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Context of MAPP’s intervention: 

 

Procedure initiated: 

 before the French Competition Authority  

 by the main French hotel unions and the Accor group 

 against Booking.com 

 

MAPP: 

 served as an economic consulting expert 

 for the Accor Group and two main unions: the UMIH (Union des Métiers et des Industries de 

l'Hôtellerie) and the GNC (Groupement National des Chaînes Hôtelières) 

Context 
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MAPP’s intervention: on behalf of the hotels 

The information and views set out in this presentation are those of the author and do not necessarily reflect 

the official opinion of his institution and/or of past or present clients 



Most favoured nation clauses   
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Effects on competition in the economic literature 

PROS CONS 

 MFNs limit the double 

marginalization problem 

and decrease final prices 

 

 MFNs are an effective 

solution to prevent retailers 

from free-riding on 

platforms 

 MFNs annihilate the 

competition between 

platforms and raise the 

fees charged to retailers 

 

 MFNs put entrants at a 

disadvantage 



No risk of double marginalization: the hotels set the prices 

 

The free-riding effect is alleged by Booking: 

Since OTAs provide real benefits 

 For consumers: one-stop search, comparison, easy booking, access to hotels all over the 

world, multilingual websites, etc. 

 And for hotels: worldwide visibility 

And since OTAs have to invest to create these benefits 

OTAs claim that without parity clauses, consumers will use OTAs to search and 

compare but will book on hotel's direct channels 

Parity clauses are presented by OTAs as indispensable to protect the investments 

underlying the benefits they provide 

Most favoured nation clauses 
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How did the pros apply in the hotel sector? (1)  



But the risk of free-riding was never demonstrated 

There could only be an interest in protecting platforms from “retailer free-riding” if 

these platforms contribute to an increase in overall welfare. This is not the case: 

 The platforms have mainly managed to cannibalise hotels’ turnover  

No quantitative demonstration by OTAs of such a risk 

On the contrary, new studies tend to show that this risk, if it exists, is very limited 

 “Attribution of conversions at hospitality websites: A path analysis”, P.K. Kannan, 2015 

Concludes that there is no “bill-board” effect for hotels when potential customers visit 

intermediaries 

Moreover, there could be a “reverse” free-riding effect  

 Hotels’ clients are drawn to the platforms and away from hotel sites 

 

Most favoured nation clauses 
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None of the pros of MFN clauses could be regarded  

as effective for the hotel sector 

How did the pros apply in the hotel sector? (2) 



Most favoured nation clauses 

On the other hand, both arguments against MFNs have been 

established: 

 Competition authorities acknowledged both effects (FCA): 

 “Booking’s parity clauses reduce competition between Booking.com and its competing 

platforms. 

 Furthermore, parity clauses may lead to the foreclosure of smaller platforms or those that have 

just entered the online booking market.” 

Confirmation of the competitive restriction created by MFNs: development of a 

dynamic model 

 Aim: Represent the hotel sector’s economic situation using repeated simulations 

 Methodology: Algorithm framework1 

• Each agent’s behaviour is determined by simple rules based on incentives and information 

• Social interactions between consumers, hotels and OTAs are the result of an optimization 

process 

How did the cons apply in the hotel sector?  
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1  Leigh Tesfatsion (2006). ”Agent-Based Computational Economics: A Constructive Approach to Economic Theory,” ch. 16, Handbook of 

Computational Economics, v. 2, [pp. 831-880] 

   Buchanan, M. (2009) “Meltdown modelling: Could agent-based computer models prevent another financial crisis?“ (2009), Nature, Vol. 460 



Effects of MFNs on competition among platforms 
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Results of the simulation model: dropping the MFNs fosters competition 

Effects of the drop of MFNs (red line) on prices and quantities 

Without MFNs:  

Prices decrease on platform 2 and 3 and stay almost the same on platform 1 (the least 

efficient) 

Commissions decrease on platform 1 and 2 and slightly increase on platform 3 (the most 

efficient) 

Competition is fiercer and the total quantity of rooms sold increases 

Source: MAPP. 

