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1 Sabre or Apollo 2 Minimum length of stay, close out, etc.
3 Credit card... 4 Rooms on the books
5 Backbone of revenue management decisions 6 Front desk opportunity to increase rate
7 Rate with restrictions 8 Best available rate or...
9 10% off rate of the day 10 Part of forecasting
11 Guest who is not flexible 12 How quickly a market segment books
13 Average rate x rooms sold 14 The most important step in the revenue mgt process
15 Non-contracted guest 16 Formula for rate and occupancy
17 The most expensive item in the hotel 18 To know your market, you need to know your...
19 Restriction 20 The rate paid over a given day
21 Regulate length of stay 22 Will not pay the rate
23 An industry using Yield Management 24 Revenue above and beyond what was planned



Diamond Edge Revenue Management for the Management Team—Limited Service Properties

Index

Introduction
Introduction 7
Launching the Program 8
Empowerment. Set Expectations 9
Blameless Error. An Opportunity to Coach! 10
Winning the Moments of Truth 11
Introduction to Revenue Management............ccccoooeviiiieiicnie e, 13
OBJECTIVES. ... ettt 13
How do you Increase ROOM REVENUE?.............cooiviiiiiiiiiiis e 14
What is Revenue Management?........cccooviiiiieiiiie i 14
Benefits of Effective Revenue Management................cccoovvveviivieiinie i 15
What Conditions are Needed to Make Revenue Management Valuable....... 16
Maximizing REVENUE IN 3WaAYS.........cccoeei e 17
The Economic Stuff: Supply and Demand Definitions................ccccccoovvvnenne 17
What if I Sl s 18
What are Four Key Factors for Effective Revenue Management?.................. 19
Industries Utilizing Revenue Management.............ccccooovvvenieiiicnic e 19
Revenue Management COMPONENTS..........ccooiiiiiiiiiiie i 19
The Small Hotel. Case StUAY #1..........cccooiiiiiiiiiiiiiie e 20
The Goal of Revenue Management............cocvoiiviiiieiiiie e 23
The Revenue Management PrOCESS. ..........cooviiiiiiiiiieeiieeie et 24
SUIMIMIBIY ...ttt 25
Revenue Management TriVIA..........c..oovviiiiiiiii e 26
WhO are YOUF CUSTOMEIS? ....cooiiiiiiiiiiiei et 27
OBJECHIVES. ... it 27
What Determings PriCE?.........coiii i 27
Market SEgMENTALION............ociiiiie e 27
Market Segments Defined: Transient, Contracted Rates, Groups, Linked Groups 28
Which Market Segment and When?...........ccocoviiiinnien s 29
Mixing Revenue Management and PriCing.............cccoooviiiiiiniiieiie i 29
Welcome To The Price ISRIGNT...........ccooiiiiiii e 30
Your FOCUS IS ON the TranSieNt..........coooviiiiiiiiie s 31
RESEAICR ... 33
OBJECTIVES. ...ttt 33
T PAST.....oe et 33
The Daily Control Sheet..........coocvi i 33
The Transient Trends Analysis FOrm...........cccoccoviiie e, 35
THE PIrESENT.....c.eiiieee e 38
Fulfilled Demand...........ccooiiiiiiiiiii e 38
2700 141 [0 [ =T SR 38
Pace of BUIld EXEICISe #1.........c..ooiiiiiiiiieiiie e 39
Pace of BUild EXErciSe #2..........ccciiiiiiiiiiiiie e 40
Unfulfilled Demand.............coooiiiiiiii e 45
Denials and REQIetS.........covviiiiiiiii s 45
Variables to Consider When Managing Yield..............ccccooviiiinnns 46
GrOUP PICK UP . s 46

ComMPELItION ANAIYSIS. .....c.coieiieeieieeee e 47



Diamond Edge Revenue Management for the Management Team—Limited Service Properties

