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10 proactive steps revenue managers can take 
to adapt to a post-rate parity world.

 

Typical agreements that hotels have with online travel agencies in the U.S. call for 

rate parity across all distribution channels. This means that if a hotel lists a certain 

rate on its website for a room on a given night, that same room type and rate has to be 

available to the public through partner OTAs.

Thus, revenue managers have effectively forfeited the right to undercut the rates 

they’ve given to their distribution partners on their own public sites.

But winds of change are taking hold. In France and Germany, the concept of rate parity 

has been outright rejected. Other countries throughout Europe are considering new 

rules as well. Passed in July 2015 by the National Assembly, France’s new Macron Law 

is designed to eliminate barriers to free competition in the lodging industry as well 

as implement reforms across the board. It explicitly bans rate parity clauses, granting 

hotels the right to price rooms as they please, including below the rates given to 

distribution partners.

In response, both Expedia and Booking.com eliminated the offending parity clauses in 

contracts with hotels throughout Europe.

Hotrec, the European hotel owners association, described the statute as “a crucial step 

for hotels to regain control of their offer.”

In Germany, the Bundeskartellamt Court recently clarified an earlier ruling, saying 

not only are OTAs barred from requiring rate parity between various third-party 

distribution partners, but they are not allowed to require parity between the supplier 

and the OTA, either. This particular ruling is scheduled to take effect in late January.

Not satisfied that Expedia and Booking.com’s concessions go far enough, Spain, the 

U.K. and Sweden are among other European countries weighing pro-competition 

statutes of their own. The consensus is that the U.S. will soon follow suit, though 

exactly when is unclear. Recent headlines suggest Hilton Worldwide and Marriott 

International have negotiated with OTAs the ability to break parity with special offers 

to loyal customers, which is a step in the right direction.

Revenue managers have 
effectively forfeited 

the right to undercut 
the rates they’ve given 

to their distribution 
partners.
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Considering the winds of change that are shaking up the once seemingly inviolable rate 

parity world, it’s an opportunity for U.S. hotels and their revenue managers to take a 

hard look at their current revenue strategy. 

“I think this is an incredible opportunity for us to reexamine this whole issue of rate 

parity—if it’s still applicable, important and relevant for your hotel,” says Ted Teng, CEO 

of Leading Hotels of the World. “It’s an opportunity for us to not be in a status quo 

situation and make incremental, minor changes, but rather bring the focus back on the 

suppliers and consumers and not be so focused on the distribution partners.”

What’s working at your hotel? What’s not? And what are the proactive steps you can 

take while the rate parity issue plays itself out? The following guidelines should help 

you navigate the choppy seas.

1. Envision a World Without Rate  
Parity Restrictions

Removing these obstacles could give revenue managers better control of their hotels’ 

channel management and pricing. Hotels, for example, could opt to increase rates 

for their highest cost channels, while giving their low-cost channels a rate discount. 

Better yet, it would give revenue managers the flexibility to practice true Open Pricing 

without having to keep looking over their shoulders at the OTAs and their inflexible 

parity demands. Open Pricing gives hotels the ability to price all room types, channels 

and dates independently of each other to maximize revenues.

2. Bolster your Own Website 
Given this period of flux, hotels need to be even more aggressive in funneling 

customers to direct booking channels. Early on, the OTAs understood they needed 

to invest heavily, not only to build recognition for their brand, but to create booking 

sites that were fast, convenient, reliable and user-friendly. Overall, they’ve made these 

investments and continue to do so.
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The same can’t be said for hotel websites. Most aren’t as attractive or as user-friendly. 

In many cases, necessary upgrades in technology haven’t been made, possibly because 

of the cost or because of competing priorities. Likewise, hotels need to increase their 

investment in digital marketing and begin to identify the return on investment they’re 

seeing channel by channel.

3. Refrain from Demonizing the OTAs

 

OTAs remain valuable and even powerful distribution partners, so don’t take this 

period of flux as an opportunity to act drastically, especially during the low season or 

other periods of weak demand. OTAs also have a secret weapon in that they determine 

the order in which hotels are ranked on their websites by using algorithms that factor 

in rate parity.

Placement is all-important because consumers searching for a hotel on an OTA site 

typically don’t have the time or patience to search beyond the first or second page. 

Hotels at the bottom of the listings are at a distinct disadvantage.

4. Independent Hotels, Beware
Independent hotels in major markets are particularly at risk since a negative placement 

can be catastrophic. On the other hand, hotels in smaller markets, where there may be 

only 10 or 20 hotels, are less vulnerable because search results are shorter compared 

to major markets like New York or Chicago, where there may be hundreds of hotels 

listed. Once a hotel falls on the page ranking, it’s more difficult to move back up, based 

on an algorithm that measures past Internet searches.
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5. Make a Balanced Distribution  
Strategy your Goal. 

