
RETHINKING REVENUE 
STRATEGY

 Presented by

+

STRATEGY GUIDE

A Hotelier’s Guide to Thriving 
in an Era of Disruption



SKIFT + IDeaS REPORT            2RETHINKING REVENUE STRATEGY: A HOTELIER’S GUIDE TO THRIVING IN AN ERA OF DISRUPTION

TABLE OF CONTENTS

Introduction

Executive Letter

Barriers to Profit and Operational Excellence

Overcoming Revenue Barriers

Future-proof Your Hotel

The Waterfall Effect

Key Takeaways

ABOUT SKIFT

Skift is the largest industry intelligence 
platform, providing media coverage, insights, 
and marketing to key sectors of travel.

SkiftX is Skift’s in-house content marketing 
studio, working collaboratively with partners 
on integrated projects including webinars, 
video, research, and live events.

Visit skiftx.com to learn more or 
email skiftx@skift.com.
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ABOUT IDeaS

IDeaS, a SAS company, is the world’s leading 
provider of revenue management software 
and services. With 30 years of expertise, IDeaS 
drives better revenue for more than 10,000 
clients in 124 countries.

Combining industry knowledge with 
innovative, data-analytics technology, IDeaS 
creates sophisticated yet simple ways to 
empower revenue leaders with precise, 
automated decisions they can trust. Results 
delivered. Revenue transformed. Discover 
greater profitability at IDeaS.com.

http://skiftx.com
mailto:skiftx%40skift.com.?subject=
https://ideas.com/
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INTRODUCTION

Hospitality revenue management has historically functioned as an independent unit focused on optimizing room rates. Every free 

upgrade offered, loyalty point earned by a customer, discount offered by the marketing team, and meeting or group booking directly 

impacts the top and bottom line of the hotel –– to treat them as separate units would be a fallacy. 

Hospitality operations, including revenue management, must be digitized for hotels to thrive and grow in today’s travel ecosystem. 

However, not many companies are able to successfully transform their approaches to revenue management. 

The mandate for successful hotels is an integrated technology platform that enables key decision makers to have a unified view of the 

business as they make and implement all revenue-related decisions. 

This strategy guide provides an overview of current hospitality revenue challenges, explains how hotels can use digital transformation 

to counter these challenges, and contains a guide to the most important capabilities that every revenue team should have. 

“ 
Digital transformation is no longer a 

choice, it’s an essential driver of revenue, 

profit, and growth.

85%

3%

Companies regard digital 

transformation as crucial

Companies have completed a company-

wide digital transformation effort

Source: 2017 SAP report
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BARRIERS TO PROFIT AND 
OPERATIONAL EXCELLENCE 
The Evolving Hospitality Landscape
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The hospitality industry has grown steadily in the last few years. There’s now more demand, higher occupancy, and higher average 

daily room rates than ever before. But this top-line growth hasn’t had an equivalent impact on the bottom line for most hotels. 

Growth in the hospitality industry has become increasingly complex, and revenue managers’ roles have evolved significantly into key 

commercial leadership roles with ownership and influence over sales, marketing, distribution, operations, and technology. 

CURRENT CHALLENGES TO HOSPITALITY 
REVENUE MANAGEMENT
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CHANGING CONSUMER BEHAVIORS CREATE 
ROOM FOR MORE DISRUPTION IN HOSPITALITY

“ We’re seeing that some travelers are becoming 

much more frugal in their spending patterns, and 

even to an extent, corporates. A lot of travelers just 

want the basics and all the necessities — what we 

call ‘affordable luxury.’ They want a room that offers 

their essential needs, fast Wi-Fi, and somewhere 

to charge their iPads and work from a small desk if 

necessary. They don’t need a stacked minibar and 

other ancillary offerings such as day spas or 

numerous food and beverage options

The popularity of alternative accommodations 
continues to grow among millennials.

Value-conscious travelers are on the rise, and their 
expectations have changed. 

