Booking.com CEQ Gillian Tans
by doing what it h
a

N

’ ( illl

N
TR RN

U RTNT.

%
|

52 INSIGNIAM QUARTERLY |  Fall 2016
INSIGNIAM QUARTERLY COPYRIGHT © INSIGNIAM HOLDING LLC. FALL 2016
ALL RIGHTS RESERVED. REPRINTED WITH PERMISSION.



you were going to choose
a poster child for modern
business disruption, Airbnb

says her company can deflect all threats

as always done: empowering employees would certainly make the
. . . short list. According to The

I’1C| fOCUS| I’]g on COﬂtI nuous Im provemeﬂt. Wall Street Journal, the com-
pany currently has a $25.5

BY SARAH FISTER GALE billion valuation. To put

that in perspective, Marri-

ott, which manages more

than 4,000 hotels, is valued

more than $4 billion lower.

! Airbnb’s rapid incursion and the growth of

j the broader home-sharing

. economy have companies
N | 4 acting fast to grab a portion
of the market: Last No-
vember, Expedia made its

3 - = H
wowe ol S | II biggest-ever corporate ac-
bt . quisition, purchasing holiday
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rental platform HomeAway
for $3.9 billion.

None of this seems to
worry Gillian Tans, CEO of
the world’s largest accom- "The
modation booking website,

marketplace

Booking.com. The company |
has been around since the IS always

dawn of the internet age changing' and
(see “A History of Disrup- if you aren't

tion” on Page 54) and is con- il ht
fident that its long-standing aglie enough to

innovation-oriented culture reSPOI‘Id, you
of employee empowerment  Wwon't be able

and commitment to re- to change with
search-based decision-mak-
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: "
ing gives it an advantage over the times.
competitors new and old. —Gillian Tans, CEO,

“It is important as a busi-  Booking.com

ness to always stay agile,”

says Ms. Tans, who was named CEO in April.
“The marketplace is always changing, and
if you aren't agile enough to respond, you
won't be able to change with the times.”

An Empowered Culture
One of Booking.com’s key tenets is to create
a frictionless experience for each and every
customer who uses its service. According to
Ms. Tans, delivering on that goal has meant
developing a culture where employees are
encouraged to continuously look for ways
to improve the customer experience at every
point in the travel journey.

The company’s recruiting team actively
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“"We try to

put decision-
making as low
as possible in
the organization
SO we can move
quickly. If you
have to go all
the way to the
top to approve
every decision,
it slows
everything
down.”

—Gillian Tans
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Booking.com began in the Netherlands in
1996, offering online accommodation booking
to Dutch travelers. When CEO Gillian Tans
joined the company as COO in 2002, it had
just a handful of employees—mostly software
engineers—and about 300 customers, mostly
in Holland. But from the start, Booking.com
took a different approach than most of the
booking websites of the day (or even of
today) by adopting an agency (pay at the
property) model of service instead of the
merchant (pay upon booking) model.

According to travel news and information
site Skift, “Using a Booking.com extranet,
hotels could set their own rates and room
allocations, and collect payment from guests
at the property. Commissions to Booking.com
started at 12 percent instead of the 25 per-
cent to 30 percent margins given to the other
[online travel agencies] and having to wait
months to collect on prepaid bookings.”

This helped the company skip cumber-
some negotiations between properties,
which, according to Skift, often led to
disagreements and lengthy discussions over
issues such as brand standards, rate parity,
search results display and room allocations.

“We've always been disruptive,” says Ms.
Tans, pointing to the fact that Booking.com
began online in 1996 when everyone else
was still brick and mortar. This approach
is what ultimately made it an attractive
acquisition for the Priceline Group. In 2005,
the company was acquired for $135 million by
the U.S.-based organization. Today, Booking.
com is the largest accommodation booking
site in the world and Priceline’s biggest brand
by far. In fact, the acquisition of Booking.
com is largely credited for Priceline’s current
success—its profits grew from $10 million
in 2003 to $9.2 billion by 2015. Boasting
relationships with more than 970,000
properties, Booking.com books almost twice
as many rooms per night as its next biggest
competitor, Expedia.
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seeks out entrepreneurial employees who
are not afraid to constantly suggest what
they could do better—and then to do it. “It’s
all about empowerment,” Ms. Tans says.
Booking.com has a relatively flat hierarchy
of self-steering teams expected to make their
own decisions. “We try to put decision-mak-
ing as low as possible in the organization so
we can move quickly,” she says. “If you have
to go all the way to the top to approve every
decision, it slows everything down.”

This decentralized approach can lead to
failures, but Ms. Tans sees that as essential to
what Booking.com does as a tech company.
“The quickest way to innovate successfully is
to make lots of little mistakes on your way
to getting it right,” she says. “If you're afraid
of failure or getting it wrong, you'll never
truly innovate or disrupt the market. You’ll
never test out those crazy, off-the-wall ideas
that may actually be genius and make your
product better for your customers. We cel-
ebrate failure at Booking.com because it’s a
moment for us all to learn.”

