a basis forassessing
competitioninvolving the use of awide price parity clause (until the summer of 2015), a narrow
clause (until the end of 2015) and finally competition without any price parity clause (since early

2016). The investigations focused onthe period in which no price parity clause was used.
Specifically, the Bundeskartellamt conducted the following investigations:

- Inafirststepinformation was gathered fromthe relevant large and smaller operators of
online hotel platforms active inthe German online hotel platform market, in particular

Booking.com, HRS and Expedia.?

- The Bundeskartellamtalso conducted an extensive online survey covering hotels and other

accommodationslocatedin Germany® which were listed in atleast one of the three major

2 Findings, Tablel.

3 Hereinafter referred to as “hotels” or “accommodations”: these terms cover hotels and other commercial
suppliers which, justas hotels, offer accommodation for overnight stays (e.g. guest houses, apartments,
aparthotels, motels, resorts, bed and breakfasthouses and hostels). The term “hotel rooms” thus also
covers rooms in “other accommodations”.



online hotel platforms, in orderto gatherinformation on the significance of the different
online sales channels and their price-setting behaviour. A representative random sample of
approximately 300 accommodations was selected from the customer lists of the three major

online hotel platformsin acomplex procedure.*

- Theextenttowhich prospective customers book their hotel room with Booking.com even
though the partnerhotels offer more favourable rates and/or conditions through theirown
online sales channels, was also examined. The Bundeskartellamt commissioned a market

research company to carry out this expertsurvey.®

The structure of the investigations, theirdepictioninthe Findings document and many of the
questions discussed thereare the result of concrete specifications given by the Court during the

“Booking” proceeding.
C. Summary of the investigation results from the Bundeskartellamt's perspective

In the judicial proceeding the Court ultimately did not accept all the details of the Bundeskartellamt’s
investigation results and the conclusions and assessments it drew from them. A final judicial

clarification, also of Booking.com's further objections, is still pending. The following explanations and
the Findings are exclusively based on the Bundeskartellamt’s perspective on the investigation results

and the conclusions and assessment it has drawn from them.

The investigations have shown that ultimately the elimination of the narrow price parity clauses has
not harmed Booking.com’s market success. Meanwhile Booking.comis by farthe leading online hotel
platformin Germany, and even without the price parity clause the company has been able to
consolidate its market position further and achieve enormous growth rates (see details underl.). The
accommodations use the pricing options now available tothem in a diversified sales mix, without
neglectingthe “hotel booking portal” sales channel (see details underll.). Most consumers do not
compare accommodation prices but book where they first found an accommodation, which rules out
any significant redirection/free-riding activities (see details underlil.). An accommodation’s own
online direct sales channelis predominantly used by consumers who already knew the

accommodation before they made abooking (see details underlV.).

I. Ultimately, the elimination of the narrow price parity clause has not harmed Booking

The random sample, based on the population, was representative interms of the stratification criteria “use
of [1-3] of the major online hotel platforms” and “number of rooms” (as anindicator of hotel size). The
number of approx.300 accommodations was selected to ensure that data would be gathered from a
sufficientnumber of different types of hotels (e.g. largeand small hotels, hotels that are members of a
hotel chainetc.). See Findings, para. 19ff.

> Findings, para.122ff.



The annual and monthly (i.e. seasonally adjusted) analysis of the commission and booking turnovers
shows that, even aftertwo years without the narrow price parity clause, Booking.com has not had to
incurany lossesinits business of brokering accommodations located in Germany to end consumers. ¢
On the contrary, Booking.com has been able to consolidate its position in agrowing market even
furtherand, far ahead of HRS and Expedia, it has meanwhile becomethe leading online hotel
platform for bookings of hotelslocated in Germany.” All otherkey figures (number of hotel
partners/market coverage?, employees’, advertising expenditure!®) indicate that Booking’s business
has not suffered any appreciable disadvantages resulting from the elimination of the narrow price

parity clauses.
ll. The accommodations deliberately use their new scope for pricing in a sales mix

Even afterthe elimination of the narrow price parity clause, online hotel platformsin general and
Booking.comin particular continue to represent the central distribution channel in online sales,
irrespective of the size of the accommodations surveyed. Even though hotels now mostly offer their
own online real-time booking facilities?, around three quarters of the generally increasing online
sales are still generated via online hotel platforms.?2 Almost two-thirds of the accommodations that

use Booking.comsaid thatit had become “almostindispensable in economicterms” forthem. 3

Againstthis backdrop it has become clearthat the hotels are notinterested in neglecting theirsales
viaonline hotel platforms. Rankings on online hotel platforms are decisive forthe number of
brokered guest bookings asin most cases only the hotelsranked 1to 5 on the standard resultslist
will be booked.* Decisive factors forimproving aranking position are in particular customer reviews
and booking volumes, the conversion rate and commission rates. > The importance accommodations
attach to the ranking on Booking.comis demonstrated by the fact that the vast majority of

accommodations listed on Booking.com take measures toimprove theirranking.®

6  Findings, paras.4-12.

7 Findings,paras.7and 11.
8  Findings, para.14.

° Findings,para.13.

10 Findings, paras. 15f.

11 Findings, paras.53 ff.

12 Findings, paras.58 ff.

13 Findings, para.46.

14 Findings, para.170.

15 Findings,para.171.

16 Findings, para.48 ff.



At the same time, more than half of the accommodations cooperating with Booking.com actually
make use of the options for price differentiation now available between Booking.com and the hotels’
owndirectonline sales.'” The frequency and extent of price differentiation can be seen tovary from
case to case.® This development confirms the conclusion reached by the Bundeskartellamtinits
prohibition decision which stated that the narrow price parity clause restricted hotel competition.
Without this clause each hotel can now applyits own sales strategy alsoin online sales, including the

extentand frequency of price differentiation according to the level of commission rates??, its own

distribution costs?® and other standards relevant to the hotel??.

In contrast to the expectations expressed by all the large online hotel platforms, this development
has notreduced the platforms’ turnover.?? Also, the ratio between overall online sales and the
growth of the hotels’ own directonlinesales has developedin the same way as before.?3 Inthe
Bundeskartellamt’s viewthis refutes the argument put forward by the online hotel platforms

claimingthat narrow price parity clauses were necessary.

After Booking.com, the leading online hotel platform foraccommodations located in Germany, had
abandonedthe narrow price parity clause, the accommodations’ price differentiation activity
between the online hotel platforms has also noticeably increased. > Much more could have been
expectedtodevelopinthisrespectifthe onlinehotel platforms were to agree to offer more
favourable commission rates for more favourable hotel rates.?> During the period covered by the

investigations the online hotel platforms apparently were notinterested in making such offers. 2

The investigations also showed that there is a clear positive correlation between the frequency with
which accommodations publish different prices on different online hotel platforms and the claim that

they charge lower prices ontheirown online booking facility than on Booking.com.?”

17" Findings, paras. 82 ff.

18 Findings, paras.91ff.and 95 ff.
19 Findings, paras.66ff.and 190 ff.
20 Findings, paras. 68ff.

21 Findings, paras. 99ff.

22 Findings, Table2.

23 Findings, paras. 58ff.

24 Findings, paras.172ff.

25 Findings, paras. 182ff.

26 Findings, paras.184 and 193.

27 Findings, paras.177 ff.



Allinallit must be assumed that hotels examine theiroptions very carefully and weigh up which
sales strategy is most profitable forthem. The market conditions and good sales services provided by
the platforms ultimately lead to asituation where the hotels also have asubstantial interestin
generatingturnoverthrough online hotel platforms and aim to strengthen theirown direct sales
(only)ifthisinterestistakenintoaccount. This meansthat customer flows were not redirected
duringthe survey period and that, inthe Bundeskartellamt's view, this is not likely to occurin the

nearfuture either.

lll. Consumersrarely compare prices and they book where they first found the

accommodation, which rules out any significant free-riding activity

The consumer survey was conducted long after the Bundeskartellamt had issued its prohibition
decision, i.e.inacompetitive environment without the narrow price parity clause. It represents the
populationin Germany aged 18 and over, butit only refersto (online) booking behaviourwith regard
to hotelsin Germany.28 The survey has shown that consumers most generally book on the website
where they (first) found the accommodation.?® The vast majority of accommodations which
consumersdid not know before are found by them online?®, in particular on Booking.com3. In almost
all of these cases (99%) consumers went on to make a booking on Booking.com.32Inthe light of the
survey’s findings, the scenario which Booking.com presented during the proceeding (consumers find
a hotel on Booking.com, butend up bookingdirectly with the hotel)thus practically does not exist. In
the view of the Bundeskartellamt it thus can be ruled out even fora competitive environment
withoutthe narrow price parity clause that free-ridingis of any quantitative relevance. Conversely
this meansthat narrow or wide price parity clauses applied by Booking.com cannot significantly

contribute toreducing free-riding.

Only one third of consumers actually compare the prices of a particularaccommodation online.33
This finding of limited comparisons of a hotel’s prices on different booking channels** is confirmed by
information which the online hotel platforms provided themselves. According to these datathe vast
majority of booking decisions are made on the basis of the list of standard results provided by the

platforms, and bookings made at hotels ranked 1to 5 on the standard results listaccount for more

28 Findings, para.122.

23 Findings, para.165.

30 Findings, para.138.

31 Findings, para.139.

32 Findings, paras.140ff.(142).
33 Findings, paras. 145ff.

34 Findings, para.151 ff.



than 70% of all bookings made.3 If consumers feelthat even comparingthe prices of different hotels
on the same platformistroublesome, this applies all the more to the search for a particular hotel on

different platforms.

On the whole the majority of consumers are lessinterested in price comparisons and less price
sensitiveintheiractual booking behaviourthan would be expected based on the statements of at
least the major online booking platforms. Against this background the Bundeskartellamt does not
expect Booking.comtoincuranyrelevantloss of turnoverinthe future if the platform continues to

refrainfrom usingthe narrow price parity clause.

IV. Most consumers who use the hotels’ direct online sales channels have already been

familiar with their hotel prior to booking

One of the results of the consumer surveyisthatabout two-thirds of consumers were not familiar
with the accommodation before bookingit; about one third of consumers already knew the
accommodation before booking.3¢ The survey also showed that the two online distribution channels
relevantforaccommodations (online hotel platforms and the hotels’ own direct online sales

channels) attract different customer groups:

The “online hotel platform” distribution channel is mainly relevant for consumers who do not know
the accommodation before bookingit.3” More than 80% of these consumersfoundthe
accommodation (which they booked online) on the internet.3® Two-thirds of these consumers found
theiraccommodation on Booking.com.3° As described above almost all the bookings are made where
the accommodation was first found: 99% of all consumerswho found theiraccommodation on
Booking.com also actually booked it on Booking.com.*® Less than 1% booked theiraccommodation
through the hotel’s direct online sales facility.** Similar findings apply to the otheronline hotel

platforms.

The remainingone third of consumers already knew the accommodation before bookingit. The

hotels’ own directsales facility is only of economicimportance in the case of these consumers.

35 Findings, para.170.

36 Findings, Table40.

37 Findings, Tables 41and 42.
38 Findings, Table43:778 of 926.

39 Findings, Table44: 485 of 778. HRS (74 of 778) and Google (65 of 778) were by far the most frequently cited
locations whereaccommodations were found; other websites were practicallyirrelevantinthis respect.

40 Findings, Table45 [479 of 485] and Table46. Interpretation guide for table 45: The absolutefigures can be
read both inthe respective columns and rows; the percentage figures onlyinrows.

41 Findings, Table45 [4 of 485] and Table 46.



- Almosttwo-thirds of the bookings made viathe hotels’ own direct online sales channelare
accounted forby consumers who already knew the accommodation before bookingit. 42
These bookings have not resulted from marketing efforts orany services provided by
Booking.com orotheronline hotel platforms. In the view of the Bundeskartellamt this cannot
be qualified as “free-riding” or as any othertype of disloyal behaviour by the accommodation
because the platform’s search functionis not of any use to consumersin this context.

- However, the remaining one third of consumers who booked directly and did not know their
accommodation before bookingit, did not find the accommodation on an online hotel
platform butin most cases on Google*® or “anotherwebsite”.** This confirms once again that

thereisno significantfree-ridingonthe online hotel platforms’ services.

Accordingto the Bundeskartellamt's investigations the narrow price parity clause is thus an excessive
measure asit leadsto a situation where consumers who do not use Booking.com’s services have to
pay higherroomrates. In the period underreview, onlyin less than 1% of all cases surveyed where a
consumerfound an accommodation forthe first time on Booking.com butwenton to bookvia
anothersales channel, the narrow price parity clause actually served to protectthe online hotel
platform Booking.com from disloyal behaviour by the accommodation. However, the narrow price
parity clause appliesto all cases where a consumer makes abookingviathe hotel’s own direct online

salesfacility.

Furthermore, the investigations have shown that Booking.comis notonly the mostimportant online
sales channel forfirst-time bookings but also processes asignificant share of the bookings made by

consumers who already knew the accommodation.*®
D. Annex:Findings

The Findings document was prepared for publication from another document which the

Bundeskartellamt had used to presentits investigation results to the Court.

Where the term (wide/narrow) “best price clause” appearsin this document, itis to be understood

as (wide/narrow) “price parity clause”.

42 Findings,Table42.
43 Findings, Table45[31 of 97].
44 Findings, Table45[29 of 97].

45 Findings, Tables 41 and 42.
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Findings of the Bundeskartellamt’s investigations on the effects of price

parity clauses in the area of online hotel platforms

The investigations were triggered by questions of the firstinstance court in the ap-
peal procedure against the prohibition decision of the Bundeskartellamt. See sec-
tions A. and C. for information on the status of the proceeding and an assessment
of the results. For further information on this paper, see section D. The questions
related to the relationship between Booking.com and its hotel partners, the com-

petitive relationship between the hotel platforms and actual consumer behaviour.

The Bundeskartellamt translated the issues covered by the Court’'s questions into
actual questionnaires for the various market players and carried out the corre-
sponding investigations. Additionally, the Bundeskartellamt added further ques-
tions to the questionnaires autonomously. This document contains a detailed de-

scription of the findings of all of these investigations.

The investigations covered the period from 2015 until the summer of 2018. First of
all, developments in the nationwide hotel platform market in Germany will be out-
lined for the years 2013 to 2017 (in the following under 1.). Then the results of the
investigations into the relationship between Booking.com and its hotel partners will
be outlined (in the following under 2.) as well as the competitive relationship be-
tween the hotel platforms (in the following under 3.). There is a Table of Contents
at the end of this document.

1. Developmentsinthe Germany-wide hotel platform market in the years
between 2013 and 2017

One of the issues to be dealt with was whether Booking.com has suffered sales
losses due to the abolition of the narrow price parity clause. For this purpose, the
corporate groups listed in the following table were asked about their activities on
the German online hotel platform market.

Table 1:  Overview of the online hotel platform operators surveyed and their respec-
tive hotel platforms

Booking

Legal entity: Booking.com

www.booking.com



http://www.booking.com/
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Expedia

Legal entity: Egencia LLC
www.egencia.de

Legal entity: Expedia, Inc.

www.expedia.de
www. wotif.com

Legal entity: Hotels.com, LP

de.hotels.com

Legal entity: Hotwire, Inc.

www. hotwire.com

Legal entity: Orbitz Worldwide, LLC
www.orbitz.com

www.cheaptickets.com

www.ebookers.de

Legal entity: Travelscape, LLC

www.travelocity.com

HRS

Legal entity: Hotel Reservation Senice Robert Ragge GmbH

www.hrs.de , www.hrs.com etc.

Legal entity: HOTEL DE GmbH

www. hotel.de, www.hotel.info

Legal entity: HRS Destination Solutions GmbH

www.holidays.hrs.de

Legal entity: HRS Destination Solutions GmbH

www.tiscover.com , www.tiscover.de etc.

LMNext (previously Lastminute)

Legal entity: LMNEXT DE GmbH

www. lastminute.de

Legal entity: BRAVONEXT, S.A.
www. bravofly.de

COMVEL

Legal entity: COMVEL GmbH
www.weg.de
www.ferien.de

www.restplatzboerse.de

ehotel

Legal entity: ehotel AG

www. ehotel.de

Invia Travel op to March 2017 Unister Travel)
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Legal entity: Invia Trawel

www. hotelreservierungen.de

www. hotels.ab-in-den-urlaub.de

www. hotel.reisen.de

www.booking-now.de

www. hotel.kurz-mal-weg.de

In accordance with the Bundeskartellamt’s prohibition decision in the "HRS price
parity clauses" proceedings of 20 December 20131, HRS had removed the price
parity clause from its general terms and conditions and in the relevant individual
contracts by 1 March 2014 at the latest.2 At present, Booking.com is no longer
using price parity clauses for hotels located in Germany either. Of the major plat-
form operators surveyed, only Expedia continues to use price parity clauses, how-
ever Expedia explained to its hotel partners in a separate letter - without changing
the wording of its General Terms & Conditions (GTC) - that it would desist from
enforcing its price parity clauses for accommodationwithin the EEA with effect from
1 August 2015 for a period of at least five years, insofar as these clauses affect
other online hotel platforms or offline sales and relate to prices, conditions or the
availability of rooms. The smaller online hotel platform operators were not asked

whether they use price parity clauses because they are not relevant for the market.

A review of market developments over the years from 2013 to 2017 shows that
neither the abolition of the broad nor narrow price parity clause has had a negative
impact on Booking.com's economic development. The market volume of the Ger-
many-wide hotel platform market almost doubled between 2013 and 2017 (repre-
senting a growth rate of [80-90]%). Booking.com in particular benefited from this,
as did Expedia to a lesser extent. By contrast, the market importance of HRS has
declined significantly. The other platform operators surveyed continue to be merely

of marginal importance.

Booking.com managed to increase turnover and bookings consistently throughout
the period 2013 to 2017. Its turnover grew consistently by at least 20% per annum

1 cf.. Bundeskartellamt, 20 December 2013, B9-66/10 — HRS. Dusseldorf Higher Re-
gional Court dismissed the complaint by HRS with the decision of 9 January 2015
(Dusseldorf Higher Regional Court, 9 January 2015, VI-Kart 1/14 (V) — HRS) and
HRS waived the right to appeal.

2 Dusseldorf Higher Regional Court, 9 January 2015, VI-Kart 1/14 (V) — HRS, margin
number 141 ff.
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and by [130-140]% in total compared to the years 2013 to 2017. The overall in-
crease in bookings was also just under [130-140]% between 2013 and 2017. As a
result, Booking.com significantly increased its market share in the period from 2013
to 2017 by [10-15] percentage points in terms of both turnover and volume to a
market share of [60-65]% (both in terms of turnover, taking into account a 5% safety
margin® on the market volume and in terms of the number of booking made, taking
into account a 10% safety margin* on the market volume) in 2017.

Expedia also managed to almost double its commission revenue in the Germany-
wide hotel platform market between 2013 and 2017 (have grown its revenue by
[90-100]%). The number of bookings actually increased by [150-160]% during the
same period. In relative terms, Expedia nevertheless only managed to slightly in-
crease its market share in the fast-growing Germany-wide hotel platform market
between 2013 and 2017 (by [0-5] percentage points based on turnover and by [0-
5] percentage points based on volume). In 2017, Expedia had a market share of
[10-15]% (based on turnover with a safety margin, see above) or [10-15]% (based
on volume with a safety margin, see above).

Although the market as a whole is experiencing strong growth, the commission
revenues generated by HRS from the brokerage of hotel rooms located in Germany
remained virtually unchanged in absolute terms over the entire period. Accordingly,
the market share almost halved in the period 2013 to 2017 and in 2017 was still
about [15-20]% (based on turnover, with a 5% safety margin) or [15-20]% ( based
on volume, with a 10% safety margin). HRS says it has increasingly moved away

from the classical online hotel platform business model in recent years and has

3 The Bundeskartellamt is not familiar with any other platform operators that are rele-
vant to the German hotel platform market. A corresponding suney of the accommo-
dations within the framework of the hotel surey (see below) did not provide any ewu-
dence of additional competitors that would need to be taken into account in the plat-
form sector either. To cowver all eventualities, a safety margin of 5% was newertheless
applied to the turnover-based market wolume, which is likely to have been set way too
high, given the insignificance of the known smaller platform operators. This means
that the market shares of the large platform operators have probably been underesti-
mated in this ovenview.