Hotels will still need the OTAs, especially in those periods of weak demand, but to 

what degree? Spreading your inventory among multiple OTAs, hedging your bets and 

marketing your property on all channels customers may shop is the best strategy. But 

in an environment where the Berlin Wall of rate parity is crumbling, it might make the 

most sense to move towards consolidation— or at least focusing only on the channels 

that bring you the most distribution and at the best cost.

For one Europe-based hotel group, recent parity changes have “provoked a change 

in the relationships with OTA partners,” says Etienne Faisandier, VP of Revenue 

Management and Business Intelligence at Switzerland-based Mövenpick Hotels & 

Resorts. “The Macron Law is a fundamental game-changing factor that will bring the 

pricing relationship to a different level and help hoteliers in the optimization of their 

margin and distribution model.”

6. Stress “Book Direct.” 
With the demise of rate parity in the offing and hotels investing to bring their websites 

up to speed, revenue managers can begin a full-court press to encourage customers 

to book direct. At the end of the day, it remains the lowest cost way of acquiring a 

reservation. Indeed, the most valuable upgrade a hotel makes to its website would be 

to add technology that allows hotels to offer frequent guests—say, those holding elite 

status in the loyalty program—a discount for booking direct. This can be done with or 

without rate parity clauses if the offers are fenced and only visible to a guest logged in.

Offering discounted rates to elite level members could mean a slight dip in ADR, but 

the hotel will make up the lost revenue from the savings that accrue from no longer 

having to pay the OTA a commission. Or revenue managers could slightly raise rates on 

all other channels and keep direct rates flat, which would actually lead to an 

increase in ADR.

The key to increasing direct bookings is like a three-legged stool with the three legs 

being improved guest recognition, more closely targeted benefits and the perception 

of overall value.

7. Focus on Value. 
To ensure success, hotels need to give consumers a reason to book direct simply 

beyond a discount on rate. A discount is important, but doesn’t necessarily translate 

into value for all consumers and is hardly the only carrot available. Suite upgrades, 

access to higher bandwidth on Wi-Fi, mobile check-in, complimentary breakfast, 

access to the executive lounge—all are sweeteners that might well equate to value to 

certain guests.

The Macron Law is a 
fundamental game-
changing factor that 
will bring the pricing 

relationship to a  
different level.
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8. Bring CRM Into the Picture. 

Loyalty programs track login details, which enables revenue managers to identify these 

high-value repeat customers at the point of booking. Once they’ve identified a guest, 

they can turn to CRM data to help them craft the most appropriate personalized offer.

By analyzing how much revenue guests generate while on property from such ancillary 

sources as restaurants, bars, room service, spa, golf and so on—information the OTAs 

can’t access—revenue managers can begin to customize room rates accordingly 

through Open Pricing. The greater the ancillary spend, the sweeter the room rate offer.

9. Stay Attuned to the  
Nuances of Booking. 

Because such customized rates are not publicly available, they are what are called 

“private” or “fenced” offers. In this regard, they’re similar to the rates on OTA opaque 

sites, where the rate is never publicly disclosed. This is also the case with special OTA 

promotions and package deals, where the room rate is buried into a larger charge that 

includes airfare and car rental.

In this transition period, one viable strategy would be to keep rate parity in place 

strictly as it applies to publicly available rates, placating the OTAs in the process.

10. Keep an Eye on New Partners. 
In July 2015, Google introduced functionality that allows users to book hotel 

rooms through its metasearch tool. While the program is still relatively new, it has 

the potential to not only give OTAs a run for their money, but to create another 

distribution channel for hotels, which are already struggling to come up with an 

effective third-party distribution strategy.
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Likewise, TripAdvisor is trying to position itself as a booking tool. But for as well known 

as TripAdvisor may have become, its reach and influence are nowhere as great as 

Google’s. Complicating Google’s situation, however, is the fact that the search giant 

already derives significant revenue from OTA advertising and related OTA-sources. 

Just how far is Google prepared to go to shake up that apple cart? Stay tuned.

Conclusion
With the elimination of rate parity starting in Europe and becoming more and more 

tenuous in the U.S., revenue managers are facing a challenge—and an unexpected 

opportunity. By implementing data-driven analysis and an Open Pricing strategy, they 

have the opportunity to reassert the primacy of direct bookings in the distribution 

channel hierarchy.

By no means does the potential demise of rate parity mean the end of the OTAs. Over 

the years, they have earned a seat at the distribution table, along with the other viable 

channels. Rather, the ball will be in the revenue managers’ court to come up with 

creative ways—customized offers chief among them--to attract the traveling consumer 

to the hotel websites not only to look, but book.
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optimize profit and guest loyalty. Duetto delivers powerful insights on pricing 

and demand to hotels and casinos through a 100% cloud-based application.
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