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FOREWORD

Online reputation has become a major factor in the
choosing of a hotel. Now, most travelers will use online
sources to review hotels and other tourism operators
during their decision making process.

Reviews are thought of as a trustworthy source of
information and travelers can form a better picture of the
property than they could by just looking at the official
marketing communication or asking their direct peers.
Needless to say, many factors (e.g. destination image and
attractivness, microlocation of the property, brand, market
positioning, service standards, etc.) contribute to hotel
performance, and in turn to their online reputation.

In this report we investigate whether a direct correlation
between hotel performance and its online reputation
really exists, in particular with relation to its ranking on
TripAdvisor as the leading global travel review site.

The report focuses on independent resort-type hotels
located along the eastern coast of the Adriatic, covering
the markets of Croatia and Montenegro.

In addition, we offer some tips and recommendations
that all hotel operators can follow to try and improve their

online reputation and corresponding RevPAR performance.
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GUEST INTERACTION THROUGH DIGITAL CHANNELS

Although the list of topics available online is essentially endless, travel and tourism remains one of the most popular for
consumers, and is an area where they are extremely active. In response to this increasing trend of ‘digital engagement’,
companies and brands along the tourism value chain — from airlines, cruise companies to independent and chain hotels,
from local to national tourism boards — have set up an official presence on most channels. Digital channels possess a
unique ability to engage, measure and create two-way dialogue between companies and their customers, but this can work
both ways.

As a vital componant of the travel and tourism industry, hotels are on the front line when it comes to customer interaction.
There are other, third party channels, outside of their control that also need to be managed. Of these, Trip Advisor is by far
the most significant.

When all the digital touch points are transferred into an unique guest experience, whether is it an innovative website
interface or a management response to a review, they create hotel online reputation.

Digital touch points of guest interaction with a hotel

PRE-STAY POST-STAY

Search engines Mobile app Review websites

In-room technology @ Social media

Hotel website

Online travel

. E-mail
agencies

Interactive screens
Review websites

Social media

E-mail
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In an increasingly digital world, online reputation has become one of the main factors directly influencing travelers’
decisions, thus impacting hotel performance. Serving as an example is the ever-growing importance of online reviews that
nowaday represent the main source of information for potential travelers, thus becoming the key word-of-mouth marketing
channel for hotels worldwide. A global study conducted by TripAdvisor confirms that hypothesis, where two of the top five
factors impacting accommodation decision are indeed a part of the overall online reputation.

Top 5 factors impacting decision when booking accommodation

96%
90% o
ﬁ 86% 86%
Price Ratings on a Reviews and Previous Proximity to
review site posts on experience key attractions
TripAdvisor

Source: TripBarometer March 2015, Global Travel Economy Report

With competition at an all-time high, hoteliers are fighting for guests. Whether they want to retain guests or attract new
ones, (pro)actively managing online reputation is of utmost importance if they want to be successful. It is a message
most hoteliers are aware of, since 73% stated that managing online reputation is very important for future business.
Consequently, online reputation management is to experience the biggest growth in investment, leaving behind other
marketing activities such as advertising and website traffic acquisition.

Online reputation management ranked as ‘very important’ Top 5 estimated growth of investment into hotel operating
for future of business activities in 2015
All businesses _ 73% Online reputation _ 60%
management
All hotels | 76% _
Small scale renovations 53%
All resorts | 77%
Advertising 51%
100+ room hotels |79%
Traffic acquisition 50%
Small hotels | 70% (SEO/SEM)
Inns / B&Bs |70% Staff training 47%

Source: TripBarometer March 2015, Global Travel Economy Report
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In the world of online reputation, TripAdvisor branded Hotels and similar establishments listed on TripAdvisor, in

sites make up the largest travel community in the world, thousands
reaching out to 375 million unique monthy users in 2015. /430\
In that sense, TripAdvisor continues to experience a strong U v

growth, after seeing a tremendous increase in the last two
years during which period the traffic to their website more