Source: Asia's Booming Pod Hotel Market Projected To Reach $266M - 

Why Are Travelers Downsizing? by Sharon Lam, Forbes, 2017

Source: Resonance Future of Millennial Travel Report, 2018

of millennials say that they regularly or occasionally 

use owner-direct rental services like Airbnb.

54%

of millennials say that a short-term apartment 

and/or condo rental is their preferred type of 

accommodation.

23%

Frank Sorgiovanni, 
Head of research in hotels and hospitality, Jones Lang LaSalle, Asia Pacific.
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INTENSE INDUSTRY COMPETITION THREATENS 
HOSPITALITY REVENUES AND PROFITS 
The hospitality industry is facing competition from increases in traditional and non-traditional inventory, as well as innovative 

accommodation types. 

• Innovative accommodation types disrupt the hospitality landscape:

• New types of short-stay and extended-stay accommodations such as capsule hotels and accommodation provided by 

Sonder and Stay Alfred, for example, are growing in popularity.

• Disruptive business models such as Airbnb are expanding their influence.

• Traditional hotel inventory is growing globally.

https://www.forbes.com/sites/lamsharon/2017/09/17/capsule-hotels-sweeping-asia/#5e3e56dc76e9
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INNOVATIVE ACCOMMODATION CATEGORIES 
DISRUPT THE HOSPITALITY LANDSCAPE

The capsule hotel market is expected to continue to grow

Extended-stay market in Europe tracks high investment and high growth

Airbnb continues to grow in spite of increasing regulations

Source: Global Capsule Hotels Market Size, Status and Forecast 2022, Wise Guy Reports

Source: Savill’s European Extended Stay Market, 2018

Source:  Airbnb, 2018 | Arjun Kharpal CNBC, 2017

$226M$159M
2016 2022

were invested in the extended-stay 
market in 2017.

€260M
extended-stay units are forecast to 
be added in Europe by 2022.

13,000

35%191 +6M +
Airbnb listings worldwide countries with listings month on month listings growth 

at Airbnb in February 2017  
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670

90
45,700

150,000

TRADITIONAL HOTEL INVENTORY IS 
GROWING GLOBALLY

Top U.S. destinations will see an increase in traditional inventory in the 
next 12 months.

Source: Five Markets with the Most Hotel Construction, Lodging Magazine, 2018 

Top travel destinations in Asia Pacific will see unprecedented 
growth in room inventory. 

Source: HVS Market Snapshot: Asia Pacific, 2018

29,630
New York:

rooms 13,854
Dallas:

rooms

11,562
Houston:

rooms

Los Angeles:

14,249 rooms

Nashville:

12,322 rooms

China is expected to see  new hotels with 

approximately  keys by 2021.

Japan is expected to see  additional hotels with 

approximately keys by 2021.
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PROFIT MARGINS ARE SHRINKING
Hospitality industry profit margins are growing at a much slower pace than revenue and demand.

1.8%
2.1%3.9%Room revenue increased by  and room demand increased by  between 2017 and 2018. 

However, CBRE predicted that profit margins would grow only by  in the same period.

Source: Outlook Economic Review, March 2019 | CBRE, 2018

Source: Resortfeechecker.com, Feb 2019

Urban hotels have begun to charge resort fees to creatively increase profit margins. 

Resort fees, which have traditionally been charged by full-service resorts only, are helping offset costs for expected guest 

services such as free Wi-Fi and access to the hotel gym in urban hotels. These additional charges are directly helping hotels’ 

bottom lines.

Los Angeles

103 

New York City

57 

San Francisco

55 

Washington 
D.C.

29 

Dallas

13 
Atlanta

12 

Number of hotels 
charging resort fees
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EACH HOTEL REVENUE SOURCE OFTEN 
FUNCTIONS AS A SEPARATE BUSINESS UNIT
Each revenue source within a hotel is often treated as a siloed business unit with insufficient data sharing across services (parking, 

food and beverage, spa, fitness center, etc.). This means that teams aren’t able to leverage existing insights to sufficiently cross-sell, 

upsell, and personalize offers. 