Index
TIRE FULUIE. ... et s 48
0010 1] T T R 49
FOFECAST. ... e e 51
Monthly Forecast WOrkSheet............ooov oo 52
IMPIEeMENT RESTIICTIONS. ...t 55
OBJECTIVES. ...t 55
RAE RESIIICHIONS. ... eiitiiieciece ettt s saenee e srn e sre e 55
StAY RESIIICHIONS. ...ttt 55
INVENTONY ... 56
ClOSE OULS....ceiiiieiteriet ettt bbbt sb b 56
SEH TRFOUGN ... 56
Forecasting LOW Deman ............ccoooueiieiieieiie ettt 57
Forecasting High Demand............cccoii e e 57
Forecasting EXCess Demand..........ccccovviireieenienir e eesee et 57
TeStING RESTFICHIONS. ... .ccii et nre e e e e 58
Revenue Management Restrictions. Possible Answers. What to Say............... 66
Thrill of the Fill ChecKIiSt... ... 67
The Peaks and Valley's... ... s 69
Duration CoNtrol. EXEICISE L.........ccvviiiiiiiiiiiee et 69
Duration CoNtrol. EXEICISE 2.........cccviiiiii i 70
Duration Control. Exercise 3. Situation L..........c.cccoccviiiiiniiii e 70
Duration Control. Exercise 3. Situation 2............cccccoieviiniiiiii i 71
The Thrill of the Fill EXEICISE..........coiiiiiiiie e 72
ANALYZE & AJUSL... ... 75
The Daily Control SNEEL...... ... 75
The Transient Trends AnalysisS FOrM...........cccooiiiin e 75
The Competition ANalySiS FOMM...........ccooiiiiiiii e 76
Strategies anNd TACLICS.........civviiiii i 76
REVENUE STIatEUIES. .. .....eiiiiiiiiiiie et 76
Go Team Go. Revenue Goals, Tactics, Measurements............ccvvvevvvvvivnnnninnns 77
GrOUP ANAIYSIS. ... i 78
OBJECTIVES. .. ... s 78
Group Parameters: Room Nightsand Rates...............ccccovviiiiiiieiiicice 78
EXEICISE Luuiiiiiiii i e e e e e 78
INCremMENtal REVENUE...........cooviii ittt 82
ODJECLIVES. ... et 82
INncremental REVENUE?..........cooiiiii s 82
Recognizing and Managing Opportunities............cccccevvveiiee e 82
EXEICISE L.t 82
EXEICISE l..oc e e 83
HOW DO We MEASUIE UP?......ooie ettt tee e e et esree e e 84
OBJECTIVE. ...t 84
Backcasting Benchmarks. ... 85
Backcasting Measurement TOOIS..........cccoiiiiriiiiiiiee e 85
Performance FOrMUIAS. ..........covviiiiiiie e 85

Revenue Management FOrMUIAS.............ccoiiiiiiiiiii i 85



Diamond Edge Revenue Management for the Management Team—Limited Service Properties