4 Since only the three major hotel platform operators but not the smaller ones were
asked to provide booking figures, a generous safety margin of 10% (not merely 5%)
was applied to the total market wolume for the wolume-based market volume in order
to make up for the lack of wolume of the smaller platform operators as well as any
other competitors. In view of the insignificance of the known smaller platform opera-
tors, this safety margin is probably far too high. This means that the market shares of
the major platform operators have probably been underestimated in this overview.
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focused on services for business travellers. HRS is focusing on handling all busi-

ness processes relating to travel management for multinational corporations. Ac-

cording to HRS, more than two-thirds of all overnight stays it brokered in 2017 were

attributable to cooperation with international key accounts.

The small platform operators continued to be of marginal importance throughout
the period 2013 to 2017 (combined [0 to 5]% market share).

Table 2:

Development of commission revenues generated by the three major platform
operators active on the German hotel platform market, including the change in

percentage year-on-year and a comparison of the years 2013 to 2017

Booking

Difference

to the pre-

vious year
in %

HRS

Difference

to the pre-

Vious year
in %

Expedia

Difference

to the pre-

Vious year
in %

Total turnover generated with online sales of hotel rooms (Germany, in € million)

2013 [...] [...] [...]

2014 [...] +[20-30] [...] +[0-10] [...] +[10-20]
2015 [...] +[20-30] [...] +[0-10] [...] +[20-30]
2016 [...] +[20-30] [...] +[0-10] [...] +[10-20]
2017 [...] +[20-30] [...] +[0-10] [...] +[10-20]
2013 to

2017 +[130-140] +[0-10] +[90-100]
Total turnover generated with online sales of hotel rooms (Germany, in € million)

2013 [...] [...] [...]

2014 [...] +[20-30] [...] +[0-10] [..] +[10-20]
2015 [...] +[20-30] [...] +[0-10] [...] +[20-30]
2016 [...] +[20-30] [...] +[0-10] [...] +[10-20]
2017 [...] +[20-30] [...] +[0-10] [...] +[10-20]
2013 to [...]

2017 +[130-140] +[0-10] +[90-100]
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Table 3:  Development of turnover-based market share on the German
online hotel platform market in the years 2013 to 2017 (commis-
sion revenue with hotel partners)

Book- HRS Expedia | LMNext | ehotel | COMVEL Invia

ing
Figures in %; calculated without a safety margin

2013 | [50-55] | [30-35] | [10-15] [0-5] [0-5] N/A | [0-5]
2014 | [55-60] | [25-30] | [10-15] [0-5] [0-5] N/A | [0-5]
2015 | [60-65] | [20-25] | [10-15] [0-5] [0-5] N/A | [0-5]
2016 | [60-65] | [20-25] | [10-15] [0-5] [0-5] [0-5] | [0-5]
2017 [65-70] | [15-20] [10-15] [0-5] [0-5] [0-5] [0-5]
Figures in %; calculated with a safety margin of 5% on the total market volume?®
2013 [50-55] | [30-35] [10-15] [0-5] [0-5] N/A [0-5]
2014 [55-60] | [25-30] [10-15] [0-5] [0-5] N/A [0-5]
2015 [55-60] | [20-25] [10-15] [0-5] [0-5] N/A [0-5]
2016 [60-65] | [15-20] [10-15] [0-5] [0-5] [0-5] [0-5]
2017 | [60-65] | [15-20] | [10-15] [0-5] [0-5] [0-5] | [0-5]

Table 4:  Development of the booking volumes/room nights of the three major
platform operators® on the Germany-wide hotel platform market in the
years 2013 to 2017

Booking.com HRS Expedia

2013

2014

2016

[...] [..] [...]
[..] [...] [..]
2015 [..] [..] [..]
[...] [...] [-.]
[...] [...] [...]

2017

Difference 2013 +[130-140] + [10-20] + [150-160]
- 2017 in %

The Bundeskartellamt is not aware of any other platform operators relevant to the
German online hotel platform market. A corresponding survey of the accommodations
within the framework of the hotel surey (see below) did not provide any evidence of
additional competitors that would need to be taken into account in the platform sector
either. To cover all eventualities, a safety margin of 5% was newertheless applied to
the turnover-based market wlume, which is likely to have been set way too high,
given the insignificance of the known smaller operators. This means that the market
shares of the major online hotel platform operators have probably been underesti-
mated in this overview.

Investigations carried out in recent years have shown that the small platform opera-
tors do not have the relevant figures available or that it would be very difficult to obtain
them. Investigations into the booking numbers were therefore limited to the three ma-
jor platform operators.
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Table 5:  Development of volume-based market share of the three major opera-
tors in the German online hotel platform market for the years 2013 to

2017 (bookings/room nights of the hotel partners)

Booking.com HRS Expedia

Figures in %; calculated without a safety margin

2013 [50-55] [35-40] [5-10]
2014 [50-55] [35-40] [10-15]
2015 [50-55] [30-35] [10-15]
2016 [65-70] [20-25] [10-15]
2017 [70-75] [15-20] [10-15]
Figures in %; calculated with a safety margin (10%)7

2013 [45-50] [35-40] [5-10]
2014 [45-50] [30-35] [5-10]
2015 [45-50] [30-35] [10-15]
2016 [60-65] [20-25] [5-10]
2017 [60-65] [15-20] [10-15]

11 The monthly, i.e. seasonally-adjusted, analysis of market developments over the

years 2015 to 2017 (first half of the year) also confirms the impression already
gained from the above-mentioned data that neither the restriction to narrow price
parity clausesin July 2015 nor the abolition of the narrow price parity clause (which
was prohibited by the Bundeskartellamt on 22 December 2015) has had a negative
impact on the economic development of Booking.com. Since Expedia corrected
its turnover figures for the years 2015 to 2017 at very short notice and was unable
to provide an adjusted monthly breakdown of commission revenues at short no-
tice, the figures for the monthly economic development are based on the booking
volumes/room nights of the three major platforms. Booking.com generated by far
the highest booking volumes and consistently managed to significantly increase
the monthly booking volumes both in the EU and in Germany year-on-year.

7 Since only the three major online hotel platform operators but not the smaller ones
were asked to provide booking figures, a generous safety margin of 10% (not merely
5%) was applied to the total market volume for the wolume-based market volume in
order to make up for the lack of volume of the smaller operators as well as any other
competitors. In view of the insignificance of the known smaller platform operators, this
safety margin is probably far too high. This means that the market shares of the major
online hotel platform operators have probably been underestimated in this oveniew.
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Table 6:  Monthly analysis of the booking volumes ofaccommodations located in Germany bro-
kered bythe three majoronline hotel platform operatorsinthe years 2015to 2017 (1st
half of the year)

. Differ-
ealcf:feert-o Difference ence to
Booking | the previ- | Expedia \t/ci)otSse ;g:; HRS thV?O%rse'
ous )(/)/ear in % year in
in % %
Jan 15 [...] [...] [...]
Jan 16 [...] + [20-30] [...] + [20-30] [...] + [0-10]
Jan 17 [...] + [20-30] [...] + [20-30] [...] + [0-10]
Feb 15 [..] [...] [...]
Feb 16 [..] + [20-30] [...] + [30-40] [...] + [0-10]
Feb 17 [..] + [20-30] [...] + [20-30] [...] + [0-10]
Mar 15 [...] [...] [...]
Mar 16 [...] + [20-30] [...] + [0-10] [...] + [0-10]
Mar 17 [...] + [10-20] [...] + [40-50] [...] + [0-10]
Apr 15 [...] [...] [...]
Apr 16 [...] + [10-20] [...] + [30-40] [...]| +[10-20]
Apr 17 [...] + [30-40] [...] + [20-30] [...]1| +[20-30]
May 15 [..] [...] [...]
May 16 [...] + [20-30] [...] + [30-40] [...] + [0-10]
May 17 [...] + [10-20] [...] + [20-30] [...] + [0-10]
Jun 15 [...] [...] [...]
Jun 16 [...] + [10-20] [...] + [0-10] [...] + [0-10]
Jun 17 [...] + [30-40] [...] + [20-30] [...]| +[10-20]
Jul 15 [...] [...] [...]
Jul 16 [...] + [30-40] [...] +[0-10] [...] + [0-10]
Aug 15 [...] [...] [...]
Aug 16 [...] + [10-20] [...] + [0-10] [...] + [0-10]
Sep 15 [...] [...] [...]
Sep 16 [...] + [30-40] [...] + [30-40] [...] + [0-10]
Oct 15 [...] [...] [...]
Oct 16 [...] + [30-40] [...] + [60-70] [...] + [0-10]
Nov 15 [...] [...] [...]
Nov 16 [...] + [20-30] [...] + [30-40] [...] + [0-10]
Dec 15 [...] [...] [...]
Dec 16 [...] + [30-40] [...] + [0-10] [...] + [0-10]
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Table 7:  Monthly analysis of the booking volumes of accommodations located in the EU bro-
kered bythe three majoronline hotel platform operators between 2015 and 2017
(st half of the year)
Differ- Differ- Differ-
Booking.com previo_us Expedia ;rr:\:/(iaott?s HRS ;rrg\:/?otgs
ye%/r in year in % year in %
0
Jan 15 [...] [...] [...]
Jan 16 [...]1| +[20-30] [...]] +[40-50] [...] + [0-10]
Jan 17 [...]1| +[20-30] [...]] +[20-30] [...] + [0-10]
Feb 15 [...] [...] [...]
Feb 16 [...]| +[30-40] [...]| +[40-50] [...]| +[10-20]
Feb 17 [...]| +[20-30] [...]| +[20-30] [...] + [0-10]
Mar 15 [...] [...] [...]
Mar 16 [...]] +[30-40] [...]] +[30-40] [...] + [0-10]
Mar 17 [...]| +[10-20] [...]] +[20-30] [...] + [0-10]
Apr 15 [...] [-..] [...]
Apr 16 [...]1| +[10-20] [...]] +[20-30] [...]| +[10-20]
Apr 17 [...]1| +[40-50] [...]] +[10-20] [...]| +[10-20]
May 15 [...] [...] [...]
May 16 [...]| +[10-20] [...]| +[20-30] [...] + [0-10]
May 17 [...]| +[10-20] [...]| +[20-30] [...] + [0-10]
Jun 15 [...] [...] [...]
Jun 16 [...]| +[10-20] [...]] +[20-30] [...] + [0-10]
Jun 17 [...]1| +[20-30] [...]] +[10-20] [...]] +[10-20]
Jul 15 [...] [-..] [...]
Jul 16 [...]1| +[20-30] [...]] +[20-30] [...] + [0-10]
Aug 15 [...] [...] [...]
Aug 16 [...]| +[10-20] [...]] +[30-40] [...] + [0-10]
Sep 15 [...] [...] [...]
Sep 16 [...]| +[20-30] [...]] +[40-50] [...] + [0-10]
Oct 15 [...] [-..] [...]
Oct 16 [...]1| +[20-30] [...]] +[40-50] [...] + [0-10]
Nov 15 [...] [...] [...]
Nov 16 [...]| +[20-30] [...]| +[40-50] [...] + [0-10]
Dec 15 [...] [...] [...]
Dec 16 [...]] +[30-40] [...]] +[40-50] [...] + [0-10]
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12 A comparison of the growth rates shows that in some months, the increase in Ger-
many exceeds the EU-wide growth rates. In view of the fact that Booking.com does
not apply the price parity clause consistently in European countries and is not al-
lowed to do so everywhere?, the validity of this comparison is limited. Notwith-
standing this, the figures are at least a further indication that the price parity clause
is not indispensable and is not of crucial importance for increasing booking vol-

umes.
Table 8:  Comparison of the increase rates in Booking.com’s book-
ing volumes in the EU and Germany
Difference to the previous | Difference to the previous
year / rate of increase year /| rate of increase
EU Germany
Jan 15
Jan 16 + [20-30] +[20-30]
Jan 17 + [20-30] +[20-30]
Feb 15
Feb 16 + [30-40] + [20-30]
Feb 17 +[20-30] +[20-30]
Mar 15
Mar 16 + [30-40] +[30-40]
Mar 17 +[10-20] +[10-20]
Apr 15
Apr 16 +[10-20] +[10-20]
Apr 17 + [40-50] +[30-40]
May 15
May 16 +[10-20] +[20-30]
May 17 +[10-20] +[10-20]
June 15
June 16 + [10-20] + [10-20]
June 17 +[20-30] +[30-40]
Jul 15
Jul 16 +[20-30] +[30-40]
Aug 15
Aug 16 +[10-20] +[10-20]

8 Besides Germany, price parity clauses are also prohibited in France (law adopted in
the summer of 2015), Austria (law adopted in 2017), Italy (law adopted in 2018) and

Belgium (Act decision adopted in July 2018).
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Sep 15
Sep 16 +[20-30] +[30-40]
Oct 15
Oct 16 +[20-30] +[30-40]
Nov 15
Nov 16 +[20-30] + [20-30]
Dec 15
Dec 16 +[30-40] +[30-40]

13 The development in the number of employees shows clear differences between
the online hotel platform operators. Unlike HRS and Expedia, Booking.com has
significantly increased its number of employees throughout Europe, including in
Germany. Incidentally, the following table also shows that the three major hotel
platform operators do not rely on a single European sales office, but continue to
have national presences and different national focal points of activity.

Table 9: Number of employees at Booking.com, HRS and Expedia for the
online distribution of hotel rooms
Booking.com?® HRS Expedia
2015 30/06/2017 2015 30/06/20 2015 30/06/20
17 17
World 5,000- 10,000 1,000- 1,000- 5,000- 5,000-
10,000 5,000 5,000 10,000 10,000
EU 1,000- 1,000-5,000 1,000- 500- 1,000- 1,000-
5,000 5,000 1,000 5,000 5,000
D 0-500 1,000-5,000 | 500-1,000 500- 0-500 0-500
1,000
EU- + + [1,000- + [O- + [O- + [500- | +[1,000-
MS-2 [1,000- 5,000] 500] 500] 1,000] 5,000]
5,000]
EU- + [0- + [1,000- + [O- + [O- + [600- | + [500-
MS-3 500] 5,000] 500] 500] 1,000] 1,000]

14 An analysis of the key figures of the contracts concluded between the major hotel
booking platforms and their hotel partners also shows that Booking.com managed
to develop its market position even without the price parity clause. Between 2015
and 30 June 2017 alone, Booking.com almostdoubled its number of hotel partners
and hotel locations in Germany.

9 Full-time equivalents.
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Table 10:  Number of hotel partners/contracting partners of the three major
online hotel platforms in Germany
Booking.com HRS Expedia
2012 N/A 10,000-20,000 0-10,000
2013 N/A 10,000-20,000 0-10,000
2014 N/A 10,000-20,000 0-10,000
2015 20,000-30,000 10,000-20,000 0-10,000
2017 (30/06/2017) 40,000-50,000 10,000-20,000 0-10,000

Table 11:  Number of hotel locations in Germany for which the respective ho-
tel platform sells rooms
Booking.com HRS Expedia
2012 10,000-20,000 10,000-20,000 0-10,000
2013 20,000-30,000 10,000-20,000 0-10,000
2014 20,000-30,000 10,000-20,000 0-10,000
2015 30,000-40,000 10,000-20,000 0-10,000
2017 (30.06.2017) 60,000-70,000 20,000-30,000 0-10,000

15 Booking.com and Expedia above all greatly expanded their expenditure in the area
of online advertising and search engine advertising particularly between 2012 and
2017%%; Booking.com by [300-400]% (online advertising) and [200-300]% (search
engine advertising), Expedia by [400-500]% (online advertising) and [400-500]%
(searchengine advertising). HRS's expenditure for online advertising, on the other
hand, increased only slightly by [0-to 100]% over the same period, while expendi-
ture for search engine advertising actually fell by [0 to 100]%.

16 Measured against the respective total global external turnover, Booking.com's ad-
vertising expenditure has accounted for morethan one-third every year since 2015,
and has accounted mostly for been [20 to 30]% in recent years at HRS and Expe-
dia (see table on the next page).

10 The figures for the year 2017 were extrapolated/doubled as respondents were only
asked to provide the expenditure for the first half of 2017.
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Table 12:  Total online advertising expenditure of the three major platform oper-
ators active in Germany (worldwide, in € million)

Booking Difference HRS Differ- Expedia | Difference
to previous ence to to previous
year (%) previous year (%)
year (%)

2012 [...] [...] [...]

2013 [...] + [40-50] [...]| +[0-10] [...] + [20-30]

2014 [...] + [30-40] [...]| +[0-10] [...] + [20-30]

2015 [...] + [40-50] [...1] +[0-10] [...] + [60-70]

2016 [...] + [30-40] [...]| +[0-10] [...] + [30-40]

2017 [...] + [20-30] [...1] +[0-10] [...] + [30-40]

2012

2017 + [300-400] +[0-10] + [400-500]

Table 13:  Expenditure for search engine advertising of the three major online
hotel platform operators active in Germany (worldwide, in € million)

Booking Difference HRS Differ- Expedia | Difference
to previous ence to to previous
year in % previous year (%)

year (%)
2012 [...] [...] [...]
2013 [...] + [30-40] [...]] +[0-10] [...] + [40-50]
2014 [...] + [30-40] [...1| +[0-10] [...] + [20-30]
[...] [...] + [10- [...]
2015 + [30-40] 20] + [50-60]
[...] [...] + [10- [...]
2016 + [20-30] 20] + [40-50]
[...] [...] + [10- [...]
2017% + [20-30] 20] + [30-40]
+ [30-
2012 > 40]
2017 + [200-300] + [400-500]

11 Estimate - figures doubled for the first half of 2017

12 Estimate - figures doubled for the first half of 2017
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Table 14:  Offline advertising expenditure of the three largest online hotel plat-
form operators active in Germany (German, in € million)

Booking Difference HRS Difference | Expedia Differ-

to previous to previ- ence to

year (%) ous year previous

(%) year (%)

2013 [...] [...] [...]

2014 [...] [...] + [20-30] [...]| +[30-40]
2015 [...] + [30-40] [...] +[0-10] [...][ +[20-30]
2016 [...] + [0-10] [...] +[0-10] [...] + [0-10]
20178 [...] + [40-50] [...] + [80-90] [...]| +[20-30]

Table 15:  Share of total expenditure (in %) for online advertising in the total ex-
ternal turnovers of the three major online hotel platform operators ac-
tive in Germany for the years 2013 to 2017 - in each case worldwide

Booking.com HRS Expedia
2013 [30-40] [20-30] [20-30]
2014 [30-40] [20-30] [10-20]
2015 [30-40] [20-30] [20-30]
2016 [30-40] [20-30] [20-30]
20174 [30-40] [10-20] [20-30]

17 Against the backdrop of the investigation results, itis not apparent in summary that
Booking.com's turnover and market position on the German hotel platform market
were adversely affected by the removal of the broad price parity clause or the
prohibition of the narrow price parity clause. On the contrary, Booking.com has
always managed to increase turnover, booking figures and the number of contract-
ing partners in recent years. Booking.com has by far the highest market coverage
of hotels located in Germany. This economic success is also mirrored by the fact
that it has greatly increased its number of employees In addition, Booking.com
obviously continues to have considerable financial opportunities in the online ad-

vertising sector.

2. Relationship between Booking.com and its hotel partners

18 In the following, the questions regarding the relationship between Booking.com and
its hotel partners will be answered. The results of the investigation from the hotel

13 Estimate - figures doubled for the first half of 2017

14 Estimate - figures doubled for the first half of 2017
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survey carried out in the middle of the year 2018 will be used as the basis for this
(under b. in the following). But first of all, the structure of the hotel survey data
record will be explained (under a. in the following).

a. Descriptive statistics about the accommodations in the data record

The database used contains the responses of 279 accommodations. These ac-
commodations were previously selected by drawing a random sample out of the
lists of customers of the three online hotel platforms Booking.com, Expedia and
HRS. 26 (around 9%) of these respondents said they belonged to a hotel chain.
245 respondents (about 88%) said they did not belong to a hotel chain, eight re-
spondents (about 3%) said they did not know whether or not they belonged to a
hotel chain. The survey included members of major hotel chains.

