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Introduction: Tensions Between Airlines and Online Travel Agencies (OTAS)

In the travel and tourism sector, the relationship between airlines and
intermediaries — especially online travel agencies (OTAs)—is marked by both
cooperation and competition. While airlines and intermediaries are business
partners both aiming to sell more tickets, the airlines have increasingly intensified
their criticisms of intermediaries. These grievances range from fare transparency
and consumer interactions to refund policies. It may appear paradoxical that
airlines are working against their own distribution partners, yet this friction
underscores deeper market dynamics. Airlines, on one hand, aim to regain control
over their distribution, while OTAs, metasearch engines, and other intermediaries
play an essential role in fostering competition, ensuring consumer choice, and
maintaining a globally accessible air travel market.

Airlines for Europe (A4E), or more accurately six of Europe’s largest airlines under
the banner of A4E, released a report titled "Study on the Impact of Online
Intermediaries on Consumers and Carriers." However, upon closer examination,
this so-called "study" is fraught with methodological issues, questionable
assumptions, and one-sided interpretations that deprives it from any credibility.
It does not enhance its’ readers understanding of the air ticket distribution
ecosystem but rather pursues the underlying goal of legitimizing airline
disintermediation of distribution channels that enable all carriers - not just the
dominant players who paid for this study - to sell their services globally and enable
consumers to comparison shop for the carrier that best meets their needs.

1. This Is Not a "Study"

The A4E document is branded as a study, but lacks the fundamental elements of
a credible, independent analysis. The methodology behind the report relies almost
exclusively on a limited and highly biased sample. Specifically, the "study" gathers
input from only six of A4E’s member airlines and nine online searches across four
OTAs. This sample size is far too narrow to offer meaningful conclusions about the
broader European air travel market or to represent the diverse array of consumers
and carriers affected by intermediaries.

Furthermore, it fails to implement basic methodological standards for an industry-
wide analysis resulting in biased untrustworthy account. It does not:



¢ Engage with consumers or the intermediaries themselves.

e Conduct any statistical analysis of airline and intermediary pricing
outcomes, which could easily be derived from publicly available
information.

e Consult unbiased experts, academics, or seasoned industry analysts, such
as Phocuswright, a well-regarded research firm specializing in travel
markets.

e Consider relevant particularities of individual airline or intermediary offers
when sampling its ‘mystery shopping’ These include relevant agreements
between intermediaries, airline surcharges applied to intermediaries (with
direct impact on final prices) and the applicable business model, including
subscription-based models with significant consumer discounts.

Ironically, the report’s conclusions, notably regarding market concentration, are
based primarily on the views of Europe’s five largest airline groups, which in 2005
already accounted for 47% of intra-EU traffic, with completed and planned
consolidation move, this figure would be set to increase to 73.5% in 2024.! Ultimately,
the reportis a policy paper containing the same list of policy asks that large airline
groups have long supported.

2. When Assessing Market Power, One Must First Define the Market

The report portrays OTAs as exerting excessive influence over airline ticket sales?
while neglecting to account for the fact that OTAs compete directly with airlines'
own websites: The appropriate market for analysis is not just the OTA sector but
the broader airline ticket distribution market, which includes both OTAs and direct
airline channels (airline.com).

To draw a meaningful parallel, consider the shoe industry: manufacturers like Nike
and Adidas are active in both production and distribution, while retailers like Foot
Locker operate only in the distribution space. As a consumer, you would buy
indistinctively your Adidas sneakers from one or the other: there is direct
competition between them, with consumers comparing prices and offers across
all channels. The same is true for air tickets: edreams.com and airfrance.com are
competing with each other, as consumers will weigh between their offers.

As acknowledged by this report, airline.com holds a “significant majority” of the
air ticket distribution market, with its share steadily increasing over the past two

TEU27 is constant countries in EU in 2024; in 2024 it is assumed that plausible airline acquisitions are completed (
SAS; Air Europa); airline groups in 2005 included AF/KLM, whereas by 2024 airline groups include all airlines that
are controlled by an airline group; seats offered by the marketing airline.