“Silos exist between the different revenue-generating departments because each team is working vertically with their own standalone 

reporting tool, as opposed to benefiting from an integrated horizontal approach across all functions. These silos exist in spite of clear 

and strong interdepencies. For example, food and beverage teams can forecast better with a real-time link to the rooms forecast. This 

overall impact of degradation in forecast accuracy and operational inefficiency negatively impacts the bottom line.” –– Sanjay Nagalia, 

COO, IDeaS Revenue Solutions
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OVERCOMING REVENUE BARRIERS 
Digital Transformation Is the Only Way Forward
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35%

10%

7%

TRANSFORMATION IS A 
GROWTH IMPERATIVE

“ 
Digital transformation is a long-

term strategic business decision 

not a short-term technology 

move. It is a matter of survival.

Klaus Kohlmayr,
chief evangelist, IDeaS Revenue Solutions

 of travel industry executives said they 

believed that their organization was “behind” 

when it comes to digital transformation strategy.  

Large full-service hotels enjoyed a  

average increase in revenue per available room 

(RevPAR) after deploying advanced revenue 

management capabilities.

Midsize and limited service hotels show an 

average increase of  in RevPAR.

Source: Skift Digital Transformation Report, 2018

Source: The 2017 Smart Decision Guide to Hospitality Revenue 

Management, Starfleet Research

Source: Connecting the Dots, Ideas, Sabre, Starfleet
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Hotel Arts is a 185-room independent hotel in Calgary, Canada. Adopting the IDeaS G3 Revenue Management System transformed its 

revenue management strategy and improved its earnings significantly. 

CASE STUDY: 
DIGITAL TRANSFORMATION REVOLUTIONIZES 
HOTEL ARTS’ APPROACH TO REVENUE 
MANAGEMENT

Objectives

Solution

Results

• Create a more holistic revenue strategy, shifting away 

from manually pricing once a week and focusing just 

on the business traveler segment. 

• Forecast more accurately to better manage the 

bottom line. 

• Grow summer weekend business. 

The revenue strategy team at Hotel Arts deployed IDeaS 

G3 Revenue Management System not only because of 

its strong forecasting and analytics capabilities, but also 

because of the support the company offered before, 

during, and after implementation. 

90%

30%• Increased RevPAR by   
during summer weekends.

• “Enormous” lift on average daily 
rates, according to Hotel Arts 
revenue manager Kyle Strachan. 

• Over  occupancy rate 
during July and August.
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“ 
A new system encouraged us to shift our behaviors. Fighting the system would 

only mean that we’d still be pricing the same way we always had. The training 

and resources from IDeaS during and after implementation were extremely 

helpful. They taught us how and why to trust in the system’s outputs. Now, we’re 

strategically distributing lower rates where it will equate to more revenue. 

Without a tool like IDeaS and the confidence we have in its decisions, our lead-

ership would have never agreed to that strategy.

Kyle Strachan, 
revenue manager, Hotel Arts
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PROTECT, OPTIMIZE, AND 
MAXIMIZE YOUR REVENUE

The future of revenue management is having a central platform that 

treats price as one of the decision variables, along with key supply and 

demand influencers. This can be accomplished only with an agile and 

robust revenue management system that can:

Protect the earnings goal indiscriminately and across all 

revenue sources (such as rooms, food and beverage, and 

fitness classes).

Optimize earnings against channels (such as travel agencies 

versus direct) to improve margins.

Maximize earnings from each channel and each customer 

by implementing an intelligently targeted strategy.

Hotels must take a multi-pronged approach to digitizing their revenue 

management in order to truly benefit from today’s analytics, deep 

learning, and artificial intelligence technologies. 
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THE REVENUE MANAGEMENT LANDSCAPE IS 
BECOMING INCREASINGLY COMPLEX

52%

57%

Customers like having choice, hence optimizing profits is becoming more challenging. 

Customers are becoming more demanding –– they want relevance and personalization. 

52%
39%

In 2018,  of millennials  said they preferred to book their 

hotels via other travel agencies (OTA), and of millennials 

believe that it is not worth joining a loyalty program.