Index
COoMPELITIVE ANAIYSIS. .....ccivviee it 86
MAFKEISNAIE. ... ..o s 86
Competitive Marketplace, EXercise l..........ccccovoiiiiiiiiiiiiee e 86
Competitive Marketplace, Exercise l...............cccooiviiiiiii 88
Competitive Marketplace, Exercise HI............ccocooiiiiiiiie 88
MEASUIE ThE PrOCESS. ... eeiiiieeie et 89
More Measurement TOOIS.........c.ccooviviiiiiie e 89
Equivalent OCCUPANCY %0..........cuiiiiiiiiiiiiie e 90
A Short Discussion of Marginal (Incremental) Costs...............cccooeeiiiiine 91
Revenue Management Day tO Day.........cccccccoiiiiiiiiiiiiiiie e 93
Your Revenue Management GOoal.............cccoovvviiiiiiiiie e 93
The WOrIA OF RALES.........coiiiiiiiie e 94
What Rates dO WE QUOLE?.........ooiiee ettt e et eabe e e 95
Which Room Type Becomes your Rate of the Day?.........ccccccevveivievin i cveesiiens 96
Applying the Rate of the Day to your Rate Structure..............ccccccccoiviie i 96
A Common Request—Wedding BIocK.............ccocociiiniiii 97
A Common Request—SpPOort TEAMS...........oocvviiiiiiiiiii e 97
A Common ReqUEST—GIOUP TOUN .......coouuiiiiiiiiii et 98
Staying Connected to the COMPELITION............cccviiiiiiiiii e 100
Promoting Effective Revenue Management............cccccovoviiniiiieiin i 101
OBJECTIVES. ...t s 101
INCENTIVES ..ot ettt e ettt e et e et e nnee e 101
Sales and Reservations INCENTIVE............cccooviiiiiiiiie e 101
Making the Sale in Combination with Revenue Management..................... 102
WRAE TO SAY....o it 102
Sample INCENTIVE Plan...........ccco oo 103
The Revenue Management Meeting............cccoevviviiiieeii e 106
O JECHIVES. ... e e e 106
Who Makes Up The Team? The Stake-Holders..............cccccoviiiiiiiiiiin i 106
Qualities of a Good Revenue Manager............cccveiiiniiiee e 106
Y Y2/ 1==3 ] o ST UT 106
Questions to Ask in your Revenue Management Meeting................ccoeeene 107
Suggested Agenda for Revenue Management Meeting............ccccovvcveennen. 108
The Web—How do you Fit IN?........cooiiii e 109
Connectivity Of All SYSTEMIS.........oiiiiiiiii s 109
Decision MaKing MOdEL............cc.ooiiiiiiiii i 110
MOIFE REVENUE TABAS. ... .ccvviiiiiiiiie et 110
Marketing and GDS SYSIEMS..........coooiiiiiiiiiie e 110
Approaches to Yield Management — Computer SyStems.............cccovvveeeiiinnens 111
SOCIAl MeIia L0L...... e 112
REVIBW ... e 115
DIAMONG SAYS..... e 115

FINAL REVIEW ... e e ettt e e e e s 115



Diamond Edge Revenue Management for the Management Team—Limited Service Properties

Index

FOIIMNIS .. oo et
Personal ACTION Plan............cooiiiiiiii e 117
Block Space Pick-up Report by Month, Group TOUT ..........ccccoeiiiiiiiiiie e 118
Block Space Pick-up Report by Year, Group TOUF..........cccccoviiiiiiiiiniceie 119
COoMPELITION ANAIYSIS. ... .e ettt see s 120
Competitive Analysis, ROOM PriCe SUIVEY.............cccoiiiiiiiiiiiiiiic e 121
Competitive Analysis, Rate Platform.............cccoooiiiiiiiiie 122
Control SNEet, DAIlY.........cccveiiiiiiese e e 123
Daily Log, Revenue Management............coueveieieeeieieieeeesie e 124
Denial TraCking.........ccooiiiiiiii i 125
Denial Report, GUESTIOOM..........ccocvviiiiiie ittt 126
Pace of Build Within the Month and FULUre..............cccoooiiiiiiiiic e 128
PACE REPOIT......eiiiiiiie i e e e 129
Pace RepOrt, WEEKIY..........cooiiiiiie e e 130
Pace Within the Month and Reach..............cccooiiiiiii 131
ROOM FOrecast, 1O DAy .........cccouuiiiiiiiee et 132
Room Forecast, 30 Day Room, Monthly.............c....cociiiiii 133
Room Forecast Worksheet, Monthly.............ccooooiiriiiieee e 134
Room Forecast, Three MONth.............ooviiiiiiiii e 135
Room Forecast, Three Month Rolling, Actual vs. Forecast................cccocevveenn. 136
Transient Trends ANalySiS REPOIT.........cc.oiiiiiiiiiiieeeeeee e 137

APPENAICES. ...t e 138
Revenue Management Definitions...............ccccoviiiiii i 139
Revenue Management Idea Bank.............c..coocvoiiiiiii i 142
The Incremental Cost of Selling a GUESE ROOM..........c.ccccovviiiiviiiiiiici e 144
Revenue Management QUESTIONNAITE.............c.ceeiiiiieeii i 145
What Do you KNnow about your CUSTOMENS............eeeeiiiiiee e cirie e 149
When are Prices Established..............cccooi 149
Market ANAIYSIS EXEICISE. ........viiiiiiiieie ettt et e ae 151
FOCUS EXBICISE. ... vttt ettt ettt et ae e ene e e ereeas 153

Revenue Management CroSSWOrd ANSWENS. ............oiviiiiirieeriiiie e e 155



Diamond Edge Revenue Management for the Management Team—Limited Service Properties

Introduction

Introduction

The methods used to determine hotel room rates have changed drastically over the last few
years. We have gone from opaque, static rate sheets format (as recently as 2005) to
transparent, dynamic rates being driven by the web.