2 Interestingly, market shares of OTAs are defined through "extrapolation from different miscellaneous sources"
and "subjective estimates" which sounds as opaque as it actually is.
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decades. The Commission even goes further in a recent decision?, stating that “in
Europe, more than [80-90]% of flight tickets are sold directly by the airlines”. In
contrast, OTAs market share is smaller and stagnant and, according to the same
Commission decision, “the EEA flight OTA market is relatively fragmented™.

MARKET SHARE OF AIRLINE TICKET DISTRIBUTION TYPES

2019-2026 (PROJECTED)

A = -

For example, Europe’s largest airline, Ryanair, sold 183 million tickets in 2023, with
approximately 145 million of those sales happening directly through Ryanair.com.®
This number of far exceeds the number of annual tickets distributed via any OTA,
even globally. This makes Ryanair.com the largest distribution B2C air ticket
distribution player by volume—not any OTA.

In addition to the overall difference in economic power between airlines and
intermediaries, there is an inherent imbalance in airline-intermediary
relationships because airlines control data required by intermediaries. This
imbalance of negotiating power often allows airlines to dictate terms, particularly
where there is insufficient upstream airline competition and thus no viable
alternative data holder to request data from. This problem has been extensively
investigated by the European Commission in lead-up to recent data-related
legislative proposals.®

3 EC decision in Case M.10615 Booking Holdings/eTraveli Group, para. 269

4 EC decision in Case M.10615 Booking Holdings/eTraveli Group, para. 801

5 Based on a conservative estimate of 80% of tickets being distributed through Ryanair’s direct channel.
¢ See e.g. European Commission, Study on model contract terms and fairness control in data sharing and in
cloud contracts and on data access rights, p. 12
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3. OTAs Charge Intermediation Service Fees Reflecting the Value They Provide

For A4E, OTAs charge "hidden mark-ups" on airfares and related ancillary services,
implying that these fees unfairly inflate ticket prices. However, this
characterization does not fully account for the legitimate role that OTAs play
within the air travel ecosystem.

Again, using the analogy of the shoe industry, a retailer-like Foot Locker does not
sell shoes at the wholesale price—it adds a margin to cover its costs, including
wages, storefronts, and marketing. In the same way, OTAs charge fees to cover the
costs of providing valuable services to consumers, which benefit from the ability
to search for, compare, and book tickets across multiple airlines and travel
options in one place, rather than navigating each airline’s website individually.
They can also get access to travel options that might not be available through
direct airline websites. As is often ignored, airlines don’t pay any commission to
OTAs for the tickets sold on their website.

Moreover, in accordance with Art. 23 of Regulation 1008/2008 all upfront prices
displayed by OTAs and metasearch engines (MSEs) are fully bookable with no
additional charges, unless additional services are selected by the consumer. The
report’s attempt to frame OTA fees as "hidden" ignores the fact that these
intermediaries are highly regulated entities, bound by various consumer
protection laws, including the Unfair Commercial Practices Directive, the CRS Code
of Conduct, the Platform-to-Business Regulation, and the Digital Services Act.
OTAs, and airlines alike operate within a stringent legal framework to ensure
transparency and fairness.

Where there is currently a lack of transparency on ancillary fees for consumers
shopping via intermediaries, it is primarily due to airlines withholding access to
such information. The A4E report refers to the ancillary transparency rulemaking
by the US Department of Transport’, which is tackle this issue and is strongly
supported by the Travel Tech Association® the American representative body of
travel intermediaries. Airlines for America (A4A), the American equivalent to A4E,
decided to legally challenge the rulemaking to continue inhibiting intermediary
access to ancillary information.’

Ultimately, these fees are not arbitrary but represent the value added by OTAs in
streamlining the booking process and enhancing the overall travel experience.
Intermediaries play an essential role, offering travelers choice, convenience, and
often competitive pricing that would be difficult to replicate through airline direct
channels alone.