Source: Eran Feinstein, TravelDailyNews, 2018

57%  of U.S. travelers feel that brands should tailor their 

information based on personal preferences and past behaviors. 

Source: Think with Google, November 2017
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“ 
We need to blow up this idea that using legacy technology systems and following 

the status quo is ‘good enough.’ IDeaS automates pricing down to the individual rate 

code and room type, instead of centering all pricing around a single retail or BAR 

price point. This level of detail is crucial because true commercial optimization must 

consider a multiplicity of demand variables and respond to each accordingly. This 

level of adaptability and granularity gives us a more acute, real-time understanding 

of changing demand.

Calvin Anderson, 
head of commercial - USA - OYO (formerly with Red Lion Hotel Group)
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FUTURE-PROOF YOUR HOTEL  
Five Steps to Thriving in a Changing Ecosystem
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It’s easy to talk about digital transformation in broader terms: adopt 

the cloud, use artificial intelligence, deploy machine learning, and 

so on. However, understanding what that actually means for your 

business - and what exactly  you need to digitally transform - is much 

more challenging. 

In this section, we have demystified what “digitally transforming a 

business” would mean for the revenue management team and what 

benefits it would drive. 

DEMYSTIFYING DIGITAL 
TRANSFORMATION IN 
REVENUE MANAGEMENT

Digital transformation and automation 

is associated with taking jobs away 

from revenue managers. That is not 

true. It is all about what enables 

revenue managers to be more 

strategic, not worry about the day-to-

day, and do their job better.

“ 

David Wilker,
director of product, IDeaS Revenue Solutions
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Total revenue management was introduced by Hospitality 

Sales & Marketing Association International (HSMAI) in 

2012. This two-tiered approach to revenue management is 

more applicable and important now than ever before. The 

approach includes:

Optimizing revenue from each person. 

Optimizing revenue across all revenue sources 

and channels at the property. 

 

Today, total revenue management is a business imperative.  

STEP 1: 

SET HOLISTIC GOALS 
TO MAXIMIZE TOTAL 
TRIP VALUE
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Focus on Accuracy
The parameters used to forecast revenue three months 

away versus one month away should look significantly 

different. Therefore, a hotel’s forecasting system, apart 

from taking those parameters into account, must 

be able to identify the right forecasting model for a 

segment and deploy multiple models if needed in order 

to be accurate. 

Get Granular
With so many moving parts in revenue management, 

accuracy is greatly dependent on how granular the 

system can be. Revenue managers should be able to set 

clear rules for each market segment so that forecasting 

is extremely specific. 

STEP 2: 

ADOPT PRECISE 
FORECASTING FOR 
ACCURACY
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The data imperative for precise forecasting is to create a 

single, unified warehouse of internal and external data to 

implement analytics most effectively.

Use diagnostic and descriptive analytics to 

evaluate historical data and benchmark your 

hotel’s performance against past years and 

competition. 

Use predictive analytics to forecast optimum 

pricing and the best channel and inventory 

strategy against pre-set revenue goals and 

profit margin objectives. 

Deploy prescriptive analytics to generate 

revenue and customer insights by leveraging 

internal hotel and forward-looking market 

intelligence data. It can also help maximize 

revenue from the most valuable customers. 

Use Analytics for Precise 
Forecasting
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The ability to integrate never-before-accessible information, such as relationships 

between intent to book and pricing, will elevate a hotel’s demand forecast and ultimately 

its revenue opportunities.

It’s critical to our business that we have access to information easily, and IDeaS fits us in 

this way. Our hotels have a high number of room types in locations where room type really 

matters. We stand to gain a lot by using IDeaS in understanding how our rooms are being 

sold or bought and used by our customers.

“ 

“ 

Sanjay Nagalia, 
chief operating officer, IDeaS Revenue Solutions

Patricia Davis, 
vice president of sales, marketing and revenue 

management, Pivot Hotel Group 
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When a revenue manager reduces the average daily 

rate of a standard room to drive up occupancy, is 

increasing the price on a different night the only way 

to recover that margin? Or, are there cross-sell and 

upsell efficiencies to be had by looking at other revenue 

sources within the hotel? 