The accommodations that said they belonged to a hotel chain were also asked how
they were integrated into the hotel chain. Ten of the hotels indicated that they were
a branch and were controlled by head office. Six respondents said they belonged
to a franchise system?®. Eight accommodations reported that joint distribution via
hotel platforms was based on a joint contract covering several locations. Three ac-

commodations provided information on other types of cooperation.

The accommodations surveyed also provided information on their DEHOGA!® clas-
sification ("stars"), although a significant proportion of respondents did not have
any DEHOGA classification. Nevertheless, all DEHOGA star categories are repre-
sented in this data record.

Table 16: DEHOGA classification of accommodations

DEHOGA classification ALl Of- accom- rereentage
modations (rounded)
1 star 2 1%
2 stars 12 4%
3 stars ” 28%
4 stars 34 12%
5 stars 2 1%

15 This included one accommodation that had previously said that it did not know
whether or not it belonged to a hotel chain.

16 Abbreviation for the German Hotel and Restaurant Association (Deutscher Hotel- und
Gaststattenverband).
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No DEHOGA classification / 0
stars 152 54%

Sum total 279 100%

The data record also contains information about the size of the accommodations.
The average number of the accommodations' rooms is 40, the median'’ being just
21 rooms. This means that 50% of the accommodations have a maximum of 21
rooms and are therefore relatively small, while some other accommodations have
a very large number of rooms. The highest number of rooms indicated was 389.
The distribution of accommodation according to the number of rooms is shown in

the following diagram:

Table 17:  Distribution of accommodations in the data record by the number of rooms
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The distribution of room sizes was also examined for the random sampling on
basis of the customer lists of the three major online hotel platforms. Accommoda-
tions with less than 20 rooms were categorised as "small", all others were catego-
rised as "large". In the original sample, as with the population as a whole, the first
category accounted for (about) 54% and the second for 46%. In this data record,
however, the hotels are distributed among the two categories as follows: 130 ac-

commodations (47%) had less than 20 rooms, 149 (53%) had 20 rooms or more.

These minor deviations from the overall population can be explained, among other
things, by the fact that the data of the customer lists provided by the hotel platforms
were of poor quality in some cases. They also included accommodations that can

no longer be booked on the respective online booking platforms. This can also be

17 The median divides the data record into two (equal) halves in such a way that the val-
ues in one half are not greater than the median value and are not smaller in the other
half.
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seen from the difference between some key figures in the original sample and the
answers that could ultimately be used. In addition, there are some discrepancies
in the information provided by the accommodations on their use of online hotel
platforms. Some of the accommodations surveyed said that at the time of the sur-
vey they were not using any online hotel platforms at all. This is contradicted by
the fact that they were included in the sample in the first place through the cus-
tomer lists provided by the online hotel platforms. It is possible, however, that these
accommodations used online hotel platforms in the past, but have since ceased

doing so.!®

In view of the size of the customer lists, some of which contain more than 61,000
entries, it is not surprising that some data are incorrect. The data deficiencies in
the customer lists described here do not pose a problem for the evaluation results
either, because they are unlikely to have led to any systematic distortion of the
sampling. In addition, the following evaluation is based exclusively on the infor-
mation provided by the accommodations surveyed and not on the data from the
customer lists provided by the online hotel platforms, so that any data deficiencies
in the lists do not affect the figures given here.

The accommodations included in the data record said they had 12,331 overnight
stays on average in 2017. Here, too, the median of 4,473 overnight stays is signif-
icantly lower. The maximum here is around 200,000 overnight stays. A similar dis-
tribution can be observed in the overnight turnovers generated in 2017. The aver-
age turnover per accommodation is €763,549, the median is €239,945, and turno-
ver ranges between €1,069 and €21,693,098'°. These figures also highlight that
the majority of accommodations in the data record are smaller accommodations

and only a few very large hotels raise the averages significantly.

The 30 accommodations which have more than 100 rooms account for more than
56% of the total turnover generated by all accommodations with overnight stays in
the data record. The 140 accommodations with a maximum of 21 rooms account
for only 9% of turnover. Based on this turnover distribution, alternative considera-
tions for accommodations with a maximum of 21 rooms (i.e. the median value, see

18 Due to the way in which the gquestionnaire used is designed, it is not evident how
many of the accommodations that said they were not using online hotel platforms may
have done so in the past. Only accommodations that currently use online hotel plat-
forms were asked if they used them in the past.

19 One accommodation did not provide any information about turnover generated in
2017.
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above paragraph 22) and for accommodations with more than 100 rooms are de-
scribed below in a number of places. This approach is intended to take into account
the potential differences in the information provided by very large and very small
accommodations. When evaluating these data, it should also be taken into account
that the few large accommodations in the data record are much more important in

terms of turnover than the smaller accommodations with a maximum of 21 rooms.

Only 21 of the accommodations surveyed (8%) have their own customer loyalty
programme within the meaning of "closed user groups". These - typically very large
- accommodations have an average of 58,275 overnight stays, which is multiple
times the median of 4,473 overnight stays. In total, they account for 43% of turnover
generated with overnight stays in the entire data record. These 21 accommodations
were also asked how many overnight stays customer loyalty programmes ac-
counted for in 2017. The corresponding average value is 49,800 overnight stays.
However, some of these figures do not appear to be plausible because the number
of nights via the customer loyalty programme indicated is higher than or equal to
the total number of overnight stays at the accommodation. If these three figures are
disregarded, the average value is reduced to 8,160 overnight stays. This corre-
sponds to around 14% of the total number of overnight stays at these accommo-

dations.

b. Parity rates and conditions

A further topic of the investigations was the extent to which the hotel partners cur-
rently grant Booking.com parity rates and conditions in their own online distribution
channels, although they are not obliged to do so, and if so, the reasons behind this

decision.

aa. Accommodations’ use of online distribution channels

In the following, it will be outlined how accommodations use hotel platforms in gen-
eral (see (1)) and Booking.com in particular (see (2)) and how significant the plat-
forms are in the accommodations’ sales mix. It was also determined what propor-
tion of accommodations have an online real-time booking facility on the hotel's own
website and to what extent these accommodations use meta search engines (see
(3)). Finally, it is outlined how important the hotels' own online direct distribution
channels are, according to the results of the investigations, in the sales mix of the
accommodations now and in the future, to what extent the size of the accommoda-

tions and the degree of occupancy by regular customers plays a role and which
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percentage of the accommodations are currently relying on their own online distri-
bution as their primary distribution channel or will do so in the near future (for more
information see (4)).

(1) Use of online hotel platforms in general

As part of the hotel survey, the accommodations surveyed indicated what online
hotel platforms they were listed on at the time of the survey. The data record also
includes a few accommodations that stated they were not using any online hotel
platforms at the time of the survey.?° All in all, 260 accommodations provided infor-
mation on the online hotel platforms they are using. The following evaluations are
based on this information.

It shows that most accommodations (almost four-fifths) were bookable on one to
three online hotel platforms at the time of the survey.?* A differentiated analysis of
the size of accommodations shows that smaller accommodations tend to use fewer
online hotel platforms than large accommodations. Three-quarters of the accom-
modations with a maximum of 21 rooms use one or two platforms. None of these
smaller accommodations use more than four online hotel platforms simultaneously.
Particularly large accommodations with more than 100 rooms tend to use even
more online hotel platforms. Half of these accommodations use three of four plat-

forms and quite a few of them use more than four.

20 This is contradicted by the fact that they were included in the sample in the first place
through the customer lists provided by the online hotel platforms. It is possible, how-
ever, that these accommodations used online hotel platforms in the past, but have
since stopped doing so. Due to the way in which the questionnaire used is designed,
itis not evident how many of the accommodations that said they were not using online
hotel platforms may have done so in the past. Only accommodations that currently
use online hotel platforms were asked if they had used them in the past.

21 A total of 256 of the accommodations surveyed stated that they had concluded an in-
dependent contract with an online hotel platform. 23 accommodations said they had
not concluded a contract with an online hotel plat-form, yet a total of ten of these ac-
commodations stated that they were bookable via online hotel platforms - even
though they did not belong to a hotel chain. Since it seems more likely that these 10
accommodations did not understand what an “independent” contract means than that
they mistakenly said that they were bookable through an online hotel platform, the in-
formation provided by these accommodations was also taken into account.
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Table 18:  Use of online hotel platforms by the accommodations surveyed??

Number All accommoda- Accommodations Accommodations
of plat- tions (max. 21 rooms) (max. 100 rooms)
fl?grgds Number in % Number in % Number in %
1 54 21% 42 33% 0 0%
2 98 38% 54 42% 5 17%
3 56 20% 26 20% 8 27%
4 34 13% 6 5% 7 23%
5 8 3% 0 0% 4 13%
6 8 3% 0 0% 5 17%
7 1 0% 0 0% 0 0%
8 1 0% 0 0% 1 3%
Sum 260 100% 128 100% 30 100%
total

33 All in all, 260 accommodations participating in the survey use online hotel plat-
forms in the first place. As far as the distribution among the individual online hotel
platforms is concerned, almost all accommodations use Booking.com. HRS and
Expedia follow by a wide margin. Other online hotel platforms are used only occa-

sionally.
Table 19: Use of the individual online hotel platforms (multiple answers possible)
Name of the hotel platform Number of accommo-
dations
Booking.com 248
HRS: hrs.de, hrs.com, hotel.de, hotel.info, holi- 191
days.hrs.de
Expedia: expedia.de, expedia.com, egencia.de, 98
hotels.com, hotwire.com, orbitz.com, cheaptick-
ets.com, ebookers.de, travelocity.com, wo-
tif.com

22 |n some cases, the "other" online hotel platforms mentioned do not offer a booking fa-
cility, but merely redirect customers to hotel booking platforms or the accommodation
website, or simply list the e-mail addresses of accommodations. Owerall, the seven
most common online hotel booking platforms (including different brands from the
same group such as hotel.de at HRS) were given to the respondents as possible an-
swers, to which they could add “other online hotel platforms", whereby the "other
online hotel platforms™” were to be named in each case (free text). A total of 70 accom-
modations said they were using “other online hotel platforms”, only a few of which
said they were using several “other” online hotel platforms. However, the figures in the
table overestimate the number of online hotel platforms actually used. Only very rarely
did the accommodations actually name online hotel platforms which qualify as such
within the product market definition.



34

35

Bundeskartellamt - Investigation report on price parity clauses Page 21

lastminute/COMVEL.: lastminute.de, last- 15
minute.com, weg.de, ferien.de

ehotel 18
unister / invia: fluege.de, ab-in-den-urlaub.de, 14
hotelreservierung.de

TTravel: ferien.de, tropo.de, reise.com 3
Other platforms 70

Only two online hotel platforms that corresponded to the Bundeskartellamt's sub-
stantive market definition?® already confirmed as correct by the Court’s decision
on HRS?* were ultimately mentioned in the free text field “other platforms” and
which did not belong to the Booking.com, Expedia or HRS groups, namely "ctrip”2®

(named once) and "Ostrovok”?® (also named once).

All the other contractual partners named under "other platforms" do not meet the
criteria for online hotel platforms. This applies, for instance to the tour operator
"Kurzurlaub.de" (mentioned eleven times in total), Hostelworld and Hostelsclub
(mentioned six times in total), which specialise in the brokerage of hostels, and
some regional brokerage platforms such as "Ostbayern-Tourismus", which each
received less than five mentions. The online hotel platform Agoda, which belongs

to the Booking group, was also mentioned (eight times in total).

23 In some cases, the "other" online hotel booking platforms mentioned do not offer a
booking facility, but merely redirect customers to hotel booking platforms or the ac-
commodation website, or simply list the e-mail addresses of accommodations. How-
ewver, most of the platforms are specialised platforms (e.g. city platforms, online travel
agencies or tour operator platforms) which could not be included in the product mar-
ket because they did not provide a brokerage senvice subject to payment in relation to
the accommodations. In addition, online travel agencies and tour operator platforms
target different customer groups than online hotel platforms, as they are aimed pri-
marily at holidaymakers and not at people who only want to book a hotel room; the
range of tour operator platforms is geared towards individual tours and group package
tours. Disseldorf Higher Regional Court, 9 January 2015, VI-Kart 1/14 (V) — HRS,
paragraph 56 (juris).

24 Dusseldorf Higher Regional Court, 9 January 2015, VI-Kart 1/14 (V) — HRS, para-
graph 25 ff. (juris).

25 There is a close partnership between ctrip and Booking.com: cf. https://news.book-
ing.com/ctrip-and-booking-com -forge-global-travel-partnership/ .

26 Ostrovok is a hotel booking platform that is aimed primarily at Russian consum-
ers/travellers: https://www.prnewswire.com/news-releases/ostrovok-russias-fastest-
growing-online-travel-com pany-secures-136-million-in-funding-125408323.html
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36 The following table shows the distribution of accommodationamong the three larg-
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est online hotel platforms. This shows that there is no accommodation among the
respondents that uses an online hotel platform that is not one of the top 3 plat-
forms.?’

Table 20:  Use of Booking.com, Expedia and HRS

Use of online hotel platforms Number of accom- | Share distribution
modations

Only Booking 60 23%

Only HRS 10 4% 27%
Only Expedia 0 0%

Only Booking + Expedia 9 3%

Only Expedia + HRS 2 1% 40%
Only Booking + HRS 92 35%

Booking + HRS + Expedia 87 33% 33%
Sum total 260 100% 100%

As the table illustrates, a total of approx. 95% of accommodations are listed on
Booking.com, approx. 73% on HRS and approx. 38% on Expedia. 27% of the ac-
commodations use only one of the top 3 platforms, 40% use two and 33% use alll
three online hotel booking platforms.

These figures mean there are certain deviations from the distribution in the sample,
which, however, do not affect the validity of the survey results. According to the
information available at the time of sampling, 83.4% of the accommodations were
listed on Booking.com, 56.1% on HRS and 23.8% on Expedia. The extent of "multi-
homing" (identified) was originally significantly lower than indicated by the figures
shown above. In principle, there could be several reasons for this. Firstly, accom-
modations may have concluded brokerage contracts with other online hotel plat-
forms between the cut-off date of the respective customer list and the cut-off date
of the survey. It is also possible that despite careful comparison of customer lists
not all matches were found, for instance if the spelling of the names of the accom-
modations differed too much.

27 This observation is mainly due to the fact that only the customer lists provided by
these three platforms were used for sampling purposes.
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39 Finally, not all the accommodations originally surveyed also responded to the
guestionnaire.?® As pointed out in the first part of the written pleading, it was not
possible to obtain answers from some of the accommodations originally surveyed
for instance because they may have ceased operating. This applied more fre-
guently to smaller accommodations which, as indicated above, tend to use fewer

online hotel platforms.

40 The present data record shows a high level of "multi-homing" among the accom-
modations with regard to the three leading online hotel platforms, more so than in
the population established for the random sampling. At the same time, however, it
is worth noting that the accommodations in the data record primarily use Book-
ing.com and then, if applicable, also the other two large online hotel platforms.
When they use other online hotel platforms, there is a clear ranking with HRS as

the second most frequent and Expedia as the third most frequent alternative.

41 56 out of the 260 accommodations % (21.5%) stated that, in addition to the online
hotel platforms on which they are currently featured, they intend to use other online
hotel platforms in the near future. Respondents were able to give multiple answers
to the following question about their reasons. Specifically, with 45 mentions, the
largest number of accommodations said they thought they could increase their turn-
over by using additional platforms. 31 and 24 respondents said they thought they
could enhance their visibility on the Internet or could make it easier for customers
to find them by using additional platforms.*° 28 accommodations said that their
competitors were also using several online hotel platforms and they therefore
wanted to increase the number of platforms they used. A total of 21 respondents
said they had gained positive experience selling rooms via online hotel platforms.
17 respondents said that the prohibition and removal of price parity clauses had

made having a presence on additional online hotel platforms more attractive. Eight

28 The original sample encompassed 319 accommodations, but ultimately it was only
possible to use the answers of 279 accommodations.

29 This question was only displayed to accommodations that had previously indicated
they were selling via online hotel platforms.

30 31 accommodations selected the response option: "Having a presence on additional
online hotel platforms increases visibility on the Internet (e.g. with hotel meta search
engines or Google)"; 24 accommodations selected the answer option "Without a pres-
ence on other online hotel platforms, the hotel is not easy enough for customers to
find".
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accommodations mentioned other reasons for their intention to use additional

online hotel platforms.

38 out of 260 accommodations 3! (14.6%) indicated that it had been possible to
book the hotel via additional online hotel platforms in the past. The terminations of
contractual relationships affected HRS in particular (twelve mentions), unister/invia
(nine mentions), Expedia and ehotel (five mentions respectively). Only two hotels
said it used to be possible to book them via Booking.com (but that this it is no longer
possible now). The majority of contracts were terminated by the accommodations
(27 mentions); only two accommodations indicated that the contractual relationship
had been terminated by the online hotel platform. The main reasons cited for ter-
mination were insufficient booking volumes (13 responses; multiple responses to
this question were possible) and the level of commissions paid (eleven responses).
Price parity clauses, which were perceived as too restrictive, were only cited in

seven cases as a reason for termination by the accommodations.

Based on the above-mentioned survey results, there is no evidence to suggestthat
online hotel platforms will play a lesser role in the sales mix of accommodations in
the future. The number of accommodations that intend to have a presence on other
online hotel platforms in the future exceeds the number of accommodations that
had a presence on other online hotel platforms in the past. As far as Booking.com
in particular is concerned, there has been very little evidence of migration by ac-
commodations at least in the past (two cases in the present sample).

The accommodations were also asked whether they had concluded a contract with
the online hotel platforms based on general terms and conditions (GTC) or had
negotiated individual contracts. The vast majority of accommodations concluded
contracts based on GTC. This applies in particular to the three major online hotel

platforms.

31 This question was only displayed to accommodations that had previously indicated
they were selling via online hotel platforms.
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Table 21: Number of contracts based on GTC and number of individual contracts

All accommodations Chain hotels
GTC Individual GTC Individual
contract contract
Booking 225 23 14 12
HRS 174 17 15 10
Expedia 77 21 7 13
Lastminute 9 4 4
ehotel 14 4 4 3
unister / inva 12 4 1
TTravel 1 2 0 1
Sum total 512 75 48 44

45 Individually negotiated contracts are disproportionately common in accommoda-

46

tions belonging to a hotel chain. 44 out of a total of 75 individual contracts con-
cluded by all hotels surveyed, i.e. just under 59%, were concluded by hotel chains.

Individual contracts are much less common among independent accommodations,

(2) Use of Booking.com

The accommodations that have a contractual relationship with Booking.com were
asked how important Booking.com is for their sales activities. Almost two-thirds of
these accommodations said that their presence on Booking.com was virtually in-
dispensable in economic terms. All in all, well over 90% of the accommodations
stated that Booking.com is either indispensable or at least important for their own
sales activities. Only a few accommodations see this differently. Nearly all small
accommodations with a maximum of 21 rooms attach very high importance to sales
via Booking.com. Yet the vast majority of very large accommodations with more
than 100 rooms also indicate that selling through Booking.com is virtually indispen-
sable from an economic point of view. The corresponding percentage is actually
significantly higher than the percentage for all or small accommodations.
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Table 22: Relevance of Booking.com for accommodations
Accommoda- Accommoda-
Presence on All accommoda- Ens ene
i tions

EEknE) e <21 rooms <100 rooms

Num- Per- Num- Per- Num- Per-
ber centag ber centag ber centa

e e ge
Is virtually indispensable in 160 64.5% 77 63.1% 25 83.3%

economic terms for the my
hotel room sales

Is important for my hotel but 73 29.4% 38 31.1% 4 13.3%
we could also manage with-

out it

Has no tangible effect on 12 4.8% 7 5.7% 1 3.3%
bookings

Is an economic disad- 3 1.2% 0 0% 0 0%
vantage for my hotel

Sum total 248 100% 122 100% 30 100%

In total, 45 out of 248 accommodations surveyed used to be or still are “Preferred
Partners” of Booking.com (18%). This applies in particular to large accommoda-
tions and members of hotel chains. Twelve out of 30 accommodations that have
more than 100 rooms either used to be or still are “Preferred Partners” of Book-
ing.com (40%), the same applies to eleven out of 26 chain accommodations (42%).
By contrast, smaller accommodations that have a maximum of 21 rooms are or
used to be “Preferred Partners” comparatively rarely (12 out of 122 or 10%). In the
context of the platform survey, Booking.com indicated that hotel partners with “Pre-
ferred Partner” status accounted for just over 50% of its commissionrevenue. “Pre-
ferred Partners” therefore accountfor a significant share of Booking.com's turnover.