7 US Department of Transport, Final rule on Enhancing Transparency of Airline Services Fees, 17.04.2024
8 Travel Tech Association, Supporting Aviation Ancillary Fee Transparency
? BusinessTravelNews, AzA, U.S. Airlines Sue DOT Over Fee Disclosure Rule, 14.05.2024
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https://www.transportation.gov/sites/dot.gov/files/2024-04/Final%20Rule%20Ancillary%20Fee%20Transparency%20%282105-AF10%29.pdf
https://traveltech.org/supporting-aviation-ancillary-fee-transparency/
https://www.businesstravelnews.com/Transportation/Air/A4A-US-Airlines-Sue-DOT-Over-Fee-Disclosure-Rule

Annex - other misleading statements of the paper

Claims regarding OTAs

Claim 1: “Most of the B2C market is now catered by airlines
directly selling tickets online to travellers themselves
through their own websites and mobile apps (also known as
direct distribution)”

Claim 2: “The OTA market in Europe is highly concentrated
and composed of a handful multi-brand operators active
EU-wide.”

Response: These two claims are contradictory. Indeed, the vast majority of the B2C
air ticket distribution has been captured by airlines’ direct channels (airline.com).
This is supported by the Commission’s recent decision in Booking/eTraveli which
found that “in Europe, more than [80-90]% of flight tickets are sold directly by the
airlines™. But then, how can it be reconciled with the claim that air ticket
intermediary markets are “characterised by high degrees of concentration and
market power”. If airline.com websites have captured a vast majority of the
market, which market power is actually left to OTAs? The Commission accurately
states in Booking/eTraveli that “the EEA flight OTA market is relatively
fragmented™. In addition, the strong market position of airline.com directly
affects OTAs, as these channels are in large parts substitutable from the
consumer standpoint when searching for and booking air tickets. In fact,
airline.com and OTA.com are competing for the same customers. When
considering the 80-90% share of tickets booked on airline.com rather than
OTA.com, complaints about supposed OTA market power are difficult to
understand.

10 EC decision in Case M.10615 Booking Holdings/eTraveli Group, para. 267
1 EC decision in Case M.10615 Booking Holdings/eTraveli Group, para. 801
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Claim: “Irrespective of the type of airline, with direct
distribution air tickets have become more affordable for an
increasing share of the population. This has been a boon for

consumer welfare and made air travel accessible to an
increasingly large share of the population.

Response: It is misleading to state or imply that air tickets have become more
affordable primarily due to large airlines’ shift towards direct distribution. It has
been well-documented that the downward trend in airfares over the past
decades is rather directly linked to increased capacity and the rise of low-cost
carriers, enabled by liberalization of the EU single market for aviation.”

On the contrary, there is evidence suggesting a direct link between the degree of
competition on a route or hub level on the upstream air passenger travel market
and the degree to which airlines permit intermediaries to distribute their
services.” Considering the well-known correlation between airline competition
and price levels®, there are indeed indications that the dynamic may be the
opposite of what the A4E report suggests: one of the reasons prices have been
kept lower is due to the competition created when consumers can comparison
shop in the indirect channel.

On a more general note, a 2021 study commissioned by the European Commission
noted that “Facilitated by access to the internet, flight search engines and the
information available on a variety of websites, consumers are able to access and
compare information concerning the available means of transport, flight
schedules and routes, fares, service offerings, emissions data and other. This
transparency gives consumers an unprecedented choice while leading to
competition among aqirlines and aqirports and ultimately lowering travel costs.
Arguably, information technology and the use of internet channels has been one

2 Burghouwt, de Wit: In the wake of liberalisation: long-term developments in the EU air transport market,
Transport Pol., 43 (2015), pp. 104-113

¥ Academic studies suggest that incumbent airlines significantly increase airfare availability as a strategic
reaction to route entry by an airline competitor. In such circumstances, “incumbents enhance their airfare
availability on OTA by 11%” — See Varella, Fraz&o, and Oliveira, Dynamic Pricing and Market Segmentation
Responses to Low-Cost Carrier Entry: The Econometrics of Airline Distribution Management under Increased
Competition

““A lower number of airlines is associated with a higher price per mile travelled. The estimated coefficients
imply that, compared to the baseline competitive market structure of four or more competitors, the fare per mile
in a monopolized route is, ceteris paribus, 5.6% and 59% higher in the EU and in the U.S. respectively. In the case
of a duopoly, in comparison to the same baseline, the fare per mile is 2.6% higher in EU” - DG COMP report on
Protecting competition in a changing world: Evidence on the evolution of competition in the EU during the past
25 years.