915 950 950
than doubled (+103%). 670 w2
Consequently, the number of hotels and similar
establishments listed on TripAdvisor experienced and
increase of 42% in under 3 years, resulting with close to 1

million commercial establishments listed on TripAdvisor in

2015." 2012 2013 2014 1Q2015 2Q 2015

Impressive as it is, it only confirms the fact that Source: TripAdvisor Annual Reports, Horwath HTL analysis

competition level is at an all time-high. Every guest review

and post counts, and only being listed on TripAdvisor or

similar website is not enough anymore. Hoteliers need

to actively manage their profile on TripAdvisor and other

review sites, as well as encourage their guests to leave

online reviews, all with the purpose of being ranked higher,

since it has direct influence on booking:

¢ Hotels ranked #10 on TripAdvisor book 10% more
room nights than hotels ranked #20;

¢ Hotels ranked #5 on TripAdvisor book 9% more
room nights than hotels ranked #10;

¢ Hotels ranked #2 on TripAdvisor book 7% more
room nights than hotels ranked #5;

¢ Hotels ranked #1 on TripAdvisor book 11% more
room nights than hotels ranked #2. 2

Average number of unique monthly users on TripAdvisor, in
millions

CH140%> !

340 375

315

2012 2013 2014 1Q2015 2Q 2015

Source: TripAdvisor Q1 & Q2 2105 results, Horwath HTL analysis

1- TripAdvisor 2Q 2015 Results, July 2015.
2 -TripAdvisor study reveals key factors driving hotel engagement,
Hotelmarketing.com
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THE IMPACT OF ONLINE REPUTATION ON HOTEL PERFORMANCE

Business Case: Hotels in the Eastern Adriatic

In order to analyse the correlation between hotel performance and its online reputation, during the summer of 2015
Horwath HTL conducted an analysis of hotels along the eastern coast of the Adriatic, covering the markets of Croatia and
Montenegro.

Achieved RevPAR was taken into account as a key indicator of hotel performance, sourcing data from Horwath Hotel
Industry Survey for Croatia and Montenegro. In terms of online reputation, scores and rankings from TripAdvisor as the
leading global travel review site were taken into account.

Over 110 resort-type hotels operating in more than 20 coastal destinations in both Croatia and Montenegro were
analysed. 47% of analysed hotels the fall within the budget and midscale segment (3*** and 2** hotels accoring to local
categorisation), followed by upper midscale hotels (4****) with 36% of the total sample size. Although upscale and luxury
hotels (5*****) represent only 17% of the total sample, they represent the majority of overall hotels number within this
segment in the region.

It is notable to mention that only 10% of hotels included in the sample are internationally branded, all of them falling within
upper midscale, upscale and luxury segments.

Report sample: Hotel segments and destinations

23

destination

47%

36%

o Umag Island of LoSinj Dubrovnik

17% Novigrad Island of Krk Cavtat
Paoreé Zadar Herceg Novi
Vrsar Biograd na moru Tivat
Rovinj Split Kotor
Pula Makarska Riviera Budva
Medulin Hvar Bar

Budget / Upper Upscale’/ Rabac Mijet

Midscale midscale Luxury

* Including upper upscale segment
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Budget and midscale segments

When compared with similar hotels in other European
regions, budget and midscale hotels on the eastern

coast of the Adriatic still have a lower level of physical
standards, with not one single property being affiliated to
an international brand. As a result, they cater primarely to
price-sensitive guests from Eastern European markets such
as Hungary, Slovakia or Czech Republic, with traditional
travel agencies and tour operators representing primary
distribution channels.

Therefore, when talking about budget and midscale
hotels, hotel’s online reputation does not have a significant
influence on it’s performance. Still, a 0,1 increase on
TripAdvisor score can potentially impact hotel’s RevPAR
with 0,9 EUR increase.