The 248 of the accommodations surveyed that have a contractual relationship with
Booking.com were also asked to indicate whether and, if applicable, what
measures they would take to increase their visibility on Booking.com's website
(multiple responses possible). The following table summarises the responses

given.
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Table 23: Measures aimed at enhancing the hotel’s ranking on Booking.com
Measures aimed at enhancing visibility on Booking.com
Number
We try to obtain as many good customer reviews on Book- 159
ing.com as possible.
We adapt our price-setting behaviour (by reducing room prices 57
or improving conditions on Booking.com or in general)
We are willing, at least occasionally, to pay Booking.com 42
higher commission than the standard commission.
We try to reduce the frequency of cancellations via Book- 40
ing.com.
We try to awid declining sales via Booking.com. 24
We awid charging lower hotel room prices and/or offering 10
more favourable conditions on our own online distribution
channel compared to sales via Booking.com.
Other measures 25
No measures 40

The vast majority of the 248 Booking.com accommodations surveyed therefore
take such measures. 57 accommodations (23%) reported using two measures, 33
accommodations (13%) said they used three or even more measures. This can be
seen as an indication that the majority of accommaodations listed on Booking.com

attach great importance to ranking on Booking.com.

The mostfrequently mentioned response (159) was "to get as many good customer
reviews as possible on Booking.com”. A total of 85 accommodations (approx. 34%)
stated that they were taking measures relevant for price or sales in a bid to increase
visibility on Booking.com, for instance by offering lower room prices or more favour-
able conditions, by at least occasionally paying higher commissions or avoiding
more favourable prices or conditions in their own online sales channels. Another
40 accommodations (16%) said that they were trying to reduce the frequency of
cancellations. 24 accommodations (just under 10%) said they were trying to avoid
declining sales on Booking.com.

In the free text section "other measures” (25 mentions in total, i.e. 10%), the ac-
commodations primarily mentioned measures that can be summed up under the
generic term of updating the content of their presence on Booking.com and the
frequent updating of their presence. A total of 14 accommodations (just under 6%)
provided information in this respect. The main measure here is to regularly update

the images used to promote the accommodation on Booking.com. In four other
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cases, accommodations made comments which can be summed up under the

heading of special price offers such as temporary special offers.

40 accommodations (16%) stated that they were not taking any measures to im-
prove their rankings on Booking.com. It emerges from the reasons indicated in the
corresponding free text field that the majority of these accommodations (27 accom-
modations) simply see no need for this, since Booking.com is of no real importance
in their sales mix and they manage to achieve a high room occupancy rate without
Booking.com. Five other accommodations stated that they had just a few competi-
tors in their region and therefore did not need to influence the ranking on Book-
ing.com. Afurther three accommodations said they thought paying for a better rank-

ing would be unfair and intransparent vis-a-vis customers.

(3) Use of direct online sales and meta search engines

Out of the total of 279 accommodations in the data record, 272 accommodations
have their own website, of which167 (59.9%) also have an online real-time booking
facility. Out of the 248 accommodation surveyed that use Booking.com, 152
(61.3%) have an online real-time booking facility, while six (2.4%) do not have their

own website.

Very large accommodations with more than 100 rooms nearly always have an
online real-time booking facility (28 out of 30 accommodations - 93.3%). All of these
30 accommodations (also) have their own website. Smaller accommodations with
a maximum of 21 rooms are less likely to have their own online real-time booking
facility. However, this is not uncommon in the case of smaller accommodations
either, as 57 of the smaller accommodations surveyed have an online real-time
booking facility (40.7%).

Accommodations that do not have an online real-time booking facility on their own
website (112 in total) were asked why they do not offer one (multiple answers pos-
sible). The most frequently cited reasons were a lack of technical/personnel re-
sources/knowledge (57 entries, i.e. 51%). Furthermore, it was frequently stated that
sufficient utilisation of capacity was guaranteed even without an online real-time
booking facility (47 entries, i.e. 42%) and/or that online real-time booking facilities
were not worthwhile in financial terms (30 responses, i.e. 27%). 20 accommoda-
tions said they do not provide an online real-time booking facility due to a lack of
customer demand. Only three accommodations indicated that they had ceased of-

fering an online real-time booking facility because customers had complained about
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price differences. Pressure exerted by Booking.com or other hotel platforms played
practically no role in this context either (and was only mentioned in three re-
sponses).

The 167 accommodations that have their own online real-time booking facility were
also asked whether they had a direct presence on hotel meta search engines. This
resulted in a divided picture: just over half of the accommodations that have their
own online real-time booking facility indicated that they were not active on hotel
meta search engines themselves (91 responses or 55%); 76 of these accommoda-
tions (46%), on the other hand, use hotel meta search engines.*? The figures vary
little if one considers exclusively the accommodations listed on Booking.com: 71
out of 152 (47%) of the accommodations that are listed on Booking.com and that

also have their own online real-time booking facility use a meta search engine.*

Measured against the total number of accommodations surveyed (279 useful re-
sponses), 27% of accommodations use meta search engines. The data on the fre-
guency of use of meta search engines tend to be overestimated, however, since
many accommodations also named hotel platforms such as Expedia, Booking.com
or HRS in the free text field "other meta search engines” in response to this ques-
tion. In addition to these hotel platforms, "Holidaycheck" was the only other website
mentioned more frequently as an alternative website. If this is taken into account,
the number of hotel meta search engines used is lower than the above-mentioned
figures. When evaluating the results, it should also be taken into account that alt-
hough some of the accommodations use meta search engines, in principle, they

did not indicate how frequently they do so.

(4) Relevance of the various distribution channels

The hotel survey also determined the relevance of the various online distribution
channels for turnover in the years 2015 to 2017. Accommodations indicating that
they sell through online hotel platforms and/or have an online real-time booking
facility were asked to allocate their online sales turnovers to the two online sales
channels "online hotel platforms" and "online real-time booking facility”. It is clear

that hotel platforms continued to be the mostimportant online sales channel from

32 Qut of these 76 accommodations, 61 use Trivago, 43 Tripadvisor and 12 Kayak; 20
also named other hotel meta search engines.

33 Trivago is most frequently used (58 responses), followed by Tripadvisor (42 re-
sponses), Kayak (12 responses). 18 accommodations said they use other websites..
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an accommodation perspective between 2015 and 2017. The distribution between
the two online sales channels has remained by and large steady; between 2015
and 2017, bookings made via online hotel platforms accounted on average for
around 75% of online turnover generated by the accommodations surveyed;
around 25% of online bookings were generated via the company's own direct online
sales channel.

Table 24:  Distribution of turnover generated by accommodations via an online sales

channel
Distribution of online turnovers
2015 2016 2017
Share of online hotel platforms: 74 75 76
_Share of online real-time book- 26 25 24
ings:

The situation is similar when a separate look is taken at the accommodations listed
on Booking.com. The following table (next page) shows that online hotel platforms
are also the mostimportant online sales channel for the accommodations listed on
Booking.com. The small accommodations listed on Booking.com have not quite
managed to maintain a steady ratio between the online distribution channels. The
very large accommodations, on the other hand, handle a much smaller proportion
of their online bookings via online hotel platforms. They managed to maintain the
distribution of the two online sales channels at a constant level, thus recording an
increase in bookings made via direct online distribution channels in absolute terms.

Table 25:  Distribution of turnover from overnight stays generated by online sales of ac-
commodations listed on Booking.com

Distribution of
online turnover

All accommodations | Booking.com accom- | Booking.com accom-
listed on Book- modations < 21 modations > 100
ing.com rooms rooms

2015 | 2016 | 2017 | 2015 | 2016 | 2017 | 2015 | 2016 | 2017
34

Share of online ho- 75 77 78 80 82 84 60 64 63
tel platforms:
Share of online 25 23 22 20 18 16 41 36 37

real-time bookings:

34 N.B.: one of the 30 hotels with more than 100 rooms indicated a ratio of 44 to 57 for

2015. If the corresponding figure was deleted, the figure for 2015 would be 60% for

hotel platforms and 40% for hotels' own online real-time booking facility.
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60 In line with the turnover distribution between online hotel platforms and online real-
time booking facilities described above, only a few of the 167 hotels that have an
online real-time booking facility surveyed indicated that the latter has already be-
come the sales channel with the highest turnover. However, about one-third of
these accommodations aim to make their own direct online sales channel the sales
channel that generates the highest turnover. All in all, around 50% of the accom-
modations surveyed that offer a real-time online booking facility think this sales
channel has considerable development potential. However, the other 50% of the
respondents that already have an online real-time booking facility believe that their
own direct online sales channel will not prevail in the future because other distri-
bution channels are either too strong or more attractive. The exact figures are in-
dicated in the table below.

Table 26: Accommodations’ assessment of the relevance of direct online sales for

turnover
Is the hotel's own online real-time booking facility the sales channel that
generates the most turnover in your hotel?
Number | Percent-
age

Yes itis 26 15.6%
No, but this is our aim for the future. 56 33.5%
No, this sales channel is unlikely to become the main 63 37.7%
sales channel for my hotel in the future because other
sales channels are too strong.
No, other sales channels are more attractive in my 22 13.2%
opinion.
Sum total 167 100%

61 The accommodation data on this issue are also distributed in a relatively similar
way when sub-groups are considered. This applies both to accommodations with
a maximum of 21 rooms and to accommodations with more than 100 rooms. A

decision was therefore made not to show the figures separately.

(5) Summary evaluation

62 The results of the investigation show that distribution via online hotel platforms in
general and via Booking.com in particular, regardless of the size of the accommo-
dation surveyed, is an important sales channel if not the mostimportant online sales
channel. The development in sales and market share in the first section has already
shown that Booking.com is the market leader on the German online hotel platform
market by along stretch. This importance is also reflected in the results of the hotel
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survey. 89% of all accommodations surveyed and 95% of accommodations that
use online hotel platforms use Booking.com. Alimost two-thirds of the accommoda-
tions surveyed that use Booking.com said it has become “almost indispensable in
economic terms” for them. The importance attached to the ranking on Booking.com
is demonstrated by the fact that the vast majority of accommodations listed on

Booking.com take measures to improve their ranking.

The majority of the accommodations surveyed (60%) and also a large proportion
(41%) of the smaller accommodations surveyed have their own online real-time
booking facility. Hotel platforms are also the most important online sales channel
for accommodations that have their own online real-time booking facility. However,
these accommodations have managed to keep the ratio between the two online
sales channels - platforms on the one hand and real-time booking on the other -

relatively stable despite the strong growth in platform turnover.

The accommodations' view of the potential of their own direct online sales is di-
vided: while around 50% of the accommodations surveyed that already have an
online real-time booking facility rely on direct online sales as the strongest distribu-
tion channel, the other 50% believe that other sales channels - the online hotel

platforms - are too strong or more attractive.

bb. Distribution costs of accommodations

In order to be able to assess the extent of latitude in the pricing of accommodations
in their own online sales channels, the accommodations (and online hotel plat-
forms)were asked how muchcommissionthey pay the platforms (under (1)). It was
also determined which costs the accommodation has to incur for direct online sales,
including advertising expenditure, and what percentage of the accommodations
advertise more favourable rates and/or conditions in their own online sales chan-

nels, how and to what extent (under (2)).

(1) Commissions paid to hotel platforms

With approximately [12-17%] the average commission paid to the three major
online hotel platforms according to the accommodations surveyed is relatively sim-
ilar.

For all three major online hotel platforms, there is little difference between the av-

erage commission, standard commission and maximum commission charged.
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Thus, there is no indication that many of the accommodations surveyed pay higher

commissions or can negotiate significant discounts on the standard commission.

(2) Distribution costs and advertising for hotels’ own direct online distri-
bution channels

The 167 hotels that have an online real-time booking facility on their website indi-
cated that in the calendar year 2017 they incurred an average of €9,948 in distri-
bution costs, including advertising for the hotel's own online distribution channel.
The median value®® of distribution costs is in the region of €1,700, i.e. 50% of the
values given for the distribution costs indicated by the relevant hotels are greater
than or equal to €1,700; the maximum figure indicated is around €200,000. At the
same time, these accommodations recorded an average overnight stay turnover of
€1,122,380 for 2017. The distribution costs for the hotels' own online distribution

channels thus accounted on average for less than 1% of overnight sales.

There is a clear difference between smaller and very large accommodations. Ac-
commodations with a maximum of 21 rooms spend on average just €1,974 on dis-
tribution costs for the hotel's own online distribution channel - where the average is
just €1,000 and the maximum is €25,000. These accommodations generated an
average overnight stay turnover of €137,542 in 2017. The distribution costs for the
hotels' own online sales thus accounted for less than 2% of overnight sales on
average.

The figures are much higher for very large accommodations with more than 100
rooms. The average distribution costs amounted to €27,027 in 2017. The average
is €10,000 and the maximum is €170,000. These accommodations in turn gener-
ated an average turnover from overnight stays of €3,927,592 in 2017. The distribu-
tion costs for the hotels' own online distribution channels thus accounted on aver-

age for less than 1% of overnight sales.

The accommodations that actually list more favourable prices and/or conditions on
their own direct online sales channel or on their own website were also asked
whether they advertise them specifically. 151 accommodations responded to this
guestion. Out of these, 95 accommodations (63%) said they did not advertise more

favourable rates and/or conditions, whereas 56 accommodations (37%) said they

35 The median thus divides a data record, a sample or a distribution into two (equal)
halves in such a way that the values in one half are not greater than the median value
and are not smaller in the other half.
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did. Such advertising is primarily carried out by large accommodations: 23 accom-
modations with more than 100 rooms responded to this question, 15 of these ac-
commodations (65%) stated that they advertise more favourable rates and/or con-
ditions on their website or direct online booking facility.*®¢ Smaller accommodations
with a maximum of 21 rooms are less inclined to do so (16 out of 54 accommoda-
tions, i.e. 30%).

The 56 accommodations that said they advertise more favourable rates/conditions
on their website said the average advertising costs for this in the calendar year
2017 amounted to €2,286.%" In relation to the average overnight stay turnover of all
accommodations with an online real-time booking facility in the data record of
€1,122,380 in 2017, this advertising expenditure appears to be relatively reasona-
ble (well below 1% of the average overnight stay turnover). The accommaodations
concerned were also asked how often they advertise their hotel's own online sales
channel. Eleven accommodations indicated that they advertise their own online
sales channel always or daily. In the free text responses, 13 other accommodations
essentially indicated that they advertise weekly to monthly, but at least regularly.
Seven accommodations reported that they rarely advertise the hotel's own online
sales channel. Some accommodations said they were always promoting direct
online sales of their own accommodation, but the information they provided related
to communication with their own guests. This group consisted of ten accommoda-
tions.

The 95 accommodations that quote lower prices in their own direct online sales
channels or on their own website without advertising them were asked why they do
not advertise. The free text answers can be divided into five categories. The main
reason given (by 31 respondents, i.e. almost 33%) was that there is no need for
suchadvertising measures. The second mostfrequent reason (12 respondents, i.e.
just under 13%) was that the relevant advertising is too unprofitable or too expen-
sive. The same number of respondents (also 12) said that it is too much trouble to

advertise. Ten respondents said they had not yet considered advertising. Finally,

36 The same applies to accommodations belonging to a hotel chain. 12 out of 18 adver-
tise (67%). These are, howewer, for the most part the same as accommodations with
more than 100 rooms.

37 The manifestly erroneous claim made by one accommodation which said its advertis-
ing costs amounted to €2 million was disregarded This figure appears to be incorrect
because the total turnover generated by this accommodation is less than €3.5 million
and the total expenditure of this accommodation for online sales is around €39,000.
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five other respondents indicated that they intend to advertise particularly favourable

rates and/or conditions on their website in future.

(3) Summary evaluation

According to the accommodations surveyed, the average amount of commission
paid in 2017 for hotel rooms brokered via the three major platform operators was
approximately [12-17%] of the room price. This share can at least serve as a rough
indication of the pricing leeway accommodations have in online sales. It is worth-
while selling via hotels’ own online sales channel if the associated costs are lower

than the commission payable to online hotel platforms.

In this comparison, it must first be taken into account that maintaining a hotel's own
online sales channel creates a mainly fixed cost block for the hotel, which increases
only insignificantly for each additional booking made via this sales channel. Once
a hotel has decided to set up its own online sales system, the costs incurred by any
additional booking made via its own sales channel are negligible compared to the
full commission payable for each booking made via an online hotel platform. From
this point of view, the price-setting leeway for additional bookings would correspond

to almost the entire commission otherwise payable to the online hotel platform.

However, having their own distribution channel would continue to offer hotels a
clear cost advantage if not just the variable costs of any additional booking made
via the accommodations' own online distribution channel were compared to the
commission the platform receives for any additional overnight stay, but the total
costs of the hotels’ own online distribution channel (i.e. fixed costs and variable
costs) were distributed over all bookings made via this channel and then this aver-
age value was compared to the commission payable to the platform.

However, this comparison is problematic in practical terms since the hotels do not
consistently allocate turnover to the booking channel used, with the result that it
was not possible to ask the relevant questions. In this respect, it was not possible
to determine the average online sales costs of an overnight stay booked on the
hotel's own online distribution channel. However, it is possible to take an approxi-
mate look at the ratio between the distribution costs of the hotels’ own online distri-

bution channel and their total overnight stay turnover:

As outlined in the previous section, smaller accommodations with a maximum of
21 rooms - which account for 50% of the data record - spent an average of just

€1,974 on distribution costs for the hotel's own online sales channel in 2017. This
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was juxtaposed with average overnight stay turnover of €137,542 generated by
these smaller accommodations in 2017. The corresponding online distribution
costs for the few very large accommodations with more than 100 rooms averaged
€27,027 in 2017. This was juxtaposed with an average overnight stay turnover of €
3,927,592 generated by these hotels in 2017. These absolute figures emphasise
that the costs incurred by the hotels' own online sales are low in relation to the
overnight turnover generated in each case; the online distribution costs amount to
less than 2% of the overnight sales turnover on average for smaller accommoda-
tions and less than 1% of the overnight sales turnover on average generated by

the few very large accommodations.

The large margin between these percentages and the average commission rate of
[12-17%] per overnight stay justifies the conclusion that even when the full costs
incurred by the hotel's own online sales channel are taken into account, there is
also a clear cost advantage over distribution via hotel platforms. This finding is also
confirmed by the accommodations’ view that the lower costs of direct online sales
are the most frequent reason for price differentiation be-tween direct online sales
and online hotel platforms.*®

Slightly more than one-third of the accommodations that actually offer more favour-
able prices and/or conditions via their own online real-time booking facility or their
own website than on Booking.com also advertise these offers. In the case of very
large hotels with more than 100 rooms, the proportion is just under two-thirds. The
corresponding advertising costs of these accommodations that engage in price dif-
ferentiation averaged €2,286 in the 2017 calendar year.* In view of the fact that
bookings made via the hotel's own direct online sales channel come primarily from
consumers who already know the hotel*°, it can be explained that the advertising

expenditure here is relatively low compared to the average overnight stay turnover.

38 See para. 100 below.

39 The fact that this amount is higher than the funds covering the distribution costs of
smaller accommodations (see abowe) is explained by the fact that no distinction was
made between smaller and very large accommodations for the evaluation of advertis-
ing costs due to the comparatively low number of responses.