Can a 10 percent discount be offered for the buffet 

breakfast that will be served every morning anyway? Can 

the guest be enticed to book a service at the staffed, but 

empty, spa?

People and data silos must be collapsed in order to 

build a successful organization that is aligned and 

poised to take complete advantage of modern-day 

technologies.   

STEP 3: 

COLLAPSE THE 
DATA, STRATEGY, 
AND PEOPLE SILOS
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As the hospitality industry and revenue management teams 

continue to break down people and data silos, meeting and 

event booking is evolving as a priority. An event impacts 

revenue across all business units, be it parking, food and 

beverage, or room nights. 

Managers creating a comprehensive and inclusive revenue 

strategy must have a way to incorporate meeting and event 

booking into the forecasting and optimizing stages of their 

overall hotel revenue planning. 

Lapithus Hotel Group, a hotel management group located 

in the U.K., used Smart Space, a demand-based pricing 

platform for meetings and events from IDeaS. As a result, it 

increased its events conversion rate by 10 percent. 

Make Every Square Foot 
Earn for You
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Overall, we're looking to break down some of the barriers between revenue management 

and the other groups in the hotels. Everybody benefits from revenue management, so the 

more we can break down those walls, the more we'll be able to focus on overall profit 

optimization instead of doing that specifically in silos.

Our general managers and event managers have completely embraced Smart Space 

by IDeaS because they can see the clear benefits. And our revenue managers love 

that we have a solution that allows them to tap into the revenue potential meeting 

and event spaces have to offer. In addition, we’re getting a truly holistic view of 

revenue opportunities beyond guest rooms.

“ 

“ 

Sanjay Nagalia, 
chief operating officer, IDeaS Revenue Solutions

Sheena O'Mahony, 
commercial director, Lapithus Hotel Group
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In order to set the right revenue strategy, revenue 

managers need visibility into diverse data sets (internal 

data, market intelligence, competitor data), micro and 

macro trends (weather changes, sociopolitical ongoings, 

guest review scores), available inventory, and current 

demand, among other things. Once the revenue strategy 

is set, it must be deployed across multiple channels. 

The future of revenue management is for managers to 

be able to automate the mundane tasks (such as visiting 

different sources for different data sets or manually 

updating prices for each distribution channel), so that 

they can focus on the larger strategic objectives for the 

business. 

Whether managing a 100-room property or a 500-room 

property, automation with sufficient strategic guidance 

is the future.

STEP 4: 

AUTOMATE BUT 
CONTROL THE OVER-
ARCHING STRATEGY
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A smart revenue management system should help revenue managers 

automate certain elements, provide more flexibility, and connect them with multiple part-

ners –  both on the demand and supply sides – to drive real efficiency so that they can focus 

more strategically on the big picture, instead of the tactical tasks.

Our competitors are still doing what I did before implementing G3: spending 

a couple of hours a day manually changing rates and reviewing rate shops. 

Without needing to do that, I can focus more time on other aspects of the 

business that drive revenue.

“ 

“ 

David Wilker, 
director, product management, IDeaS Revenue Solutions

Darren Simpson, 
general manager, The Burrard Hotel 
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There is an increasing amount of uncertainty when it comes to travel 

behavior: weather patterns, unexplained demand fluctuations, and 

political upheaval. A reactive revenue strategy based on tactical price 

optimization alone puts your revenue at risk. 

Hotels of the future need a decision system –– one that allows 

them to be as specific or as broad as needed. It is no longer about 

changing your room prices in response to competitor pricing, but 

about optimizing revenue against individuals and across all revenue 

sources at the hotel. 

Futuristic revenue management systems use price optimization 

as an element of their revenue strategies, along with inventory, 

distribution, overbooking, and upsell and cross-sell strategies to 

create an overall agile revenue management strategy. 