This empowered culture also helps recruit
tech professionals, who can be notoriously
difficult to attract in the current war for I'T
talent. “It helps that we aren’t based in Sili-
con Valley, where everyone is fighting for the
same people,” Ms. Tans says. The compa-
ny’s chief technology officer says he spends
roughly 30 percent of his time on recruiting
efforts to be sure the company can find and
keep the best people.

Booking.com’s global recruiting efforts
have resulted in a workplace with more than
85 nationalities at the Amsterdam headquar-
ters alone. “Our diverse and international
workforce is representative of our business,”
Ms. Tans says. The company has also invested
in having local talent on the ground to build
partnerships with accommodation providers.

ALL RIGHTS RESERVED. REPRINTED WITH PERMISSION.

FALL 2016



[T e

INSIGNIAM QUARTERLY

Even if you think you know what the customer
wants, you need to follow what they actually do to
be sure. When you make decisions based on data,
you can trust that you've made the right choice.”

—Gillian Tans
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These teams are better able to understand the
unique cultural demands of travelers from
different countries and discuss ideas for how
each website can and should work for those
different countries and cultures.

Test to Be Sure
To ensure all the choices being made by its
self-governing project teams align with strate-
gic goals, the company relies on technology
and data analytics.

Booking.com tests every choice it makes
on the site, Ms. Tans says, from big decisions
about which properties to feature on the
home page and what kinds of content to of-
fer travelers, to smaller choices like where to
put a button on the page and what color that
button should be. Ms. Tans estimates the de-
velopment team runs up to 1,000 such experi-
ments on the site daily. “We didn’t just build a
beautiful website and put it online,” she says.
“We are constantly looking for ways to im-
prove it. It’s important to always focus on data
and what is measurable.”

Every choice starts with an A/B testing ex-
periment: Two options are tested on the site,
then data is tracked regarding how customers
responded to each option and analyzed to de-
termine which one (if either) led to “positive
conversions”—i.e., whether one choice drove
more bookings than the other. This test meth-
odology is critical, Ms. Tans says. “If you have
10 good ideas, but only one of them is going
to succeed, the chance that you will make the
wrong decision is pretty big. We have always
believed that it is better to take a lot of small
steps to see what works.”

Some seemingly good ideas just do not pass
the tests. For example, early on, executives
were convinced the site needed a live chat fea-
ture, but when they tested it on the site, no one
used it. Similarly, many partnering properties
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Global
Dominance

For the fourth year ina
row, Booking.com is the
world's most popular
website for booking
accommodation. Here is
the breakdown across
select countries.

Thailand

1. Booking.com
2. Agoda.com
3. Expedia

4. Hotelbeds
5. GTA

United Kingdom

1. Booking.com

2. Expedia

3. TheBookingButton
4. LateRooms.com
5. Agoda.com

Spain

1. Booking.com
2. Expedia

3. Hotelbeds
4.GTA

5. Grupo Hotusa

Germany

1. Booking.com
2.HRS

3. Expedia

4. Hotelbeds

5. TheBookingButton

Australia

1. Booking.com

2. Expedia

3. TheBookingButton
4. Wotif

5. Agoda.com
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wanted the site to feature videos showing off
their properties. But during testing, customers
did not watch them. “It made sense based on
how long people want to spend on the site,”
Ms. Tans says. Not only did the testing help
Booking.com determine video was not a good
choice for the business model, but it also helped
them prove to property owners that video was
not the best way to drive business.

“Even if you think you know what the cus-
tomer wants, you need to follow what they
actually do to be sure,” she says. “When you
make decisions based on data, you can trust
that you've made the right choice.”

Ultimately, this self-driving culture and
data-driven approach shapes Booking.com’s
home-sharing offerings. Ms. Tans says Book-
ing.com has a smoother booking process than
sites like Airbnb, with features such as instant-
ly accessible room availability so customers
can book on demand rather than have to wait
to hear from property owners whether their
shared space is open. That is especially im-
portant in a mobile booking environment, she
says. “If you are booking a room via mobile,
you don’t want to wait around.”

Today, Booking.com offers more than
6.6 million bookable rooms in “non-hotel”
options, including villas, homes and apart-
ments, compared to Airbnb’s 2 million loca-
tions. Yet, despite these numbers, Booking.
com cannot afford to rest on its laurels. The
competition remains fierce. “In terms of the
global market for accommodation, there
are still so many amazing stays out there to
bring to our customers,” Ms. Tans says. “The
key to powering our ongoing growth and ex-
ceeding traveler expectations is to leverage
technology to innovate in new ways so that
we can continue to source diverse accom-
modation options of every possible kind in
a smart, scalable way.” 1Q
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