40 See para. 143 below.
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cc. Price differentiation between online sales channels and hotel platforms

The following section first describes the percentage of accommodations that are
actually willing to offer more favourable rates and/or conditions in their own direct
online sales channel than on the online hotel platform and the reasons why they
may not engage in price differentiation (under (1)). In addition, it is explored how
often and to what extent accommodations undercut rates or improve conditions
(under (2)). Section (3) shows which incentives exist for or against price differenti-
ation between direct online sales and hotel platforms from the accommodations’
perspective. Last but not least, the results of the investigation are presented in or-
der to illustrate how Booking.com is likely to respond if more than 25% of the ac-
commodations offer cheaper rates and/or more favourable conditions on their own
online sales channel (see (4)). The investigations on the number of follow-up book-

ings made after bookings made on Booking.com (see (5)) were not very productive.

(1) Proportion of accommodations that engage in price differentiation be-

tween their own online sales channels and hotel platforms

In order to determine what percentage of the accommodations are actually pre-
pared to offer more favourable rates and/or conditions on their own direct online
sales channels than on the online hotel platforms, the accommodations had to an-
swer various questions concerning the price-setting behaviour in direct online sales
in relation to the prices set for online hotel platforms.

First of all, the accommodations were asked whether they offer more favourable
rates or other conditions for the same room and the same period via their online

real-time booking facility or website than for bookings made through Booking.com.

Out of the 152 accommodations in the samplethat have an online real-time booking
facility and are listed on Booking.com, 109 (72%) said they engage in price differ-
entiation. 43 accommodations (28%), on the other hand, stated that they did not

offer different prices/conditions.

The price-setting behaviour of the 90 accommodations in the sample that are listed
on Booking.com and do not have their own real-time booking facility but are able to
offer more favourable rates/conditions on their own website than on Booking.com,
was also determined. Here, 42 (47%) of these accommodations (just under 50%)
indicated that they offer a cheaper rate or more favourable conditions for the same
room and the same period on the hotel's own website than on Booking.com. The
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majority of these accommodations 48 (53%) say they do not engage in price differ-

entiation.

The following table contains the evaluation results in detail - differentiated accord-
ing to accommodations with real-time booking facilities on the one hand and those

that (only) have their own website.

Table 27:  Price-setting behaviour in direct online sales

Do you ever offer cheaper rates or more favourable conditions for book-
ings made for the same room for the same period than for bookings
made through Booking.com?

Real-time booking facility Hotel website

Yes

109

72%

42

47%

No

43

28%

48

53%

Total

152

100%

90

100%

87

Table 28:

The price-setting behaviour of the smaller accommodations with a maximum of 21
rooms and the very large accommodations with more than 100 rooms shows cer-
tain differences, as the following table illustrates. It is clearly rarer for smaller ac-
commodations to set lower prices/more favourable conditions in their own direct
online sales channel. Large accommodations with more than 100 rooms, on the
other hand, nearly always have an online real-time booking facility. These accom-
modations offer more favourable prices or other more favourable conditions on their

online direct sales channel somewhat more frequently.

Price-setting behaviour in direct online sales - accommodations with a maximum of
21 rooms and accommodations with more than 100 rooms

Do you ever offer cheaper rates or more favourable conditions for bookings made for the
same room for the same period than for bookings made through Booking.com?

Accommodations
(max. 20 rooms)

Accommodations
(max. 100 rooms)

Real-time book-

Hotel website

Real-time book-

Hotel website

ing ing
Yes 30 59% 24 36% 22 79% 1 50%
No 21 41% 42 64% 6 21% 50%
Total 51 100% 66 100% 28 100% 100%

88 The 91 accommodations using Booking.com which have a real-time online booking

facility or a hotel website but indicated that they did not differentiate prices, were
asked to explain the reasons for their behaviour. Accommodations with an online
real-time booking facility indicated in a total of 20 cases that customers might com-
plain or have actually complained about price differences. Nine respondents cited



89

90

Bundeskartellamt - Investigation report on price parity clauses Page 39

the lack of technical resources/knowledge as a reason. Contract loyalty vis-a-vis
Booking.com was mentioned as a reason five times. Pressure exerted by Book-
ing.com was mentioned three times in total. Five accommodations indicated that
such behaviour is not worthwhile or has not been worthwhile. Other reasons were

mentioned only four times.

Accommodations that do not have their own website but do have a real-time online
booking facility said the lack of technical resources/knowledge (18 responses) and
actual or potential customer complaints (16 responses)were the main reasons why
they did not offer cheaper rates/more favourable conditions on their own website.
Eight accommodations indicated that such behaviour is not or would not have been
worthwhile in financial terms. Three and two accommodations respectively cited
contract loyalty vis-a-vis Booking.com and pressure exerted by Booking.com as
reasons why they did not offer lower prices/more favourable conditions in their di-
rect online sales channels. A total of ten accommodations cited other reasons for
such behaviour. (Five accommodations indicated in the free text responses, inter
alia, that they do not have their own website where they could have offered such
prices).

In summary, it can be ascertained that out of the 248 accommodations surveyed
which use Booking.com, around 98% would in principle be able to offer cheaper
rates or more favourable conditions via the Internet (their own online real-time
booking facility or website) than on Booking.com, since 152 accommodations
(61%) have their own real-time booking facility and 90 accommodations (36%) at
least have their own website. This notwithstanding, 91 of these accommodations
(37%) do not publish more favourable prices or conditions on their own direct online
sales channel. The main reasons cited for this behaviour were the customer's de-
sire for price parity via the distribution channels and the lack of their own technical
resources/knowledge. Some accommodations indicated that such pricing behav-
iour was not financially worthwhile. Pressure exerted by Booking.com and the loy-
alty of accommodations vis-a-vis Booking.com played only a minor role in the re-

sponses.
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(2) How often and to what extent do accommodations engage in price dif-
ferentiation between their direct online sales channels and hotel plat-

forms?

o1 Firstof all, it was examined how often the 151 accommodations that said they offer
cheaper prices/more favourable conditions via their online real-time booking facility

or their own hotel website than on Booking.com actually do so.

Table 29:  Frequency with which more favourable prices/conditions are offered

through direct online sales channels than on Booking.com

How often do you offer cheaper rates than the rates quoted on Booking.com?

Accommodations that (only) have a
website

Accommodations with a direct online
sales channel

Number

Percentage

Number

Percentage

mostly/always more favourable than on Booking.com (75 - 100% of cases)

65

60%

18

43%

often cheaper than on Booking.com (50 - 74% of cases)

13

12%

7

17%

occasionally cheaper than on Booking.com (25 - 49% of cases)

17

16%

9

21%

rarely/never cheaper than on Booking.com (50 - 25% of cases)

14

13%

8

19%

Sum

total

109

100%

42

100%

92 It appears that accommodations that have online real-time booking facilities en-
gage slightly more often in price differentiation than accommodations that have a
website but no online real-time booking facility. 60% of the accommodations sur-
veyed that have an online real-time booking facility and are listed on Booking.com
offer lower prices/more favourable conditions "mostly or always" on their direct
online sales channel than on Booking.com, whereas less than half (43%) of the
accommodations that do not have an online real-time booking facility do so. For the
most part, both groups are at least "frequently” cheaper than on Booking.com (72%
and 60% respectively). However, a considerable proportion of accommodations in
both groups (13% and 19% respectively) indicated that they rarely or never offered
lower prices/more favourable conditions than on Booking.com.

93 It is possible to roughly deduce from the answers given how often the accommo-

dations listed on Booking.com offer more favourable prices or more favourable
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other conditions overall via their online real-time booking facility or their hotel web-

site:

A total of 248 hotels have indicated that they are listed on Booking.com. Out of
these 248 accommodations, six do not have their own website ruling them out from
offering different prices on their own websites. In addition, 91 accommodations (43
with a real-time booking facility and 48 with a hotel website) indicated that they do
not offer lower prices than on Booking.com (see Table 27). In total, 97 out of 248
accommodations, or 39% of the accommodations listed on Booking.com, are never
cheaper than on Booking.com. On the other hand, about 42% of the accommoda-
tions listed on Booking.com (78 that have and 25 that do not have a real-time book-
ing facility) offer lower prices/more favourable conditions on the hotel's own real-
time booking facility or website in more than 50% of the cases. In addition, around
19% of the accommodations listed on Booking.com (31 with and 17 without an
online real-time booking facility) offer lower prices or more favourable conditions in

less than % of the cases.

It was also established to what extent accommodations actually undercut or im-
prove the rates/conditions set on hotel platforms in their own direct online sales
channels or on their own website. To this end, the accommodations, which at least
occasionally differentiate on price between their own online sales channels and
Booking.com, were asked by how much they reduce prices. The following table
(see next page) sums up the corresponding data, once again differentiated accord-
ing to accommodations with an online real-time booking facility and accommoda-
tions that (only) have their own website.
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Table 30:  Price differences between direct online sales channels and Booking.com

How much lower are room rates offered than on Booking.com?

Accommodations with a direct online Accommodations that (only) have a
sales channel website

Number Percentage Number Percentage

up to 5% lower in most cases

33 30% 8 20%

mostly 5% to 10% lower

52 48% 12 30%

mostly 10% to 15% lower
22 20% 17 43%

mostly at least 15% lower

2 2% 3 8%

Sum total
109 100% 40 100%

It is noticeable that accommodations that only have a website but no online real-
time booking facility are less likely to quote different prices on their website than on
Booking.com (see above), but tend to charge lower prices than accommodations
that have an online real-time booking facility. Half of the accommodations without
an online real-time booking facility usually quote rates on their website that are at
least 10% lower than on Booking.com, whereas only 25% of the accommodations
with an online real-time booking facility do so.

In summary, it can be ascertained that a little more than 40% of the accommoda-
tions listed on Booking.com that have their own real-time booking facility and/or
website offer lower rates and/or more favourable conditions in at least half of the
cases than on Booking.com, whereas just under 40% of the accommodations in
guestion never do. Nearly 50% of accommodations with an online real-time booking
facility that differentiate on price set the prices around 5 to 10% lower. Accommo-
dations that only have a website tend to engage less frequently in price differentia-
tion, but are usually at least 10% cheaper than on Booking.com.

When the discounts indicated are compared, it becomes apparent that the vast
majority of accommodations keep the discount lower than the average commission
paid to Booking.com. According to the accommodations surveyed, this was on av-
erage about [12-17%] (see above). In most cases, selling rooms via direct online
sales channels is likely to be more profitable than via Booking.com, despite dis-

counts for accommodation, even when the costs of operating the real-time online
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booking facility and/or the hotel's own website, as well as any corresponding ad-

vertising costs are taken into account.

(3) Reasons for price differentiation in direct online sales channels

The 129 accommodations (95 that have an online real time booking facility and 34
that do not) which indicated that they offered lower prices/more favourable condi-
tions on their direct online sales channel in at least 25% of the cases were also
asked about the incentives or reasons for this behaviour (multiple answers possi-
ble). The following table shows the frequency distribution of the responses, in turn
differentiated according to accommodation with and without online real-time book-
ing facilities.

Table 31:  Reasons for price differentiation between accommodations’ own
online sales channels and Booking.com

Why are rates cheaper than on Booking.com?

Accommodations with an online real- Accommodations that (only) havwe a
time booking facility website
Number Percentage Number Percentage

Fairness towards customers: customers should not pay more than the costs
they incur; anyone selecting the booking channel that is less expensive for the
hotel will also receive a more favourable price/conditions.

59 62% 21 62%

Cost savings for the hotel: distribution via hotel platforms is more expensive
than distribution via the hotel's own online real-time booking facility; customers
should therefore be given an incentive to select the booking option that is
cheaper for the hotel

71 75% 19 56%

Customer loyalty: my hotel combines the lower prices/more favourable condi-
tions for bookings made via the hotel's own website with its own customer loy-
alty programme?*!

39 41% 5 15%

Other reasons

5 5% 7 21%

41 Seweral accommodations affirmed this possibility, even though they had previously
said they did not have a customer loyalty programme of their own. This may be due to
them having a different interpretation of the term "customer loyalty programme”. In
guestion 10 of the questionnaire, the definition "customer loyalty programme” was
linked to the existence of a so-called "closed user group”. In accordance with the pre-
vious General Terms and Conditions of Booking.com of 14 August 2014, Section
2.2.1, a "closed user group" was defined as follows: “A group in which users actively
decide to become a member and hawe filled in a customer profile. The key character-
istic of a closed user group is that the rates offered are not (directly or indirectly) pub-
licly available or are not made available". This rather narrow definition of customer
loyalty programmes may hawve led to accommodations initially indicating that they did
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Both groups cited the lower costs incurred by direct sales as the most frequent
reason for differentiating prices between direct online sales and online hotel plat-
forms. Accommodations want their guests to share in this cost saving ("fairness
towards customers") or are keen to redirect their customers tothe distribution chan-
nel that is more cost-effective for them ("cost saving for the hotel"). By contrast,
customer loyalty via loyalty programmes is of subordinate importance. The "other
reasons" given by just a few accommodations, include for instance that they offered
more favourable rates for long-term bookings that are rarely made on Booking.com,
but that the price per overnight stay on Booking.com was always the same. The
loyalty of regular customers was also mentioned in the free text responses as a
reason for lower prices.

The accommodations were also asked which factors would encourage them to
guote more favourable prices and conditions on their direct online sales channel

than on Booking.com more frequently in future or for the first time.

The survey results for the accommodations which, by their own account, already
engage in relevant price differentiation are summarised in the following table (see
next page), once again differentiated according to accommodations with and with-
out online real-time booking facilities. The responses were provided by a total of
151 accommodations (multiple answers possible). Out of these, 109 accommoda-
tions had an online real-time booking facility and 42 only had their own website.

not have any such programme while subsequently referring at this point to their own
customer loyalty programme - which is probably not based on a "closed user group".
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Table 32:  Factors that could lead to more frequent price differentiation be-
tween direct online sales channels and online hotel platforms

Which factors might encourage you to offer more favourable prices/conditions
on your own direct online sales channel in the future than via Booking.com?

Accommodations with an online real- Accommodations that (only) have a
time booking facility website
Number Percentage Number Percentage

If more of our customers asked to receive a better price or more favourable
conditions when selecting a sales channel that is more favourable for the hotel

56 51% 15 36%

If distribution via online hotel platforms was even more expensive than distri-
bution via the hotels' own distribution channels (e.g. by further reducing the
costs of distribution via the hotels' own website or by increasing platform com-
missions)

58 53% 14 33%

If my hotel were to implement its own customer loyalty programme or expand
an existing customer loyalty programme

29 27% 9 21%

If price parity clauses continue to be prohibited

59 54% 16 38%

If commission for bookings made Via Booking.com increase

72 66% 21 50%

If the other conditions for my hotel deteriorate to my disadvantage when book-
ing through Booking.com

62 57% 16 38%

If Booking.com does not transmit the data of the customer making the booking
to me

29 27% 7 17%

Other factors
10 9% 6 14%

None; | don’t think it makes commercial sense to offer more favourable prices
or conditions via the hotel's own website than with bookings made via Book-
ing.com more frequently than at present

10 9% 8 19%

103 The factors most frequently cited that might lead to more favourable offers in direct
online sales in the future were increased distribution costs for the use of Book-
ing.com, whether due to an increase in booking commissions by Booking.com (72
and 21 responses respectively) or more inferior other conditions for accommoda-
tions (62 and 16 responses respectively). A relative increase in price compared to
the hotel's own sales channels is also one of the factors frequently mentioned (58
and 14 responses). Also frequently mentioned were the continuation of the prohi-
bition of the price parity clauses (59 and 16 responses) and increased customer
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demands for more favourable conditions in accommodations' direct online sales
channel (56 and 15 responses). By contrast, customer loyalty programmes and the
availability of customer data play only a subordinate role. Relatively few accommo-
dations said that they thought an even more intensive differentiation of prices and
conditions between direct online sales channels and Booking.com would make no
commercialsense. With regard to the "other factors", a number of accommodations
stated that they will not quote lower prices on direct online sales channels more
frequently in the future because they always do so now.

A similar picture emerges regarding the frequency distribution of the factors men-
tioned - with a lower number of responses due to the smaller group size - for ac-
commodations which have not yet set more favourable prices/conditions on their
direct online sales channel even though they have the opportunity to do so. The
following table (see next page) shows the actual figures once again differentiated
according to accommodations with and without an online real-time booking facility.
A total of 91 accommodations responded. Out of these, 43 accommodations had
an online real-time booking facility and 48 had only their own website.
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Factors that might encourage accommodations to offer lower prices/more

favourable conditions via their direct online sales channel than through
Booking.com (for the first time) in the future

Booking.com?

Which factors might encourage you to offer lower rates/more favourable conditions
via your own direct online sales channel (for the first time) in the future than through

Accommodations with

booking facility

an online real-time

Accommodations that (only) have a

website

Number

Percentage

Number

Percentage

If more of our customers asked to receive a better price or more favourable condi-
tions when selecting a sales channel that is more favourable for the hotel

17

40%

11

23%

If distribution via online hotel platforms was even more expensive than distribution
via the hotels' own distribution channels (e.g. by further reducing the costs of distri-
bution via the hotels' own website or by increasing platform commissions)

17

40%

13

27%

If my hotel were to imp
existing customer loyal

ty programme

lement its own customer loyalty programme or expand an

6 14% 4 8%
If price parity clauses continue to be prohibited

13 30% 9 19%
If commission for bookings made via Booking.com increase

22 51% 19 40%

through Booking.com

If the other conditions for my hotel deteriorate to my disadvantage when booking

17 40% 10 21%
If Booking.com does not transmit the data of the customer making the booking to
me

9 21% 6 13%
Other factors

1 2% 9 19%

None; | don’t think it makes commercial sense to offer more favourable prices or
conditions via the hotel's own website than with bookings made via Booking.com
more frequently than at present

11

26%

42

105 For these accommodations too, it is apparent that increased distribution costs (in-
crease in commission or deterioration in conditions) via Booking.com in particular

encourage accommodations to offer more favourable prices/conditions via their

42 Figures are only available for accommodations that have an online real-time booking
facility.
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own online sales channel. Also mentioned relatively frequently were increased cus-
tomer demands for more favourable conditions, the relative increase in the price of
distribution via hotel platforms and the continued prohibition of price parity clauses.
There were no factors among the "other factors"that were mentioned several times.

106 In addition, the accommodations that said they differentiate prices albeit rarely (i.e.
in less than 25% of cases) offer lower prices in their direct online sales channel
were asked why they rarely do so. The following table (see next page) shows the
distribution of responses. The figures are based on the responses of 22 accommo-

dations.



Bundeskartellamt - Investigation report on price parity clauses Page 49

Table 34: Reasons why price differentiation between direct online sales channels
and online hotel platforms occurs rarely/never

Why are rates quoted in direct online sales channels rarely cheaper than on
Booking.com?

Accommodations with an online real-time Accommodations that (only) have a web-
booking facility site

Most of our customers always expect to be offered the same final price/conditions re-
gardless of what booking channel they use.

10 4

Most of my customers don't care or hardly notice different prices / conditions, if at all.

2 1

We are currently still trying out strategies for price and conditions differentiation, we
may leverage the possibility of price and conditions differentiation more often in the fu-

ture.

1 1
Price/conditions differentiation via various booking channels is too time-consum-
ing/costly.

1 0
Legal uncertainties

0 0

The costs of selling via Booking.com are only slightly higher than the costs of selling
via the hotel's own online real-time booking facility.

1 0

The costs of selling via Booking.com are lower than the costs of selling via the hotel's
own online real-time booking facility.

0 0

The different distribution costs of the online sales channels are allocated to all distribu-
tion channels and are therefore not reflected in the current prices.

0 1

Pressure exerted by Booking.com

0 0

107 There are very few responses available to this question because, as explained
above, such pricing behaviour applies only to very few types of accommodation. Of
the few accommodations that answered, only the assumed customer expectation
of equal prices and conditions across all sales channels was given as the reason
why they tend not to differentiate between prices and conditions. Other possible

reasons, on the other hand, are of little consequence.