STEP 5: 

IMPLEMENT INTELLIGENT 
REVENUE MANAGEMENT
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Whether it’s managing one property onsite — or 10 properties 

remotely — ideal pricing offers hotels a robust and fully 

automated approach to revenue management that helps with 

transient pricing, group business of all shapes and sizes, and 

even catering business. Ideal pricing gives hotels complete 

flexibility to select a pricing methodology that not only meets 

the technical requirements of their selling systems, but also 

supports each property’s unique business goals.

Ideal pricing incorporates inventory controls that enables hotels 

to maximize revenue by room type across all business units, 

resulting in efficient use of inventory that enhances shoulder-

night business and reduces slow periods. 

These flexible pricing options include daily pricing, length of 

stay pricing, and continuous pricing that allows hotels, like The 

Breakers Palm Beach, to get as close to the exact analytically 

optimal price as possible. Whether a hotel is optimizing their 

publicly available rates, loyalty programs, corporate-negotiated 

prices, whole sales groups and beyond, Ideal pricing provides 

the ideal price to the ideal guest at the ideal time.

Ideal Pricing Is the New 
Standard

“ 
We didn’t have visibility across our 

20+ room types previously. The 

visibility we have with IDeaS G3 

Revenue Management System lets 

us identify opportunities to sell 

upgraded suites rather than 

oversell our lead-in rooms. It 

provides clarity instantly, and the 

results are amazing.

Jessica Fleisher, 
director of business intelligence, The Breakers Palm Beach
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We are constantly watching to ensure that there is absolute transparency in all analytics-driven 

processes and in the system in general. The last thing we want is a black box where a bunch of 

numbers go in and then a price comes out, and the revenue managers don’t understand how that 

happened. The more features, complexity, and analytics we introduce, the more time we spend 

to make sure that we're creating an experience that a revenue manager feels comfortable with.

We’ve grown to trust what the system is recommending and what IDeaS is advising 

us to do. Since implementing IDeaS RMS, we don’t have to waste time managing 

rates manually. We can use that time to make more strategic decisions.

“ 

“ 

Sanjay Nagalia, 
director, product management, IDeaS Revenue Solutions

Michelle Carpenter-Greer, 
director of revenue, Hazelton Hotel



SKIFT + IDeaS REPORT            35RETHINKING REVENUE STRATEGY: A HOTELIER’S GUIDE TO THRIVING IN AN ERA OF DISRUPTION

THE WATERFALL EFFECT
How Precise Forecasting and an Intelligent 
Revenue Strategy Supports Other Departments
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Apart from connecting the different revenue sources at the hotel, 

a smart revenue management strategy provides valuable insights 

into guest behavior and helps with setting up operating plans and 

budgets for other departments. 

In fact, at IDeaS, the product team has already started 

implementing the current systems to improve efficiency for other 

operational tasks. 

“I think one place where we've been creating some of that 

alignment is around leveraging the revenue management system 

to create budgets and financial forecasts,” noted David Wilker, 

director, product management, IDeaS Revenue Solutions.

USING REVENUE 
STRATEGY TO ASSIST 
OTHER DEPARTMENTS
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In spite of overall growth in the travel industry, revenue and profit 

margins for hospitality companies are under constant attack. 

Changing consumer behavior, intense competition from traditional 

and disruptive new businesses, internal inefficiencies because of 

departmental and data silos, and the increasing complexity of 

predicting revenue has forced revenue managers’ roles to evolve. 

Today, revenue managers aren’t just responsible for optimizing 

occupancy and average daily room rates. They have a growing 

influence over groups business, meetings, food and beverage, and 

other departments within a hotel. Given the broadening scope of 

revenue management, an integrated revenue management platform 

has become imperative for success. 

Revenue management systems must be able to review performance 

across all departments and provide actionable insights to decision 

makers, help automate tactical activities, and ensure that revenue 

and profits are being maximized against trip values not individual 

departments. 

The industry must move away from reactive price optimization and 

adopt proactive total revenue management, taking advantage of 

analytics and artificial intelligence to make the business more resilient 

to unforeseen changes and drive long-term growth and profits. 

KEY TAKEAWAYS