https://www.sciencedirect.com/science/article/pii/S0967070X15000621
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2841417
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2841417
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2841417
https://competition-policy.ec.europa.eu/document/download/9dd03f5d-0df0-4372-b971-3019b86624fe_en?filename=KD0924494enn_Protecting_competition_in_a_changing_world_staff_report_2024.pdf
https://competition-policy.ec.europa.eu/document/download/9dd03f5d-0df0-4372-b971-3019b86624fe_en?filename=KD0924494enn_Protecting_competition_in_a_changing_world_staff_report_2024.pdf

of the key enablers of today’s low-fares, unbundled services aqirline business
models that are now prevalent among low cost and network airlines alike.”™

Claim: “(OTAs’) modus operandi is characterised by putting
an emphasis on comparison tools that allow consumers to
easily compare prices, flight times and other relevant
factors to steer their choices. (..) By finding ways to
dissemble and reassemble airline offers, OTAs can propose
a broader array of options, such as outgoing and return
flights and / or connections combining different carriers

Response: We agree that OTAs and other intermediaries offer unique value to
customers by allowing consumers to transparently search, compare and combine
air ticket offers in ways that are simply impossible on airline.com. A few pro-
consumer tools are notable:

- Cross-faring allows consumers to book return journeys on different airlines;
this is usually not possible on airline.com (except with codeshare
agreements) and can result in significant savings in terms of travel time or
money spent.

- Virtual interlining means OTAs autonomously combine flight offers to
provide multi-leg journeys which are otherwise not available. OTAs take
care to inform customers of necessary connection times and offer
insurance products in case of disruption.

- Multi-modal comparison and combination is possible on OTAs. While some
airlines have limited cooperation with, usually, the incumbent railway of
their home market, OTAs are able to offer comprehensive multimodal
journeys and comparison. Such tools enable customers to make more
informed choices and reach better outcomes in terms of price, convenience
and sustainability. Airline.com’s inherent primary goal is to sell the flights of
the respective airline, which is why such consumer choice does not exist on
these websites.

- OTA websites also typically have a greater range of language options than
the airline's website (and often also offer localised currency support in
circumstances where the airline does not).

- Local OTAs also provide customer service in the same language and time
zone as the customer.

S European Commission, Study on the economic developments of the EU Transport Market, 2021, p. 170
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https://op.europa.eu/en/publication-detail/-/publication/41452579-7005-11eb-9ac9-01aa75ed71a1

In addition to the consumer benefit, OTA distribution also allows smaller rival
airlines to reach customers more effectively through visibility on OTAs on a
neutral basis. This is not possible on airline.com. OTAs thus also have a pro-
competitive effect on the upstream air passenger travel market.

Claim: “It remains a common OTA practice to use artificially
low fares as click bait (a practice that some qirlines
reported as prevalent when comparing prices using MSEs),
then apply untransparent and significant markups
(including through administrative fees, more expensive
ancillary services etc.)

Response: The practice raised here is not just common among OTAs but also
among low-cost carriers and in fact many B2C players competing on the low-end
segments of their respective markets.'” This practice has been pioneered by low-
cost carriers in the air travel industry: LCCs offer basic air fares at heavily reduced
prices (even lower than the cost of operating) and then sell unbundled ancillary
services to turn a profit”. This means when comparison shopping between airlines,
consumers are immediately drawn to LCCs due to their low upfront prices. In line
with Art. 23 of Regulation 1008/2008, these prices must be actual bookable prices,
meaning a real ‘bait-and-switch’ is not possible as consumers must have the right
to select and book the bare bones offer. This ‘drip-pricing’ concept is not just a
practice visible on some intermediary channels but has become a mainstay of
LCC’s strategy.®

The exact same principle applies regarding OTAs, who strongly compete with
airline.com for consumers. Here again, OTAs offer attractive upfront bookable air
fares, possibly by competing on price with airline.com and undercutting, and may
then try to turn a profit with ancillaries in the same way an LCC like Ryanair or
easyJet does. Again, all displayed air fares are bookable, and consumers retain
full choice to add or leave out ancillary services.