108 In summary, the following can be established: the mostimportant incentive for ac-
commodations to offer different prices in direct online sales channels or on their
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own website on the one hand and on hotel platforms on the other is that direct sales
incur lower costs. The accommodations want their guests to share in this cost sav-
ing (“fairness towards the customer") or to redirect their customers to the sales
channel that is more cost-effective for them ("cost saving for the hotel"). Accord-
ingly, the accommodations indicated that, in particular, increased distribution costs
(increased commission or inferior conditions) via Booking.com would be an incen-
tive to engage in price differentiation more frequently or for the first time. The con-
tinued prohibition of price parity clauses was also frequently cited as a prerequisite.
The main reason why some accommodations have rarely engaged in price differ-
entiation so far is their assumption that customers expect to be offered the same
rates and conditions across all distribution channels.

(4) Booking.com’s counter-response to accommodations’ price differentia-
tion behaviour

Furthermore it was examined as to how Booking.com is likely to respond if more
than 25% of accommodations offer cheaper rates and/or more favourable condi-
tions via their own online sales channels.

All three major online hotel platforms indicated that they would expect to see a
significant decrease in bookings and a loss of turnover in this case. When asked
what could be done to prevent this, Booking.com in particular said that price parity
clauses and the means used to enforce them, e.g. termination of the contract, par-
tial termination of a special status, e-mails or calls to the accommodation and the
possibility of a compensation mechanism, were effective means. Expedia and HRS
do not feel they are in a position to prevent price differentiation on their own due to
their comparatively low significance in the market.

Based on the above-mentioned data now available on the price differentiation be-
haviour of accommodations, it can be said that the scenario of prices that are
shown on Booking.com being undercut in the hotels’ own online distribution is no
longer hypothetical: at present approx. 42% of the accommodations surveyed and
listed on Booking.com offer lower rates and/or more favourable conditions than on
Booking.com in at least half of the cases. At the sametime, there can be no mention
of a slump in sales or bookings, on the contrary, Booking.com's sales have always

grown significantly in recent years (see above).

The results of the hotel survey have also shown that pressure exerted by Book-

ing.com on accommodations to decide whether they want to quote lower rates in
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their direct online sales channel in the first place plays a very subordinate role - at
least currently - but this has probably also been the case in the (at least more re-
cent) past:

Accommodations that claim to offer lower prices on their own website and/or in their
own real time booking channel than on Booking.com were asked how Book-
ing.com's responded. The responses show that Booking.com rarely exerted pres-
sure on accommodations, particularly at the time of the survey. As the following
table specifically shows, only a few accommodations confirmed that Booking.com
was exerting pressurein response to their own price-setting behaviour. This applies
equally to accommodations with and without their own online real-time booking fa-
cility.

Table 35:  Does Booking.com exert pressure in response to price differenti-

ation between direct online sales and online hotel platforms?

Does Booking.com exert pressure if you offer your customers lower rates/more
favourable conditions than if they book via Booking.com?

Real-time booking facility Hotel website

Yes 14 13% 3 7%
No 95 87% 39 93%
Total 109 100% 42 100%

Asked about the details of Booking.com's response, the accommodations included
e-mails or phone calls, de-ranking and contract terminations. Accommodations
mostly indicated that they had experienced these practices in the past, but no
longer at the time of the survey. Two accommodations indicated that Booking.com
had exerted pressure until early 2014, three said it had done so until 2015, five said
it had done so until early 2016 and one said it had done so until early 2017. Only
two accommodations said Booking.com continues to exert pressure to the present

day.

(5) Follow-up bookings

It could not be clarified conclusively how many follow-up bookings accommodations
managed to achieve on average by customers who had made bookings via Book-
ing.com. Very few of the accommodations surveyed even took the opportunity to
provide estimates. In total, only seven out of 248 relevant accommodations re-
sponding to the question actually knew what the average number of follow-up book-
ings was. The bandwidth of the few responses is broad: one hotel assumes that

every booking made via Booking.com will result in exactly one additional booking
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via Booking.com; another assumes that each booking will result in 200 subsequent
bookings via the direct online sales channel and via Booking.com. This issue will
not be explored in detail against this backdrop.

c. End consumer structure and consumer behaviour

It was also examined to which extent prospective customers book their hotel room
with Booking.com, even though the partner hotels offer more favourable rates
and/or conditions through their own online sales channels. In this context, it is also
relevant what percentage of consumers book through the accommodations’ online
sales channels without having found the accommodation previously on Book-

ing.com.

aa. End consumer structure

The percentage of bookings made via Booking.com attributable to “tied” customers
(e.g. business travellers who are tied into framework contracts with companies,
regular customers within the framework of the Genius programme) as well as book-
ings made using a customer profile stored with Booking.com and special discount
promotions is shown below.

The majority of bookings, especially those made on Booking.com and Expedia, are
still made by customers whoare not tied in any of the above-mentioned ways (here-
inafter referred to as “independent” customers). However, online hotel platforms
are increasingly succeeding in increasing the number of bookings made through
framework contracts and customer loyalty programmes, i.e. increasing the number
of “tied” customers. At HRS, which has specialised more and more on business
travellers in recent years, the number of bookings made by “tied” customers is now
even higher. This seems to indicate that end customers have a basic interest in the

business traveller or regular customer programmes provided by hotel platforms.

The number of bookings accounted for by customer profiles stored on the respec-
tive platform account is very high at Booking.com and Expedia. HRS's compara-
tively low figures can probably be attributed to the fact that HRS generates a large
proportion of its bookings via framework contracts and customer loyalty pro-
grammes, and that personal customer profiles are therefore less important than for

hotel platforms that do not specialise in business customers.
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The following applies to all online hotel platforms:once a customer profile has been
created, customers can avail themselves of services that are only available to reg-
istered/logged-in users. In particular they can manage their bookings, but also, for
instance, store and use information (e.g. means of payment) as well as participate
in customer loyalty programmes, meaning this information is readily available for
future bookings and does not need to be re-entered each time. All three major
online hotel platforms said that creating a customer profile was beneficial for the
customer, as it facilitates and accelerates future booking processes, especially by
eliminating the need to enter large amounts of data. Since customers would have
to re-enter all of the relevant booking data when they book via the hotel's direct
online booking channel - unless they are already registered with the corresponding
hotel or hotel chain - this could be an incentive for end customers to also process

future bookings via the corresponding platform.

The online hotel platforms could create incentives for end customers to process
bookings via their platforms, inter alia, by launching their own discount campaigns.
Expedia has been offering various special discounts for some years now, some of
which are financed by the hotels and some by Expedia itself ("10 plus 1"). Accord-
ing to Booking.com, it did not start offering special discounts ("refer a friend") until
early 2017. Both groups of companies see the campaigns as advertising measures
to familiarise new bookers with the platform or to increase the conversion rate. Ac-
cording to the online hotel platforms, the discounts granted do not exceed the
amount of commission they earn with the specific booking. By specialising in busi-
ness travellers and concluding framework contracts, HRS is adopting a different
approach and says it is not yet offering any corresponding discount campaigns.

bb. Investigation results of the consumer surveyas to consumer behaviour

Subject to the investigations was also the consumer behaviour in relation to the
online booking of rooms located in Germany. The consumer survey that was con-
ducted in the summer of the year 2018 was based on the most recent online book-
ing made at a hotel located in Germany by the consumers surveyed. The prereg-
uisite for participating in the survey was that this booking had been made in the last
12 months prior to the survey. In order to limit the further questioning of consumers
who had made such a booking, so-called screening questions were asked before
the actual survey began. The following evaluations refer only to consumers who
have not already been filtered out based on the screening questions. The results
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of the consumer survey that is representative of the German population aged 18

and over are presented in the following.

A total of 2,533 consumers were asked about their booking behaviour, 1,525 of
whom provided information on the price comparisons they conducted.

The contracted market research institute provided the Bundeskartellamt with the
data from the consumer survey in the form of two data records: the raw data record
and the weighted final data record. Accordingly, the results of the consumer survey
are presented in two versions in the following: once unweighted and once on the
basis of the data basis weighted by person-specific characteristics (in the latter
case providing only proportional values rather than absolute figures). In no case do
the weighted distributions deviate significantly from the results of the unweighted
database. This shows that the survey results are not based on a distorted random

selection of respondents compared to the German population as a whole.

(1) Booking channels used/"booking location"

Particular relevance had the question where consumers book their accommodation
on the Internet and where and how they find accommodation on the Internet. In the

following we will first discuss the booking location.

To this end, consumers were asked which booking channel they used to make their
mostrecent online booking for a hotel located in Germany. The purpose of this filter
guestion was to remove consumers who either had not used any of the online book-
ing channels relevant to the present proceedings (hotel websites/apps, Book-
ing.com, HRS, Expedia), or who could no longer remember exactly where they had
booked online, or who mistook (meta) search engines for a "booking location”.

The majority of consumers booked their accommodation on Booking.com, followed
by hotel websites/apps and HRS. As expected, Expedia bookings are under-repre-
sented in the data record compared to Expedia’'s market share, as Expedia is, to
the best of the Bundeskartellamt's knowledge, very popular among foreign con-
sumers. The category "Other booking channels" presumably not only includes
bookings made at smaller hotel platforms, but also booking locations that consum-
ers can no longer remember or have mistaken for search engines. The distribution
weighted according to consumers' personal characteristics is shown in the right-
hand column of the table.
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Table 36:  Overview of online booking channels used by consumers surveyed

Responses in the survey Weighted
(Raw data) Distribution

Booking chan-

nel Number Percentage Percentage
Hotel website /
app 591 23.33 21.64
Booking.com 933 36.83 38.27
Expedia 23 0.91 1.13
HRS 206 8.13 6.51
Other online
booking 550 21.71 23.32
No answer given 9 0.36 0.29
Dont know 221 8.72 8.85
Total 2,533 100 100

128 Following this filter question, the interviews were only continued with consumers
who stated that they had booked their accommodation via the hotel website or one
of the three leading hotel platforms Booking.com, Expedia or HRS that are relevant
in this context. This reduced the number of interviews relevant for further evalua-

tions to 1,753.

129 Where consumers had indicated that they had booked via the hotel website or app
(a total of 591 respondents), they were asked how accurate the booking had been.
The aim of this question was to only filter out bookings that had been made via the

respective accommodation's online real-time booking facility.

Table 37:  Type of booking made on the hotel website or hotel app

Responses in the survey Weighted

(Raw data) Distribution
Type of booking Number Percentage Percentage
Real-time booking 363 61.42 60.36
E-mail or telephone 220 37.23 38.25
No answer given 0 0 0
Dont know 8 1.35 1.38
Total 591 100 100

43 This does not apply to the recording of consumers’ personal characteristics which
have been recorded for all consumers.
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Even though the majority of consumers who had indicated that they had booked
via the hotel website or app or had used the real-time online booking facility of the
respective accommodation, more than 200 bookings were made via other booking
channels (telephone or e-mail). As these other booking channels are not directly
affected by so-called narrow price parity clauses, the interviews were only contin-
ued with consumers* who had actually booked their accommodation via a real-
time booking facility. When reference is made to bookings made via a hotel web-
site/app in the following, this always mean a hotel's own online real-time booking
facility (hereinafter also referred to as "real-time booking facility"). Accordingly,
this reduced the number of interviews relevant to the investigations after this ques-
tion by a further 228. There remained 1,525 interviews, which form the basic ag-

gregate for the following evaluations.

(2) Reason for hotel bookings

The remaining 1,525 consumers were asked whether their booking was made for
a personal trip or a business trip. The information on this question is presented in
the following tables for the four relevant booking channels.

Table 38: Reason for trip according by booking channel - raw data record

Booking channel sFt;?]ZI Business Nog?cs\r/]ver E:g\:: Total
Hotel website / ho- 295 65 2 1 363
tel app (real-time
booking facility) 81.27% 17.91% 0.55% 0.28% | 100%
Booking.com 773 159 1 0 933
82.85% 17.04% 0.11% 0% 100%
Expedia 19 4 0 0 23
82.61% 17.39% 0% 0% 100%
HRS 110 96 0 0 206
53.40% 46.60% 0% 0% 100%
Total 1,197 324 3 1 1,525
78.49% 21.25% 0.2% 0.07% | 100%

44 This does not apply to the recording of consumers’ personal characteristics which
have been recorded for all consumers.
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Table 39:  Reason for the trip according to booking channel - raw data record

Booking channel per- Business No answer 2 Total
sonal given know

Hotel website / ho-
tel app (real-time 78.49% | 20.01% 1.07% 0.43% | 100%
booking facility)

Booking.com 81.95% [ 17.91% 0.14% 0% 100%
Expedia 89.42% | 10.58% 0% 0% 100%
HRS 55.36% | 44.64% 0% 0% 100%
Total 78.39% | 21.18% 0.33% 0.01% | 100%

The booking channels have different focal points with regard to the reason for the
consumers' trips. While all other channels are predominantly used by private trav-
ellers, HRS has a comparatively large proportion of business travellers. This mir-
rors the findings made to date on HRS's customer structure. Overall, i.e. across all

channels, almost 80% of bookings were made for personal travel purposes.

(3) Room rates

The actual room rate was then determined as the reference value for subsequent
price comparison issues. The consumers surveyed paid an average of €98.28 per
night and room for their last booking. The median of the data was around €90, with
values fluctuating between €8 and €4.000.4° The average room rate varies slightly
depending on what booking channel is used (from €94.50 at HRS to €111.62 at
Expedia). At €96.69, the average room rate, which is weighted to be representative
of the population, is slightly lower than the non-weighted average.

(4) Location where the accommodation was found

The following section deals with the results of the investigation regarding the loca-

tion where the accommodation was (first) found.

First of all, it was clarified whether consumers were familiar with the accommoda-
tion before they booked it. As there is no need for consumers who are already
familiar with their accommodation to search for a hotel before booking, it is antici-
pated that they go through a different booking process than consumers who first
need to identify the accommodation in question before booking and then decide
which hotel to book.

45 Rates <0 and > 9,996 were deleted.
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Responses in the survey Weighted

(Raw data) Distribution

Number Percentage | Percentage
Hotel known prior to booking 593 38.89 37.48

Hotel not known prior to book-

ing 926 60.72 62.26
No answer given 3 0.2 0.12
Don't know 3 0.2 0.14
Total 1,525 100 100

136 It became apparent that most consumers (about two-thirds) were not familiar with

the accommodation before they booked it. However, as the following evaluations

show, this does not apply to the same extent to all booking channels.

Table 41:  Accommodation known prior to booking broken down by booking

channel - raw data record
Hotel
Hotel not
kr_10wn known prior = answer Dont Total
prior to to bookin given know
booking 9
Hotel web- 223 139 0 1 363
site / hotel
app (real-
time booking
facility) 61.43% 38.29% 0% 0.28% 100%
Booking.com 263 666 2 2 933
28.19% 71.38% 0.21% 0.21% 100%
Expedia 6 16 1 0 23
26.09% 69.57% 4.35% 0% 100%
HRS 101 105 0 0 206
49.03% 50.97% 0% 0% 100%
Total 593 926 3 3 1,525
38.89% 60.72% 0.2% 0.2% 100%
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Table 42:  Accommodation known prior to booking broken down by booking
channel - weighted data record

Hotel
known k?g\f\ﬂ ngzr No answer Don't Total
prior to P given know
. to booking

booking
Hotel web-
site / hotel
app (real- 63.08% 36.73% 0% 0.2% 100%
time booking
facility)
Booking.com 27.67% 72.06% 0.11% 0.16% 100%
Expedia 19.44% 78.33% 2.24% 0% 100%
HRS 46.97% 53.03% 0% 0% 100%
Total 37.48% 62.26% 0.12% 0.14% 100%

137 It is evident across all distribution channels that most consumers (around two-

138

thirds) did not know the accommodation before booking it, although there are large
differences between distribution channels in this respect. While consumers booking
through Booking.com and Expedia did not know the accommodation before book-
ing it, almost two-thirds of consumers booking through direct online sales channels
knew the accommodation before booking it.*¢ This means that accommodations
booked through the accommodations' direct online sales channel were known to
consumers before the booking was made. For these consumers, comparisons be-
tween different types of accommodation offered by hotel platforms are at best of
secondary importance. On the other hand, the results of the investigation also show
that a significant proportion of consumers who were already familiar with the ac-
commodation before booking still booked via a hotel platforms and not directly with

the accommodation itself.

If the respondents were not familiar with the accommodation before booking it, they
were asked where they found it. A clear picture emerges here: the vast majority of

these respondents (over 80%) found the accommodation on the Internet or online. *’

46 Due to its focus on business travellers with corresponding booking specifications,
HRS is a special case among online hotel platforms: here almost half of the consum-
ers already knew the accommodation before booking it.

47 This result is probably also driven by the fact that only "online" bookers were sur-
veyed. All consumers who had previously indicated that they had booked "offline" had
already been filtered out by previous questions.
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Table 43:  Location where the accommodation was found prior to booking

Responses in the survey Weighted
(Raw data record) analysis

Location where the
accommodation
was found Number Percentage Percentage
Travel agency 3 0.32 0.34
Word of mouth 103 11.12 10.96
Adwertising by the
hotel 29 3.13 3.35
On the Internet/app 778 84.02 83.97
Other source 12 1.3 1.19
No answer given 0 0 0
Dont know 1 0.11 0.18
Total 926 100 100

139 A clear trend can also be identified regarding the exact location where the accom-
modation was found on the Internet: as the table below shows, about two-thirds of
consumers who were not familiar with their accommodation before booking it found
it for the firsttime on Booking.com on the Internet. HRS or Google were by far the
most frequently cited locations where the accommodation was found. Other web-

sites were rarely mentioned.
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Table 44: Location where the accommodation was found on the Internet

Responses in the survey Weighted
(Raw data record) Distribution

Online location
where the accom-
modation was
found Number Percentage Percentage
Booking.com 485 62.34 67.72
HRS 74 9.51 7.78
Google 65 8.35 6.99
Trivago 12 1.54 1.52
Expedia 5 0.64 1.03
TripAdvisor 3 0.39 0.43
Check24 3 0.39 0.34
hotels.com 2 0.26 0.13
AirBnB 1 0.13 0.01
Hotel.de 1 0.13 0.16
holydays.hrs.de 1 0.13 0.13
Another website 59 7.58 6.18
No answer given 2 0.26 0.12
Dont know 65 8.35 7.36
Total 778 100 100

(5 Juxtaposition of the location where the accommodation was found and

the booking channel used

140 Furthermore it was explored to what extent consumers who find accommodation
on Booking.com end up not actually booking there but via the accommodation’s
direct online sales channel. It has already been shown in the previous section that
around two-thirds of consumers find their accommodation on Booking.com first. A
comparison of the (first) location where the accommodation was found and the ac-
tual booking channel used (see the table on the following page) can now reveal
where consumers who were not familiar with the hotel prior to booking and then
found it on the Internet ended up actually making the booking.
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Table 45:  Juxtaposition of the location where the accommodation was found and

the booking channel used / booking location - raw data record

Booking channel / booking location
Hotel's
Location where own real-
the accommoda- time Booking Expedia HRS Total
tion was found booking
facility
Booking.com 4 479 1 1 485
0.82% 98.76% 0.21% 0.21% 100%
Expedia 0 0 5 0 5
0% 0% 100% 0% 100%
HRS 1 1 0 72 74
1.35% 1.35% 0% 97.30% 100%
Google 31 25 3 6 65
47.69% 38.46% 4.62% 9.23% 100%
Trivago 3 2 3 4 12
25% 16.67% 25% 33.33% 100%
TripAdvisor 0 3 0 0 3
0% 100% 0% 0% 100%
Check24 1 1 0 1 3
33.33% 33.33% 0% 33.33% 100%
AirBnB 1 0 0 0 1
100% 0% 0% 0% 100%
Hotel.de 1 0 0 0 1
100% 0% 0% 0% 100%
hotels.com 0 2 0 0 2
0% 100% 0% 0% 100%
holidays.hrs.com 1 0 0 0 1
100% 0% 0% 0% 0%
Another website 29 26 0 4 59
49.15% 44.07% 0% 6.78% 100%
No answer given 1 1 0 0 2
50% 50% 0% 0% 100%
Dont know 24 39 0 2 65
36.92% 60% 0% 3.08% 100%
Total 97 579 12 90 778
12.47% 74.42% 1.54% 11.57% 100%
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141 The distribution weighted as representative of the population is as follows:

142

143

Table 46:  Juxtaposition of the location where the accommodation was found and
the booking channel used / booking location - weighted data record
Booking channel / booking location

Location where the Hotel

accommodation Booking Expedia HRS Total

was found website

Booking.com 0.68% 99.02% 0.2% 0.11% 100%
Expedia 0% 0% 100% 0% 100%
HRS 3.6% 2.78% 0% 93.63% 100%
Google 47.34% 37.94% 4.05% 10.67% 100%
Trivago 13.1% 11.36% 45.05% 30.49% 100%
TripAdvisor 0% 100% 0% 0% 100%
Check24 22.78% 61.74% 0% 15.48% 100%
AirBnB 100% 0% 0% 0% 100%
Hotel.de 100% 0% 0% 0% 100%
hotels.com 0% 100% 0% 0% 100%
holidays.hrs.com 100% 0% 0% 0% 100%
Another website 49.61% 42.89% 0% 7.5% 100%
No answer given 45.9% 54.1% 0% 0% 100%
Dont know 33.91% 60.73% 0% 5.36% 100%
Total 10.34% 78.06% 2.13% 9.48% 100%

It can be ascertained on the basis of the tables above that not many consumers
who initially found their accommodation on a hotel platforms are redirected to the
hotel's website. If consumers find accommodation on a hotel platform, they nearly
always book this accommodation on the respective hotel platform. The same ap-
plies to Booking.com. Around 99% of consumers who first found their accommoda-
tion on Booking.com subsequently also booked it there.