Upper midscale segment

With a 17% increase in total bed capacity during the last
2 years in Croatia, and 40% in Montenegro, the upper
midscale segment experienced the biggest growth among
all segments. Due to the high level of competition with
low level of diversification among the hotels within the
segment, 65% of hotels within the upper midscale hotels
sample have TripAdvisor score within the range 4.0 — 4.4.
As a result, the potential impact of TripAdvisor score on
hotel performance is quite low, with 0,1 point increase
resulting with 1,6 EUR RevPAR growth.

Upscale and luxury segments

On top of being the leading global review site, TripAdvisor
is also the leading review site for luxury hotels - 53% of

all reviews on luxury hotels globally are produced on
TripAdvisor. 3

As different studies have shown, affluent travelers are
becoming value-conscious consumers. Besides searching
for an exceptional experience, they are weighing up what
something costs versus what it is really worth to them,
aiming to get the best value for their money.

This coincides with our findings, showing that hotels
within this segment are most online reputation sensitive.
Analysis has shown that a 0,1 point increase on TripAdvisor
score can potentially impact hotel’s RevPAR with 7,1 EUR
increase.

3 - The Luxury Traveller and Social Media 2013: The Americas, Brand
Karma
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Correlation between TripAdvisor scores and hotel
performance (RevPAR)
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Factors such as destination attractivness and image, microlocation of the property and hotel brand can impact hotel
performance much more than its online reputation. However, as shown in this report, there is indeed a corellation between
those two variables, the strongest one seen among upscale and luxury hotels. In the opposite direction, surely the pricing
strategy and value for money which hotel offers to the guests impact the online ranking of the hotel, which should be taken
into account when evaluating the above correlation.

Unlike many factors that potentially impact hotel performance, online reputation is something hoteliers can manage

- it is not a choice anymore, it is requirement. For hoteliers who are just starting to get a hold of it, here are several
recommendations that will give your online reputation management a kick start.

Tips and tricks on how to quickly improve hotel online reputation

PRE-STAY STAY POST-STAY

Manage property website

» Have up-to date website design
and user interface that's mobile
friendly

» Make sure that all media material
on the website is in high quality
(pictures, videos, brochures)

* Include social media tools on
your website (e.g. display ratings
and reviews, set up live feed from
social media platforms, etc.)

Manage hotel page across
different online channels

» Provide an official description of
the hotel

» Offer a complete list of hotel
amenities

* Upload large, high-quality
pictures of the property — choose
the best one as your primary
photo (the one image that
represents your business on one
channel)

Optimize search engines

» Constantly update hotel webiste
and its page on different channels
with new info (search engines
favor websites that are updated
regularly with lots of unique
content)

Display awards

» Put awards such as TripAdvisor's
Certificate of Excellence and
Travelers’ Choice on clearly
visible spots ( e.g. hotel entrance,
hotel lobby, reception desk) in
order to build awareness

Facilitate social media
engagement

» Set up and organise different
promotions and contests on
social media channels focusing
on guest benefits (e.g. free
drinks, dinner)

* Advise your employes to facilitate
guest enagagement on different
social media channels

» Install interactive screens with
LsSocial media live feed” across
the hotel

Proactively ask for feedback

* Advise your employes to
proactively, yet discretly, ask
guest to leave a review

* Install an interactive touch screen
at the reception that will provide
guests with an opportunity to
leave a review

Proactively ask for feedback

« In the signature of your email
provide a link that leads directly
to different social media pages of
your hotel

« If possible, send a ,Thank You for
staying with us” email, once again
asking them to leave a review

Manage your TripAdvisor

reviews

* Determine strategy for
responding to reviews ( e.g.
responding to every review,
focusing primarily on critical ones,
etc.) - always have a
management response amongst
the ten most recent reviews

« Each response to reviews will
add unique content to impress
search engines, as well as

impress fravelers with thoughtful
approach to customer relations

Facilitate social media

engagement

» Create and share interesting
content that will drive followers
engagement and interaction

= Set up and organise different

promotions through social media
channels (e.g. special discounts

and packages)

Maintain consistency accross various channels
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