However, we note that certain airlines fail to comply with the basic requirements
of Art. 23 of Regulation 1008/2008. Some airlines force customers to buy ancillaries
such as seat selection or luggage and have recently been fined for such

'® See UK Department for Business & Trade, Estimating the Prevalence and Impact of Online Drip Pricing,
September 2023; The Independent, Calls for ban on ‘drip pricing’ as its revealed baggage and seat selection
fees can quadruple cost of flights, 5 October 2024

7 According to its 2024 annual report, Ryanair made 32% of its total annual revenue in ancillaries (it was 44.7% in
2022)

8 Which?: How to beat Ryanair’s ‘drip pricing’, 9 November 2023
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https://www.forbes.com/sites/jamesasquith/2020/03/04/the-king-of-ancillary-revenue-how-chaos-confusion-and-low-prices-created-one-of-the-most-profitable-airlines-in-the-world/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1182208/estimating-the-prevalence-and-impact-of-online-drip-pricing.pdf
https://www.independent.co.uk/travel/news-and-advice/ryanair-wizz-air-easyjet-flights-cabin-bags-which-study-b2624009.html
https://www.independent.co.uk/travel/news-and-advice/ryanair-wizz-air-easyjet-flights-cabin-bags-which-study-b2624009.html
https://investor.ryanair.com/wp-content/uploads/2024/06/Ryanair-2024-Annual-Report.pdf
https://www.which.co.uk/reviews/airlines/article/how-to-beat-ryanairs-drip-pricing.-ayB6X5C1ZMoc

practices.” The silence of the A4E report on these major breaches again highlights
the partiality of its attempt to invent transparency issues with intermediaries while
portraying airlines as consumer champions. This is a false narrative.

On amore general note, US research shows that drip-pricing is practiced in a more
transparent and efficient manner by OTAs than by airline websites: “Survey data
of identical itineraries conducted on both airline operated web sites and online
travel agencies (OTA) reveal significantly shorter search times and more accurate
pricing results occur when consumers use OTAs.”? The claim that bait-and-switch
pricing is prevalent when comparing prices on meta search engines is further
contradicted by other sections of the report which find no significant or systemic
issues with such providers. This is the obvious consequence of the fact the meta
search engines do not permit their partners to employs such tactics to secure
customers satisfaction and their business reputation. The statements by
interviewees about supposedly misleading pricing tactics employed by OTAs or
meta search engines are proven incorrect even in this report, there was “no
evidence of widespread abuse”.

Claim: “Screen-scraping uses technology to — unbeknown
to consumers — violate airlines’ terms and conditions, in
order to access airline databases at scale and display the
information to consumers. The OTA then purchases tickets
and ancillary services on behalf of the consumer, in effect
impersonating them.”

Response: The claim that screen-scraping by OTAs violates airline terms and
"impersonates" consumers misrepresents the role OTAs play in the booking
process. When a consumer uses an OTA, they effectively mandate the agency to
purchase a ticket on their behalf, similar to how a personal shopper buys goods
online. Just as a personal shopper doesn’t need permission from a retailer like
Adidas, an OTA does not need airline authorization to act as the consumer’s agent.
The transaction is between the airline and the consumer, with the OTA facilitating
it—without receiving a commission from the airline, authorization or not.

9 FACUA-Consumidores en Accion, Consumer Affairs fines four airlines more than 150 million euros for
hand luggage charges denounced by FACUA, 08.07.24

20 Rupp (East Carolina University - Department of Economics), Drip Pricing and Costly Search: Evidence from the
Airline Industry, December 2023



https://facua.org/en/noticias/consumer-affairs-fines-four-airlines-more-than-150-million-euros-for-hand-luggage-charges-denounced-by-facua/#:~:text=The%20Ministry%20of%20Social%20Rights,Consumers%20in%20Action%20since%202018.
https://facua.org/en/noticias/consumer-affairs-fines-four-airlines-more-than-150-million-euros-for-hand-luggage-charges-denounced-by-facua/#:~:text=The%20Ministry%20of%20Social%20Rights,Consumers%20in%20Action%20since%202018.
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4666048
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4666048

Moreover, consumers are well aware they are using third-party OTAs, and the
notion of "impersonation" is misleading. Consumers authorize OTAs to make
bookings on their behalf, often because OTAs offer better price comparisons,
cross-faring, and other pro-consumer options not available on airline websites.
This transparency and flexibility benefit consumers and foster competition
among airlines.