The majority of consumers who book via a direct online sales channel are already
familiar with the accommodation. When consumers book accommodation through
a direct online sales channel that they were not familiar with before booking, they
usually find the accommodation on Google. Other locations where accommodation
is found are not really relevant for consumers who subsequently book “direct”. In
particular, the entire data record contains only four bookings made via direct online

sales channels for accommodation that was found on Booking.com first.
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(6) Price comparisons made by consumers

144 Another objective of the consumer survey was to determine the extent to which
consumers compare or do not bother to compare the prices of a particular accom-

modation on the various booking channels before booking, why they do so and the
extent to which they notice price differences.

(&) Extentof price comparisons

145 It emerged that almost two-thirds of consumers booking accommodation on the

Internet do not compare prices between the various online booking channels.

Table 47:  Number of price comparisons — all online booking channels

Responses in the survey Weighted
(raw data record) distribution

Number Percentage | Percentage

Yes, | compared prices 508 33.31 32.66

No, | did not compare prices 993 65.11 64.8

No answer given 3 0.2 0.12

Dont know 21 1.38 2.42

Total 1,525 100 100

146 The above-mentioned distribution does not change significantly in relation to con-
sumers who have booked either on Booking.com or on the hotel's website. In both

cases, more than 60% of consumers did not compare prices before booking.

Table 48:  Number of price comparisons — for bookings made on Booking.com
Responses in the survey Weighted
(raw data record) distribution
Number Percentage | Percentage
Yes, | compared prices 329 35.26 34.18
No, | did not compare prices 586 62.81 62.28
No answer given 2 0.21 0.11
Dont know 16 1.71 3.42
Total 933 100 100
Table 49:

Number of price comparisons — for bookings made via hotels’ own
online sales channels

Responses in the survey Weighted
(raw data record) distribution
Number Percentage | Percentage
Yes, | compared prices 107 29.48 30.27
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No, | did not compare prices 253 69.7 69.25
No answer given 0 0 0

Dont know 3 0.83 0.48
Total 363 100 100

147 The same applies to consumers who were not familiar with their accommodation
before booking and first found it on Booking.com: two-thirds of this group did not

compare prices.

Table 50: Number of price comparisons made — for accommodations found on Book-
ing.com

Responses in the survey Weighted

(raw data record) distribution

Number Percentage | Percentage
Yes, | compared prices 165 34.02 33.4
No, | did not compare prices 316 65.15 65.57

No answer given 0 0 0

Dont know 4 0.82 1.03
Total 485 100 100

(b) Reasons for not comparing prices

148 Just under two-thirds of consumers do not compare prices between the various
online booking channels. These consumers were asked why they did not compare

prices and gave following answers:

Table 51:  Reasons for not comparing prices - weighted
| did not compare prices be- All consumers Only consumers who
cause ... booked on Book-
(Multiple answers possible) ihg.com
Weighted proportion Weighted proportion

It was too much trouble to com-

pare prices on different websites 69% 72%

| found the hotel prices reasona-

ble anyway 67% 69%

Appreciate the provider's booking

terms and conditions 50% 56%

I don't think a different website

would offer cheaper rates 45% 44%

Booking was particularly conven-

ient because | was already regis-

tered 39% 45%
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| compared the rates of different

hotels on the Internet 37% 38%
Provider offered best price guar-

antee 23% 26%
| was not paying for the accom-

modation myself 17% 14%
Provider offered discounts 14% 15%
My employer told me what book-

ing channel to use 6% 2%
Other reasons 7% 7%
Number of respondents 993 586

The most common reasons given were that it would be too much trouble to com-
pare rates on several websites or that consumers thought the price of the accom-
modation was reasonable anyway. Other frequently mentioned reasons related to
the features of the booking channel. Consumers either found the booking particu-
larly convenient or appreciated the provider's booking conditions. Booking.com’s

customers mentioned both reasons somewhat more frequently.

Compared to these reasons, the best price guarantee promised by the respective
booking channel was mentioned less frequently. Around 23% of all respondents,
around 26% of Booking.com customers and around 18% of non-Booking.com cus-

tomers mentioned this promise as a reason for not comparing prices.

(c) Websitesincluded in price comparisons

About one-third of consumers compare prices between different online booking
channels before they make a booking. These consumers were asked which web-

sites they used.

Customers who found (Table 50) and/or booked (Table 48) their accommodation
on Booking.com compared the Booking.com price with the prices on the following

pages:
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Price comparisons if the accommodation was found or booked on Book-

(Multiple answers

Accommodation found

Accommodation
booked on Book-

possible) on Booking.com48 ing.com49
Percent-
Number Percentage Number age
Hotel website / app 46 28% 80 24%
Expedia 19 12% 32 10%
HRS 34 21% 75 23%
Google 18 11% 33 10%
Trivago 54 33% 101 31%
TripAdvisor 7 4% 17 5%
Check24 5 3% 12 4%
AirBnB 2 1% 4 1%
weg.de 0 0% 1 0%
Hotel.de 12 7% 19 6%
hotels.com 3 2% 3 1%
Tropo 0 0% 1 0%
Kayak 0 0% 1 0%
hotel.info 0 0% 1 0%
holidays.hrs.de 2 1% 5 2%
Another website 26 16% 55 17%
No answer given 0 0% 1 0%
Dont know 13 8% 46 14%
Number of respond-
ents 165 329

48 “Accommodation found on Booking.com” refers to consumers who were not familiar
with their accommodation before booking and found it for the first time on Book-
ing.com, regardless of where they ended up booking it (in which case the place of
booking is usually Booking.com, see paragraph 142 abowe).

49 “Accommodation booked on Booking.com” refers to the behaviour of consumers who
booked their accommodation through Booking.com regardless of whether they were
already familiar with it and irrespective of where they had (first) found it.
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153 The distribution weighted as representative of the population is as follows:

Table 53:  Price comparisons if the accommodation was found or booked on
Booking.com - weighted
(Multiple answers pos- | Accommodation found A E I
sible) on Booking.com5° booked on BSfOK_
ing.com
Percentage Percentage
Hotel website / app 28% 26%
Expedia 9% 8%
HRS 17% 19%
Google 12% 12%
Trivago 31% 30%
TripAdvisor 2% 4%
Check24 3% 3%
AirBnB 1% 1%
weg.de 0% 0%
Hotel.de 4% 4%
hotels.com 1% 0%
Tropo 0% 0%
Kayak 0% 0%
hotel.info 0% 0%
holidays.hrs.de 1% 1%
Another website 19% 18%
No answer given 0% 1%
Dont know 9% 15%

154 The result of the survey shows that just over one-third of the consumers who found
and/or booked their accommodation on Booking.com had previously carried out
price comparisons and that less than one-third of them directly comparedthe prices
on Booking.com with the prices on the hotel's own website. In absolute terms, only
80 out of the 933 consumers who booked on Booking.com and 46 out of the 485

50 “Accommodation found on Booking.com” refers to consumers who were not familiar
with their accommodation before booking and found it for the first time on Book-
ing.com, regardless of where they ended up booking it (in which case the place of
booking is usually Booking.com, see paragraph 142).

51 “Accommodation booked on Booking.com” refers to the behaviour of consumers who
booked their accommodation through Booking.com regardless of whether they were
already familiar with it and irrespective of where they had (first) found it.
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who first found the hotel on Booking.com compared the price published on Book-
ing.com with the price on the hotel's own website, i.e. less than 10% of all consum-
ers. Consumers can also obtain initial information on rates charged on direct sales
channels from accommodations that advertise their direct selling prices e.g. on
Trivago, TripAdvisor or Google. However, in the context of the hotel survey, only
slightly more than 25% of the accommodations surveyed stated that they were rep-

resented on meta search engines.

Only 30% of consumers who booked their accommodation via the hotel's own direct
online sales channel bothered to compare prices on other websites (see above
table 49). Those who did so often used Booking.com, HRS or Trivago. In absolute
terms, 57 out of the total of 363 respondents (see Table 54) who booked via the
hotel's own direct online sales channel (see above Table 49) or 16% compared the

room rate on Booking.com before booking.

Table 54.  Overview of the booking channels consumers used to compare prices be-
fore booking on the hotel's own direct online sales channel

Copmmers o | rawomareco | Weipted g
tel's own direct
online sales chan-
nel before com- Number Percentage Percentage
paring prices on
Booking.com 57 53% 57%
Expedia 13 12% 15%
HRS 27 25% 22%
Google 9 8% 9%
Trivago 31 29% 34%
TripAdvisor 3 3% 4%
lastminute.de 1 1% 1%
Check24 2 2% 2%
hotel.de 3 3% 2%
Bing 1 1% 4%
holidays.hrs.de 3 3% 2%
Another website 15 14% 14%
No answer given 1 1% 0%
Dont know 10 9% 8%
Number of re-
spondents 107
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156 Where respondents indicated that they had compared prices on one of the four

booking channels Booking.com, Expedia, HRS or an accommodation's direct

online sales channel, they were asked whether they were actually able to book the

respective accommodation there. It emerged that even when consumers tried to

compare prices, they were not always able to find bookable offers.

Table 55:
weighted

Bookability of the accommodation on the price comparison websites -

Location found on Book-

Accommodation booked on

ents

ing.com>2 Booking.com®3
Bookable on ... ?
Don't Don't
Yes No know Yes No know

Hotel website (real-
time booking facility) 67.61% | 22.03% | 10.36% | 76.18% | 14.16% 9.66%
Expedia 83.11% 6.46% 10.44% | 77.14% 8.04% 14.82%
HRS 74.53% 19.97% 5.51% 72.51% 14.73% 12.75%
Number of respond- 73 15 11 144 20 23

(d) Results of the price comparisons made

157 The tables below show that one-third of consumers who compared prices between

different online distribution channels actually noticed price differences for the same

accommodation in about two-thirds of their price comparisons.

52 “Accommodation found on Booking.com” refers to consumers who were not familiar
with their accommodation before booking and found it for the first time on Book-
ing.com, regardless of where they ended up booking it (in which case the place of

booking is usually Booking.com, see paragraph 142).

58 “Accommodation booked on Booking.com” refers to the behaviour of consumers who
booked their accommodation through Booking.com regardless of whether they were
already familiar with it and irrespective of where they had (first) found it.
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All respondents

Location where
the accommoda-
tion was found

Booking.com

Booking location

Booking.com

Per- Per- Per-
Number | centage | Number | centage [ Number | centage
Yes, different prices were quoted for the same hotel.
295 65.85% 91 59.87% 180 63.60%
No, the same price was quoted for the hotel everywhere.
87 19.42% 34 22.37% 58 20.49%

No, no meaningful comparison was possible, because the hotel was only listed

on one website/app indicating the price.

20 4.46% 12 7.89% 16 5.65%
No answer
given 0 0% 0 0% 0 0%
Don't
k now 46 10.27% 15 9.87% 29 10.25%
Total 44854 100% 152 100% 283 99.99%
Table 57:  Result of price comparisons - weighted

All respondents

Location where
the accommoda-
tion was found

Booking.com

Booking location

Booking.com

Percentage

Percentage

Percentage

Yes, different prices were quoted for the same hotel.

67.68%

63.71%

66.26%

No, the same price was quoted for the hotel everywhere.

18.99% 22.57% 20.14%

No, no meaningful comparison was possible, because the hotel was only listed
on one website/app indicating the price.
4.97% 6.48% 5.35%

No answer

given 0% 0% 0%

Don't

k now 8.36% 7.24% 8.25%

54

Out of the total 508 consumers suneyed who compared prices, 60 no longer knew
where they had done so. For these respondents, the inteniew ended with question

14.
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158 Consumers who (i) took the trouble to compare prices in the first place, came

159

160

161

across (ii) bookable offers and (iii) who noticed price differences, were also asked
about the specifics of price differences. However, it is noteworthy that the number
of responses for each type of price difference is very small compared to the total
of 1,525 consumers surveyed. Since only relatively few answers (less than 50) to
the various questions are available, the corresponding figures are not deemed to
be statistically reliable. They are merely indicative of trends. For this reason, no
percentages are given for the following evaluations - both in relation to the raw

data record and in relation to the weighting that is representative of the population.

A total of 39 respondents fulfilled the above-mentioned criteria (i)-(iii), booked (iv)
their hotel on Booking.com and compared it (v) with the price published on the
hotel's own website. This group noticed the following price differences: in six cases
the prices on Booking.com and the hotel's website were the same, in 27 cases the
price published on the hotel's website was higher, in five cases it was lower than
on Booking.com, although these consumer still booked the accommodation

through Booking.com. (No response given / don’t know: 1 case).

Conversely, 32 respondents fulfilled the above-mentioned criteria (i)-(iii), booked
(iv) via the hotel's direct online sales channel having previously compared (v) prices
on Booking.com. The price differences noticed by this group were as follows: in
seven cases the prices in the hotel's direct online sales channel and Booking.com
were the same, in 19 cases the price on Booking.com was higher, in four cases the
price on Booking.com was lower than in the hotel's direct online sales channel,
although the accommodation was still booked via the hotel's direct online sales
channel.. (No response given / don’t know: 2 cases).

In this respect, it was found in mostbut not all cases that customers who compared
prices opted for the cheaper booking channel. In the 24 cases in which the hotel
was found to offer a better a price, five respondents still booked on Booking.com
even though it was the more expensive option. However, four out of 31 respondents
who found Booking.com cheaper booked their accommodation directly via the ho-
tel's more expensive online direct sales channel. In the end, about 10 - 20% of the
consumers who compared prices and found price differences ended up not booking
via the cheaper booking channel. Due to the small amount of data available, it is
not possible to make generalisations based on these evaluations as to the fre-
quency of cheaper prices on the hotel website in relation to Booking.com, the re-

sults of the hotel survey are more informative in this respect.
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162 It was then investigated whether the rates found in the price comparison also cor-
responded to the offer ultimately booked in terms of details of the offer such as
room size or other conditions. The result of the survey shows that although most of
the offers were comparable, in many cases there were no comparable offers avail-

able:

- The 32 respondents who ultimately booked on Booking.com and previously
found higher or lower prices on the hotel website (27 + 5, paragraph 159),
indicated that the offer on the hotel website was similar in 22 cases, in five
cases they said the offer details were different; in five cases no answer was
given or respondents said they didn't know.

- The 23 respondents who ultimately booked via the hotel's own online direct
sales channel and previously found higher or lower prices on Booking.com
(19 + 4, paragraph 160), indicated that the offer on the hotel website was
similar in 18 cases, in four cases they said the offer details were different, no

answer was given or respondents said they didn't know. 1 case.

163 Only if the offers found were comparable were consumers asked how much
cheaper or more expensive the offers on the hotel website or on Booking.com were.
The results are illustrated in the following tables. According to the survey, respond-
ents more frequently found higher rather than lower prices on hotel websites or
Booking.com than on their respective booking channel, with the differential pre-
dominantly ranging between €0 and €20.

Table 58:  Price differences on the hotel’s website compared to the booking channel
(Booking.com) - raw data

How much higher/lower were Lower rates Higher rates

the rates?

€0-10 2 5

€10-20 0 11

€20-50 0 3

> €50 0 0

No response given 0 0

Don’t know 1 0
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Table 59:  Price differences on Booking.com compared to the booking chan-
nel (hotel direct sales channel) - raw data
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How much higher/lower were
the rates?

Lower rates

Higher rates

€0-10

€10-20

€20-50

> €50

No response given

Don’t know

oO|Oo|OC ||, |k

oO|Oo|Oo |k, |0V ©

164 Finally, the respondents who had booked on hotel platforms and had previously

tried to compare prices on the accommodation's website, but had either not found

different prices or bookable offers, were asked how they would have reacted if dif-

ferent prices had been quoted for the same room on the hotel's website under the

same other conditions (see table next page). A total of 39 respondents answered

the hypothetical question how they would have reacted if the price on the hotel's

website had been 10% lower. A total of 34 respondents answered the follow-up

guestion as to how they would have reacted if the room price on the hotel's website

had been (just) 5% lower.>® The data corresponds more or less to the actual book-

ing behaviour of customers who compared and found different prices (see para.

159 to 161).

55 Only respondents who had said they would have booked on the hotel's own website
and not on the hotel platform if the price difference had been 10% were asked about
their booking behaviour it the price difference had been (only) 5%.



Bundeskartellamt - Investigation report on price parity clauses Page 75

Table 60:  Hypothetical booking behaviour if prices on the hotel website had been lower - raw

data
Would you have booked on the hotel's Would you have booked on the hotel's
website, if the price had been 10% lower? website, if the price had been 5%
lower?
c c
o 2 8 g
0 S 8 € 0 S =
< o £ 2 9Q = o £ 2 9
[} = 0 c 9 [} = 0o c ©
kel c O o o o c O oD
5 S o == o S o ==
e & £ T X % g S T X
a g X 8 8 ? < X 38 3
= m € ¢ = m € c
< g S o < g S G
[S] (S
Q Q © Q
< < 2 <
@ @ @ @ @ @
Q Q Q Q Q Q
S S S S S S
> > > > > >
z zZ zZ z z z
Yes 34 16 31 29 14 26
No 4 2 4 5 2 5
No answer 0 0 0 0 0 0
given
Don’t know 1 1 1 0 0 0
Total 39 19 36 34 16 31

(7) Summary

165 The questions about actual behaviour have shown that consumers generally book
on the website where they find the accommodation. Customers who book directly
with the hotel are predominantly customers who were already familiar with the hotel
before booking. The overall results of the survey show that only a minority of con-
sumers booking accommodation online bother to compare prices. Depending on
the point of view, 60% to 70% of consumers do not compare the prices of their
accommodation via the various booking channels. Of the one-third of consumers
who compare prices in the first place, only a few compare the price published on
the hotel's direct online booking channel with Booking.com (less than 30% consum-
ers compare prices before booking on Booking.com, less than 60% before booking
on the hotel's own website). This means just under 10% of the customers (who
compare prices and those who do not) compare prices direct between Booking.com
and the hotel's website. And even those who do compare prices do not always find
lower prices at comparable conditions to those offered on Booking.com on the ho-
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tel's direct online sales channel. Ultimately, about 10-20% of consumers who com-
pare prices and find price differences end up not actually booking via the cheaper

channel.

d. Alternative to price parity clauses?