In 2005, over 25% of all bookings were first being sourced on the internet. In 2006 this was
50% and the forecast for 2007 is for over 70%. The final booking may be on the telephone
but the guest has done internet research before placing the call. Prices now change month to
month, week to week, day to day, and hour to hour.

Where quotes to consortia were fixed, the industry is rapidly changing to a dynamic model
so that this important rate set will reflect rates being set by our properties.

Revenue Management is all about having the right room (product), at the right time, for the
right guest, at the right price, for the right length of time. In other words, Revenue
Management is about maximizing the hotel’s revenue opportunities.

To help you in your quest to maximize your opportunities in this new world, you need a
frontline team that is attuned to your needs.

e Guest Service Representatives (GSRs) need to know how to respond to:
« Positive/Negative reaction by guests to a particular package
e Information about the marketplace
e Aclient of the hotel or a client of another property who is unhappy
¢ A guest who has the potential to provide substantial business
e Your objectives should be to:
e Charge the room rates that conform to best Revenue Management practices
e Give the GSRs the tools they need to support your Revenue Management practices

Program Focus

This program focuses on Best Revenue Management Practices for your Management Team.
It will provide them with a working knowledge of the goals of Revenue Management, an
understanding of Revenue Management restrictions (definitions, implementation) and how
to support restrictions to maximize the success of the hotel.
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Support Material

We are providing you with this leader’s guide and a customizable participant’s guide to
maximize the effectiveness of this program. This training will teach your management team
the steps to increased revenue. A little support from you is all that it takes to keep the
program alive and working on your property.

Here’s what you will find in this guide:

e A complete operational foundation to revenue management. From gaining an
understanding as to what revenue management is to individual case studies to apply
what you have learned.

e Revenue Management definitions (pg 43).

e Strategies for launching the program at your property and keeping your team
motivated to continue to follow best Revenue Management practices long after they
have completed the program.

» Tips for completing the customizable Participant’s Guide.

e Questions to ask your staff as they move through the program. By testing them on the
knowledge they are gaining, it sends a clear message to them: the program is
important to you... and to the property.

Launching the Program

Like a movie blockbuster, the release of a new CD or book, a launch sets the tone for what is
to come. If Diamond Edge Revenue Management for the Management Team increases
RevPAR by as little as 1%, what would this mean to the property’s bottom line? How about 2
or 3%? How successful do you want the program to be? Try using these steps to realize the
full potential of Diamond Edge Revenue Management for the Management Team at your
property:

1. Determine what the benefit is of a program focusing on increasing RevPAR.

To be successful, hotels need to invest in their service teams. Such an investment has two
major benefits to the owner/manager.

First, a staff that feels they are valued will stay with the team which greatly reduces
employee turnover (a Cornell study put the value of this at over $5,694 per employee?).
The Business Week first-ever ranking of Customer Service Champs?2 noted that “despite
their differences, most of the names on our list share a few important traits. They
emphasize employee loyalty as much as customer loyalty, keeping their people happy
with generous benefits and perks.” We should be proud that there were three hotel chains
in the top 25 of this first ever list, Four Seasons Hotels (2), Ritz-Carlton (11) and JW
Marriott Hotels (22).

And second, it is easy to quantify the value of adding 1% to RevPar. For each $1,000,000
in room sales, this would generate $10,000 in additional revenue. Since there is virtually
no additional cost, all of this would drop to the bottom line. Think then of adding 2% or
3% to RevPAR. Can you afford not to?
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