Several national court decisions have supported the legality of screen-scraping,
including the judgment by a Dutch court in Ryanair v PR aviation?, holding that PR
aviation (active in screen-scraping) was not bound by Ryanair's terms and
conditions, meaning its activities were legitimate.

Claim: “The OTA position that selling loss-leading products
is a legitimate marketing strategy certainly holds true when
this is related to the sale of non-flight related ancillary
services, and some are pursuing this strategy. But there is
also a price salience component in OTA dip pricing that
depends on simply overcharging flight ancillaries or
creating them from scratch.

A4E DMA paper:“Intermediaries’ offers, which can appear
as “attractive” for consumers, often display a price typically
lower than the airline’s direct offer. Yet, it is common
practice for these intermediaries’ offers to present upfront a
price undercutting airlines’ offers, only for them to then
charge the consumer hidden fees and mark-ups - which
are absent from the airline’s equivalent offers — and realise
a profit at their expense.”

While OTAs can act as a one-stop shop for travel related
services and selling a range of products that complement
flight tickets (car rental, accommodation, etc.), in many
cases they mark-up prices significantly compared to
airlines for baseline ticket fares and related services.”

2! Gerechtshof Den Haag, Ryanair v PR aviation, 2018
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https://a4e.eu/publications/the-implementation-of-the-dma-and-alphabets-compliance-with-its-obligations/
https://uitspraken.rechtspraak.nl/details?id=ECLI:NL:GHDHA:2018:61

Response: As outlined above, the pricing strategy of some OTAs (regardless of
whether it concerns flight or non-flight ancillaries) is heavily inspired by and just
as legitimate as the pricing strategy of low-cost carriers. It bears repeating that
all OTA air fare prices are bookable by law and that price competition on those
air fares between OTAs and airline.com on the downstream air ticket distribution
market evidently lowers prices and increases consumer welfare. The analogy to
traditional retailers such as shoe stores holds true: price competition between
Footlocker.com and adidas.com is a sign of a healthy market and brings obvious
consumer benefits.

It is unsurprising that Europe’s largest airline groups with publicly stated goals of
gradually disintermediating OTAs from the distribution of air tickets are not
satisfied with this state of the market where their own distribution channels are
under competitive pressure.

Beyond the competitive benefits, it also bears repeating that ‘mark-ups’ by OTAs
are a legitimate means of attaining compensation for the searching, comparison,
combination and booking functionality provided free of charge up-front to users.
Again, the situation is analogous to LCCs who would be loss-making without the
profit generated from ancillary services booked by customers only after having
selected an LCC ticket due to its attractive base fare.

Claim: “Some itineraries also cause the consumer to
unknowingly violate an airline’s terms of carriage. This can
occur if a consumer is sold a single ticket that is in fact
obtained through purchasing a return journey on their
behalf, or if a connecting airport is sold as the final
destination of an itinerary.”

Response: This claim addresses practices such as ‘skiplagging’. Skiplagging
entails a consumer buying a two-legged journey and then never taking the
second flight at the connecting airport because buying only the flight to the
connecting airport would have been more expensive than buying both flights
together. Skiplagging quite simply means the consumer is smarter than the
airline’s pricing policy, something that has enraged airlines.. As far as
intermediaries’ involvement, they are simply tools for passengers to realize
savings and enable choices that work best for them, including skiplagging where
relevant.
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Claims regarding GDSs and NDC

Claim: “NDC allows the ability to provide more detailed
product offerings and to customise travel experiences more
efficiently for consumers and also enables the key feature
of continuous pricing. (..) This has created the preconditions
for airlines to pursue increasingly sophisticated revenue
and occupancy maximisation strategies by means of
dynamic pricing (..) On their side, consumers benefit from
smoother price changes (..).”

Response: certain concepts underlying NDC and some airlines’ commercial
strategies in relation to NDC sometimes create issues for air ticket intermediaries
and consumers.

- Firstly, NDC signifies a shift away from widely available pre-filed fares
towards a model in which consumers and distributors can only compare
case-by-case personalized offers. As a result, NDC implementation means
that intermediaries and passengers have no possibility to check if a price
proposed by an airline responding to a specific request is the lowest
available price. In this context, the then-IATA CEO stated in 2012 that: “For
the 60% of air travel that is sold indirectly via travel agents using Global
Distribution Systems (GDSs), the model is focused only on finding the lowest
ticket price. This has resulted in the commoditization of qir travel. Airlines
are trying to escape the commoditization trap through differentiation”.