In order to answer the question whether tracking is a suitable and legally permissi-
ble tool for determining which customers find their accommodation on Booking.com
and then book directly on the hotel's online booking channel (see (aa)), the Bun-
deskartellamt has carried out investigations to determine the extent to which the
price-setting behaviour of the accommodation is monitored (see (bb)) and what
incentives online hotel platforms use to persuade hotels (primarily) to sell their
rooms via online hotel platforms (see (cc)).

aa. Monitoring consumer behaviour:tracking

All three major platform operators stated that at least the currently used forms of
tracking are not suitable for determining whether customers end up booking via the
hotel partner’s direct online sales channel after looking for accommodation on the
hotel platform. One platform pointed out that tracking is technically complex. In view
of the fact that some Internet users object to the use of cookies, delete them in the
course of their search or install tracking blockers, tracking in particular is not a uni-
versal solution. The legal admissibility may be subject to the customers' consent.
Some respondents argued that it was already technically impossible to allocate
different searches made over several days and devices to the same searcher.

bb. Monitoring the price-setting behaviour of accommodations

The investigations have shown that all three major online hotel platforms monitor
the price-setting behaviour of accommodations listed with them. However, the fo-
cus so far has been on monitoring the price-setting behaviour of other hotel plat-
forms By observing meta search engines and/or the websites of the major hotel
chains, almost all of the major platforms at least partially track the pricing of accom-
modation in direct online sales channels. The monitoring is automated, regular and
is conducted at shortintervals (at least weekly if not daily). Some online hotel plat-

forms use external service providers to this end.

All three major online hotel platform operators indicated in the survey that they in-

form or contact hoteliers if they notice price differences. According to the German
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Hotel Association, Booking.com provides its hotel partners with detailed price per-
formance overviews in which differences between the prices published on Book-
ing.com and other online sales channels are listed accurate to the day, but are
probably not channel-specific. According to the German Hotel Association, Expedia

and HRS maintain similar overviews.

cc. Ranking factors as an incentive for accommodations to sell their

rooms viaonline hotel platforms

The results of the investigations show that the vast majority of booking decisions
are made on the basis of the list of standard results. Two online hotel platforms
stated that in over 80% of the searches the results list is not re-sorted, one platform
did not comment on this aspect. The hotel ranked first in the standard results list is
the most likely to be booked: one platform said bookings made at hotels ranked
first on the standard results list account for 45% of bookings made, another platform
said they account for 27.8% and another platform said they account for 34% of
bookings made. In total, one online hotel platform said bookings made at hotels
ranked 1 to 5 on the standard results list account for 70.8% of the bookings made;
one platform said they account for 52% and another platform said they account for
66%. Accommodations that rank 5th in the standard results list therefore have a

comparatively low likelihood of being booked.

The factors that are taken into account in the standard ranking of all online hotel
platforms are the booking volume generated by accommodations, the conversion
rate and the commission rates. All online hotel platforms emphasise in their re-
sponses that these are, however, only some of the many factors considered by the
respective algorithm. The algorithms are primarily designed to reflect individual
customer preferences as accurately as possible. This probably means that not all
consumers who are searching at the same time are shown the same standard re-
sults list. The ranking is probably also influenced by the personal preferences of
the specific end customer, as far as these are known. Nevertheless, the hotel plat-
forms can still provide an incentive for hotels to generate at least certain booking
volumes via the respective platform in order to achieve a promising position in the
standard ranking by taking into account booking volumes, conversion rates and

commission/commission amounts for the standard ranking.
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3. Competitive relationship between online hotel platforms

a. Do accommodations engage in price differentiation between online ho-
tel platforms?

172 In the following, it will first be shown whether and how often accommodations en-
gage in price differentiation between online hotel platforms (see (aa)). Under (bb)
it is shown what the incentives or reasons are for accommodations to engage in
price differentiation and to what extent the removal of the narrow price parity clause
has had an impact in this respect.

aa. Frequency/scope of price differentiation between online hotel plat-
forms

173 The hotel survey also investigated the extent to which accommodations publish
different prices and/or conditions on the various online hotel platforms. This ques-
tion obviously only concerns accommodations listed on at least two online hotel
platforms. In total, data are available for 205 accommodations. The following table
shows the actual response distribution. About one-third of the respondents indi-
cated that they compare prices between online hotel platforms at least occasionally
(i.e. in at least 25% of cases), of which 50% (i.e. in total about one-sixth) do so
always or mostly (i.e. in at least 75% of cases). By contrast, almost two-thirds of
accommodations stated that they rarely or never (i.e. in less than 25% of cases)
offered different prices or conditions on different online hotel platforms.

Table 61:  Frequency of differentiation in terms of price and conditions be-
tween online hotel platforms

Different prices/conditions on online ho- A sreesiimedaiieie
tel platforms
Number Percentage

always/mostly (75 to 100% of cases) 33 16%
frequently (50 to 74% of cases) 16 8%

occasionally (25 to 49% of cases) 22 11%
rarely/never (less than 25% of cases) 134 65%
Sum total 205 100%

174 Small accommodations with a maximum of 21 rooms do not behave any differently
in this respect than the accommodations in the data record as a whole. Of these,
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only a few frequently (i.e. in at least 50% of cases) differentiate the prices or con-
ditions between the various online hotel platforms, as the following table shows in
detail.

Table 62:  Frequency of differentiation in terms of price and conditions between

online hotel platforms - only accommodations with a maximum of 21

rooms
Different prices/conditions on online ho- All accommodations
tel platforms

Number Percentage
always/mostly (75 to 100% of cases) 16 19%
frequently (50 to 74% of cases) 3 4%
occasionally (25 to 49% of cases) 12 14%
rarely/never (less than 25% of cases) 54 64%
Sum total 85 100%

175 Very large accommodations with more than 100 rooms tend to differentiate prices
and conditions between different online hotel platforms less frequently than smaller
accommodations. More than 80% of these very large accommodations rarely or
never differentiate prices and conditions between different online hotel platforms,
i.e. in less than 25% of cases.

Table 63:  Frequency of differentiation in terms of price and conditions between
online hotel platforms - only accommodations with more than 100
rooms

Different prices/conditions on online ho- All accommodations
tel platforms
Number Percentage
always/mostly (75 to 100% of cases) 4 13%
frequently (50 to 74% of cases) 1 3%
occasionally (25 to 49% of cases) 0 0%
rarely/never (less than 25% of cases) 25 83%
Sum total 30 100%

176 No significant differences are apparent when accommodations with and without
online real-time booking facilities on the own website are considered separately. In

both groups about two-thirds of the accommodations in each case offer different
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conditions or prices on different online hotel platforms for the same rooms rarely or

never and only about one-sixth say they do so always or mostly.

Table 64:

Frequency of price and conditions differentiation between online ho-

tel platforms - accommodations with and without online real-time
booking facilities

Different prices/condi- Accommodations that Accommodations that
tions on online hotel have a direct online have no direct online
platforms sales channel sales channel
Number Percent- Number Percent-
age age
always/mostly (75 to
100% of cases) 23 17% 10 15%
frequently (50 to 74%
of cases) 12 9% 4 6%
occasionally (25 to
49% of cases) 14 10% 8 12%
rarely/never (less than
25% of cases) 88 64% 46 68%
Sum total 137 100% 68 100%

177 However, there is a clear correlation between the frequency with which accommo-

dations publish different prices on different online hotel platforms and the claim that

they charge lower prices/offer more favourable conditions on their real-time online

booking facility than on Booking.com. The following table shows the distribution of

the relevant answers.

Table 65:

Correlation between vertical and horizontal differentiation in terms of

price and conditions - accommodations that have an online real-time
booking facility

Differentiation in terms of price/conditions...
between direct
e between online hotel platforms
nels <> Book- P
ing.com
rarely/never occasionally frequently mostly
< 25% of cases 25-49% 50-74% > 75% of cases
Num- Num- Num- Num-
Number ber % ber % ber % ber %
Yes 98 54 55.1% 11 11.2% 11 11.2% 22 22.4%
No 39 34 87.2% 3 7.7% 1 2.6% 1 2.6%
Sum
total 137 88 64.2% 14 10.2% 12 8.8% 23 16.8%
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178 Accommodations indicating that they offer more favourable prices/conditions on

179

180

their online real-time booking facility than on Booking.com are at the same time
much more likely to advertise different prices/conditions on different online hotel
platforms than accommodations that never offer more favourable prices/conditions

via their online real-time booking facility than on Booking.com.

The group with which this pattern of behaviour can be investigated is relatively
smallin the sample, since the inquiry system requires a total of three criteria to be
met: 1) the accommodation must have its own online real-time booking facility, 2)
it must be present on at least two online hotel platforms and 3) one of the platforms
mustbe Booking.com. The result of the survey shows that only some of the accom-
modations that meet these criteria make comprehensive use of the resulting differ-
entiation possibilities. According to the data shown in the table above, 33 accom-
modations that differentiate between their own online real-time booking facility and
Booking.com prices/conditions at the same time also differentiate at least fre-
guently between prices/conditions on different online hotel platforms. In terms of
the number of accommodations in the sample that meet the above-mentioned three
criteria (137 accommodations), around 25% currently make extensive use of price
differentiation possibilities. Around 25% of the accommodations (34 to be precise)
that meet the above-mentioned criteria also indicated that they did not engage in
price or conditions differentiation between Booking.com and their own online real-
time booking facility and that they rarely/never did so between different online hotel
platforms. It is interesting to note that the accommodations of the two groups do
not differ in size. The accommodations belonging to the group that engage heavily
in price differentiation have on average 42 rooms, the number of rooms of the ac-

commodations which rarely/never engage in price differentiation, is on average 46.

Only very few of the accommodations surveyed (a total of 5) stated that although
they did not differentiate between their own direct online sales channel and
prices/conditions on Booking.com, they did so at least occasionally between online
hotel platforms. The largest group in terms of numbers (out of a total of 65 accom-
modations) said they differentiated between their own direct online sales channel
and Booking.com and rarely/never (54 accommodations) or occasionally (a further
11 accommodations) between online hotel platforms. In relation to all accommoda-
tions that meet the above-mentioned criteria, this corresponds to 39% or a further
8% of accommodations.
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181 The patterns of behaviour described above can also be observed here - albeit less
clearly - if one considers the above-mentioned price-setting behaviour for the ac-
commodations listed on at least two online hotel platforms, including Booking.com,
which do not have an online real-time booking facility, but do have a hotel website
on which cheaper prices/conditions could be offered. All in all, the above-mentioned
criteria apply to 62 accommodations in the sample. Accommodations that meet the
above-mentioned criteria but never offer cheaper deals on their own website than
on Booking.com are less likely to publish different prices on hotel platforms than
accommodations that at least occasionally offer cheaper rates on their own website
than on Booking.com. With a total of 5 accommodations, the group that leverages
the potential for price differentiation by at least frequently quoting different prices
on online hotel platforms while offering lower prices on their website than on Book-
ing.com is not very large (8% of all accommodations that meet the above-men-
tioned criteria).

Table 66:  Correlation between differentiation in terms of price and conditions be-

tween online hotel platforms -- accommodations that do not have an online
real-time booking facility but do have their own website

Differentiation in terms of price/conditions...
between web-
site <> Book- between hotel platforms
ing.com
rarely/never occasionally frequently mostly
< 25% of cases 25-49% 50-74% > 75% of cases
Num- | Num- Num- Num- Num-
ber ber % ber % ber % ber %
Yes 29 17 | 58.6% 7 24.1% 1 3.4% 4 13.8%
No 33 26 | 78.8% 0 0% 2 6.1% 5 15.2%
Sum
total 62 43 69.4% 7 11.3% 3 4.8% 9 14.5%

bb. What are the incentives/reasons for price differentiation between online

hotel platforms from the accommodations' perspective?

182 Asked whether accommodations differentiate prices or conditions between online
hotel platforms more frequently in return for lower commissions for the use of online
hotel platforms, the vast majority of accommodations said they did (87 accommo-
dations, or 42%). 70 accommodations (34%) said they did not (see also the follow-

ing table).
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Table 67:  Importance of reductions in commission for price and conditions
differentiation from the accommodations' point of view

Willingness to differentiate prices and conditions more frequently in re-
turn for lower commissions?
Number Percentage
No 70 34%
Yes 87 42%
Don’t know 48 23%
Sum total 205 100%

When asked how the prohibition of Booking.com's price parity clause since Decem-
ber 2015 has affected the willingness of accommodations to differentiate prices or
conditions between platforms, a total of 71 accommodations using Booking.com
indicated that they have become more inclined to offer competing platforms lower
rates and/or conditions in return for lower commissions since the prohibition was
imposed on price parity clauses. This corresponds to about 35% of the accommo-
dations that use other online hotel platforms alongside Booking.com. 132 accom-
modations (65% of the accommodations that use online hotel platforms other than
Booking.com) replied that the prohibition had not increased their readiness. This
result applies to both small and very large accommodations. About one- third of
accommodations with a maximum of 21 rooms and accommodations with more
than 100 rooms said their willingness had increased due to the prohibition of Book-

ing.com's price parity clause.

The 134 accommodations that stated they never or only rarely quoted different
prices or conditions on different online hotel platforms were asked why this is. The
free text answers can be grouped into four larger categories. The largest group
comprising almost one-third of the accommodations (42 accommodations, i.e.
31%), stated that their basic corporate policy was to offer the same prices and con-
ditions on all online hotel platforms. Slightly more than 25% of the accommodations
(35 answers, i.e. 26%) said they had no interest in engaging in price or conditions
differentiation between online hotel platforms or that they felt it would be too much
trouble to do so. 14 accommodations (10%) said they were satisfied with the current
situation and with the use of Booking.com in particular. One group of no less than
16 accommodations (12%) pointed out that no online hotel platform had hitherto
offered cheaper commissions or other benefits and that they therefore saw no rea-

son to differentiate prices or conditions between online hotel platforms.
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185 The accommodations which claimed that the prohibition of Booking.com's price
parity clause had increased their willingness to differentiate prices/conditions be-
tween online hotel platforms were subsequently asked to what extent they had ac-
tually granted more favourable prices and/or conditions. It becomes apparent that
accommodations indicating that the price parity clause prohibition had increased
their willingness to differentiate prices and conditions tend to do so more frequently
than the accommodations listed on Booking.com as a whole.

Table 68:  Frequency of price/conditions differentiation following the prohibi-
tion of Booking.com's narrow price parity clause

Frequency of price differentiation on online hotel platforms

Accommodations with Booking.com accommo-
increased willingness to dations as a whole

engage in price/condi-
tions differentiation fol-
lowing the prohibition of
the price parity clause

always/mostly
11 15% 33 16%
(75 — 100% of cases)
frequentl
a Y 8 11% 16 8%
(50 — 74% of cases)
occasionally
22 31% 21 10%
(25 — 49% of cases)
rarely/never
31 43% 133 66%
(< 25% of cases)
Sum total 72 100% 203 100%

cc. Summary evaluation

186 To sum things up, it can first be stated that currently one-third of the accommoda-
tions surveyed engage in price differentiation between online hotel platforms at
least occasionally, one-sixth say they do so always or mostly. Two-thirds of the
accommodations surveyed, which are listed on several online hotel platforms,
stated that they rarely or never do so, in particular because any such differentiation
is not compatible with their corporate policy and/or would be too much trouble. The
investigations have shown that accommodations which generally differentiate
prices between their online real-time booking facility or their website and the offers
on Booking.com, are also more inclined to set different prices on different online

hotel platforms.
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A large proportion of accommodations (42%) said they would be prepared to offer
online hotel platforms more favourable prices or conditions in return for lower com-
missions. Afurther quarter of accommodations (23%) said they were still undecided
in this respect. Although this indicates there is a keen basic interest in the online
hotel platforms adopting a corresponding business strategy, it seems unlikely at
present that they are doing so.

Accommodations indicating in the survey that the prohibition of the narrow price
parity clause had increased their willingness to differentiate prices between online
hotel platforms tend to offer different prices/conditions on different online hotel plat-
forms more frequently than the accommodations generally listed on Booking.com
(and at least one other online hotel platform).

b. Doescompetition exist between the three major online hotel platforms

in respect of commission?

The different commission concepts of the online hotel platforms and the trend in
commission are illustrated below under (aa). The question whether commission-
related competition exists between the three major online hotel platforms operating
in Germany or whether an uncompetitive oligopoly exists in this respect is subse-
guently answered under (bb). The incentive or willingness of competing online hotel
platforms to offer more favourable commissions in return for more favourable rates
and/or conditions will be discussed as well as the reasons for this, among other
things. It is shown whether and, if so, to what extent competing online hotel plat-
forms actually offer more favourable commissions in return for more favourable

rates and/or conditions and what the reasons for this are.

aa. Commission models and commission trends

The relevant online hotel platforms for accommodations located in Germany offer
different commission concepts. In some cases, the commission concepts provide
for regional differentiation. In some cases, higher commission rates also cover cer-
tain invoicing services for the accommodations. Some online hotel platforms offer
partner programmes with higher commission rates. All three major platform opera-
tors give accommodations the opportunity to improve their ranking by increasing
the commission rate for short periods. These programmes are called “visibility

booster” at Booking.com, “ranking booster” or “Recommended by HRS” at HRS
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and “Accelerator” at Expedia. The smaller platform operators charge lower stand-
ard commission rates in some cases or conclude individual commission contracts

in others.

All three major online hotel platforms have indicated that the Bundeskartellamt's
decisions to prohibit the broad/narrow price parity clauses have had no effect on
their standard commission rates. As far as can be seen, the platforms have not
changed the standard commission rates, and accordingly there have been no sig-
nificant changes in the level of the average commission they charge.

bb. Competition for commission

As outlined in the foregoing, the online hotel platforms relevant in Germany use
different commission models. Some of the smaller platform operators charge com-
paratively low commissions - this is also reflected in the average commissions - but

are offering less internet reach at least at present.

In the course of the investigations, all of the major online hotel platforms stated that
they have not and are currently not pursuing any strategy in the direction of offering
more favourable commissions in return for more favourable room prices and/or
conditions. Booking.com argues that competition on the online hotel platform mar-
ket does not primarily involve competition for commission, but takes place through
other parameters. Competition between booking platforms involves, in particular,
competition based on performance.

However, it would be too short-sighted to conclude from the status quo alone that
there can be no corresponding competition for commission between the online ho-
tel platforms. On the contrary, the strong market growth of the national online hotel
platform market seems to be the reason why accommodations may not offer more
favourable rooms/conditions in return for lower commissions. In the period between
2013 and 2017, the market volume of the German online hotel platform market
grew by [80-90]%. Against this backdrop, it is true to say that the established three
major online hotel platform operators do not have any incentive to adopt a relevant
commission strategy at least at present. The comparatively low commissions
charged by the smaller platforms show, however, that this is basically a realistic

scenario.

Against the backdrop of the significant shifts in market share over the past five
years, in which Booking.com has managed to expand its market leadership, taking

a market share of almost two-thirds of the German online hotel platform market at
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the expense of HRS and Expedia, there is no reason to conclude that an uncom-
petitive oligopoly exists solely on the basis of the essentially unchanged level of
commission.

c. Summary evaluation

One-third of the accommodations surveyed which are listed on at least two online
hotel platforms, already engage in price differentiation between the platforms at
least occasionally today, one-sixth say they do so always or mostly. More than 40%
of the accommodations surveyed which are listed on at least two online hotel plat-
forms expressed a basic interest in the online hotel platforms developing a corre-
sponding business strategy. At least the three major online hotel platforms are cur-
rently only beginning to do so (HRS). Due to the steady market growth over the
past few years, the online hotel plat-forms have little incentive to develop a relevant
business strategy. In view of the high level of interest on the hotel side, however, it

is to be expected that this could change if market growth slowed down or stagnated.

Accommodations indicating in the survey that the prohibition of the narrow price
parity clause had increased their willingness to differentiate prices between online
hotel platforms tend to do so more frequently on online hotel platforms. The prohi-
bition of the price parity clause has also had a positive impact on competition be-

tween platforms.
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