Platform 2 

Average price observed on the Platforms Commission offered by the Platforms 

       Platform 1 (the least efficient) Platform 3 (the most efficient) 

Total quantity sold on the Platforms 



Effect of Booking’s proposed fix 

To assuage competitive concerns, Booking has offered to: 

Stop imposing price parity obligations with regard to other OTAs, i.e., to do away 

with “wide” MFNs or APPA (Across-Platform Parity Agreements) 

BUT: Booking continues to enforce “narrow” MFNs 

The hotels thus presented a model to the French Competition Authority 

Aims:  

 Test the possible effects of these commitments on competition 

 Develop a sufficiently flexible model to allow for changes in the assumptions and perform robustness 

check  

Method: model the actors’ incentives to lower their prices 

 A hotel will grant a decrease of the overnight price to a platform in exchange for a decrease in the 

commission only if its profit increases as a consequence 

 Similarly, a platform will grant a commission decrease to a hotel in exchange for an overnight price 

decrease only if its profit increases as a consequence 

A simulation of the effect of MFNs on competition 
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Share of  

nights sold 

Average 

commission 

rate 

Booking.com [35-40]% [15-20]% 

Expedia [20-25]% [17-23]% 

HRS [5-10]% [17-23]% 

Hotel’s site 30% 0 

Incentives to renegotiate 
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Different for the different platforms 

Market shares and commission rates 

Equilibrium between a platform and an hotel (both have incentives to contract): 
 Light blue area: Expedia 

 Medium blue area: HRS 

 Royal blue area: Booking.com 

 A change of policy by Booking is not very likely, HRS has greater incentives because 

of its low market share 

Source: UMIH. 

Equilibria – all platforms adopt “narrow” clauses  

Calculation: MAPP (hotel’s clients sensibility to price: moderate) 
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Incentives to renegotiate 
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For the platforms: depends on the type of the hotel 

Booking incentives 

Though equilibrium zones exist, they do not overlap: 

 All hotels are not the same 

 A platform cannot offer the same contract to all hotels 

 A platform cannot know the type of a particular hotel 

 The probability that competition arises from the narrow clauses is low 

Calculation: MAPP. Area 1 is related to low price sensitivity among the hotel’s clients, Area 2 to intermediate price sensitivity and Area 3 to high price sensitivity. There is no 

equilibrium for Booking in the case of low price sensitivity. 
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Conclusion 

New proposal to competition authorities by Booking: 

Add the removal of all MFNs on room availability 

The hotels still had doubts, but the competition authorities chose to 

accept the new commitments 

However, a new French law went into effect in August: 

The law bans contracts in which online travel companies prohibit hotels from 

displaying better deals for rooms on their own websites 

Narrow parity clauses as accepted by the FCA are thus now illegal 

The quantity commitments remain valid, however 

A situation challenged by the Macron law 
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ANNEX  
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Graph – modus operandi 

Participation constraint and incentive equilibrium 

The graph presents the commission/price area in which both (the hotel and the platform) 

participation constraints are satisfied 

Calculation: MAPP. 
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Top outer edge: 

The platform agrees to accept 

all the couples (commission / 

price) that are situated below 

this level. 

Bottom outer edge: 

The hotel agrees to accept all 

the couples (commission / 

price) that are situated above 

this level. 

Interior: 

Both the platform and the hotel 

accept the couples 

(commission / price) situated 

inside this area. 



Booking has not improved hotels’ situation 
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Platforms have only managed to cannibalise hotels’ turnover 

Comparative evolution of Booking and the hotel sector situations in France – 2008-2012 

Stability of the hotel sector economic indicators during the 2008-2012 period: no new 

business brought by platforms 

Steady increase of Booking’s commission and turnover 

Cannibalisation of hotels’ sales by OTAs, and in particular by Booking.com 

Source: MKG, Insee and Société.com. 
Calculation: MAPP. 



The “reverse” free-riding effect 
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Booking benefits from hotels’ reputations 

Identity of the first posted link when searching on google.fr for a hotel (precise name and location) 

Booking.com is listed before the hotel, even when searching for the precise name and 

location of a hotel 

A study1 has shown that holding the first position in the search results translated to 33% of 

traffic, compared to 18% for the second position 

Booking is free-riding on the hotels’ reputations and drawing hotels’ clients 

Source: Google. 
Calculation: MAPP. 

Hotels’ 

sites 

Others 

1 The Value of Google Result Positioning. Chitika, Inc. 2013 (https://chitika.com/google-positioning-value) 