- Secondly, it should be noted here that a potential shift away fromm GDSs and
towards direct-connect distribution facilitated by NDC further reduces
price transparency, as direct-connects are not governed by EU Regulation
80/2009, which obliges GDSs to provide comparative information on
available flights and prices to travel agents in a neutral and transparent
manner.

- Thirdly, NDC’s lack of backwards compatibility further raises practical
issues, e.g. difficulties where an intermediary would distribute codeshare or
interlining tickets involving both an airline pushing content through NDC
and an airline pushing content through EDIFACT.
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Claim: “LCCs have traditionally focused on selling tickets
directly through their own websites to keep down
distribution costs. However, as they have started to
distribute flights through GDS (particularly when the latter
have acquired an NDC capacity compatible with LCC
offers), they have often imposed restrictions that limit
distribution to ‘brick and mortar’ travel agents aimed at
corporate clients, excluding OTAs that risk cannibalising
their mass leisure business”

Response: The statement addressed a highly concerning practice: LCCs’ exclusion
of OTAs and other intermediaries from the distribution of their tickets with the
express intent of foreclosing competition on the downstream markets for the
distribution of their tickets and for the sale of non-flight ancillaries (hotel,
insurance, car-rental). Where such conduct is linked to an LCC with a dominant
position on the upstream air passenger transport market, it is liable to produce
exclusionary effects and may constitute an abuse of a dominant position under
Art. 102 TFEU.

The ongoing investigation by the Italian Competition Authority against Ryanair is
concerned with this exact issue. We repeat our concern that it should not be
permissible for dominant airlines to foreclose competition between
intermediaries and their direct airline.com sales channels by abusing their
market power.

There is a clear need for legislators and enforcement authorities to step in. As
evidenced by the Italian Competition Authority’s action, competition enforcers
have started to recognize the issue. However, we believe this systemic problem,
which equally exists on the rail distribution market, requires a legislative solution
at EU level in the form of the Regulation on Multimodal Digital Mobility Services
(MDMS).
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https://en.agcm.it/en/media/press-releases/2023/9/A568
https://eutraveltech.eu/rail-ticketing-antitrust-authorities-finally-take-action-against-incumbents-anti-competitive-practices/
https://eutraveltech.eu/explainer-multimodal-digital-mobility-services-regulation/

Claim: “The market for GDS is oligopolistic and highly
concentrated: its main players are three companies:
Amadeus, Sabre, and Travelport. (..) This market power
together with their dominant position in different
geographical markets has historically caused antitrust
scrutiny on GDS operations and several legal challenges,
notably with airlines complaining about GDS’ alleged
anticompetitive practices”

Response: The “study” is incoherent and contradicts itself on this point. On the one
hand, the A4E report alleges, without any substantiation, that the GDS market is
an “oligopoly” and that “just three companies - Amadeus, Sabre and Travelport —
[control] over 90% of global GDS bookings.” On the other hand, the report
recognizes the increasing importance of aggregators, direct connects and
airline.com, such that GDS bookings only represent 20-25% of trips in the EU and
decreasing. Such a conclusion is inconsistent with any finding of market power,
market concentration or oligopoly. There are, according to the report, over 75
aggregators in the air ticket distribution market that, along with airlines’ direct
distribution and direct connects, exercise significant competitive pressure on
GDSs and all operate in the same market.

In addition, traditional GDS distribution is no longer a valid "relevant market" as it
may have been years ago when GDSs were the only source of carrier distribution.
Today, GDSs compete directly with airline.com, agency direct connect,
aggregators, and a growing number of distribution alternatives. GDS's are also
constrained by emerging NDC offer/order business models. While on the one hand
they fully support and have already built NDC offer/order capabilities for airlines,
airlines expect that NDC will be cheaper for them than the traditional
ATPCO/EDIFACT channel of distribution.

Furthermore, GDS practices have been the subject of legal challenges, including
in the EU, but to a much lesser extent than commercial practices of several airlines.
However, A4E itself acknowledges that the EU Commission closed its competition
investigation of Amadeus and Sabre without any finding of infringement of
competition rules.
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Claim: “This underscores the regulatory tension that has
long characterised the GDS competitive dynamics and that
ultimately led to the above-mentioned Code of Conduct,
one of the few instances in which the general antirust rules
of Art. 101 and 102 of the Treaty on the Functioning of the EU
(TFEU) have been complemented by a set of specific
principles at the sectoral level to try and limit the
proliferation of complaints.”

Response: This section entirely misconstrues the legal and economic background
of the CRS Code of Conduct. The Regulation was adopted mainly to combat self-
preferencing practices by airline groups who owned CRSs/GDSs at the time.
Airlines leveraged their dominance on the downstream distribution market to limit
competition on the upstream air travel market. Subsequently, airlines divested
from CRSs which removed the concern of vertically integrated abusing their
dominance on one market to hamper competition on a neighboring market, hence
why the European Commission is now considering repealing this legislation as part
of the MDMS initiative.

However, the original motivation of the CRS CoC has gained relevance again:
airline groups are now leveraging their dominant position on the upstream air
travel market to limit competition on the downstream air ticket distribution
through practices which A4E here openly acknowledges (GDS surcharges, refusals
to deal with OTA on fair terms, etc.). We thus agree that “a set of specific principles
at the sectoral level to try and limit the proliferation of complaints” has become
relevant again, which we hope the EU will take up in the form of the forthcoming
Regulation on Multimodal Digital Mobility Services.

Claim: “These newly introduced distribution charges have
become more widespread with time and vary from GDS to
GDS also based on GDS booking fees. Distribution charges
are typically modulated in a way to encourage TA to switch
to NDC and to provide further incentives for TA to
disintermediate GDS, as TA directly connecting with airlines
are exempt”
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Response: This section demonstrates the true intent of GDS surcharges imposed
by large airline groups: the gradual exclusion of GDSs from the air ticket
distribution market. With the introduction of GDS surcharges by carrier groups
such as Lufthansa Group and AF/KLM even for NDC-enabled content, the often-
cited argument that surcharges are intended to support NDC adoption is now
proven wrong. The exclusionary intent of surcharges is twofold: (1)
Disintermediating GDS leads to less comprehensive availability of content for
travel agents and OTAs and thus allows airlines to reduce the competitive
pressure on airline.com on the downstream distribution market; (2)
Disintermediating GDS allows carriers with significant market power on the route,
hub or national level to reduce the consumer visibility of their airline competitors,
thus reducing competitive pressure on the upstream passenger air travel market.

Claim: “As major carriers, however, gradually withdrew their
EDIFACT offers, GDS slowly had to introduce some NDC
capabilities. GDSs currently differ in the uptake of verified
NDC features and number of airlines’ NDC content
available. However, in general GDS still lag in terms of NDC
integration. (..) the much older legacy EDIFACT standard still
used by GDS is unable to cope with certain aspects, and is
thus more likely to present offers that are outdated or
bundled in ways that are out of line with qirline offers. For
OTAs reliant on GDS, this can manifest itself in offers that
change during the booking process, mismatches in the way
ticket options or ancillary services are presented, and / or
offers that less precisely meet consumer needs”

Response: It is a mischaracterization to say that GDSs are antagonistic to NDC. In
fact, GDSs are providers leading and pushing for the distribution of NDC as
quickly as it becomes available. Deployment of NDC is limited by two basic factors
on the airline side: (1) NDC is not in fact a harmonized standard, rather its
implementation varies strongly by airline, hampering its quick adoption across the
distribution value chain; (2) Airlines themselves are slow to adopt NDC as only ca.
30 airlines have completed adoption, while 50 are in various stages of
adoption/examination and more than 300 have not commenced the process.
Traxo’s tracker demonstrates the disjointed state of play regarding NDC
implementation by airlines. Finally, all airlines that have historically participated
in GDSs continue to distribute (some of) their content via GDSs on the basis of
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EDIFACT, in addition to some NDC content. Airlines have obligations with respect
to the accuracy of the content they make available to GDSs, so it is incorrect to
state that airline offers based on EDIFACT are outdated or would lead to errors or

mismatches.
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