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KALIBRI LABS, LLC
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algorithm to generate the Optimal Business Mix for individual hotels, revealing the 
most promising opportunities to pursue along with specific direction on how to 
find and convert them. The Hummingbird PXM revenue strategy and benchmarking 
platform also includes the industry’s most robust profiles for travel agent and OTA 
production. The Kalibri Labs database, updated monthly, is comprised of ADR, 
room revenue, room nights and acquisition costs from over 7 billion guest stays 
adding 100 million each month from over 33,000 hotels dating back more than 5 
years to give an expansive view of the U.S. hotel industry. Real estate developers, 
brokers and others involved in hotel transactions also use Kalibri Labs data to 
improve underwriting with a more granular view of each market and benchmarks 
and trendlines for both individual hotels and sub-markets for all U.S. metro areas.
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BACKGROUND

In 2016, many major hotel chains launched a series of campaigns aimed 
at consumers to join their loyalty programs and offered incentives to 
encourage them to “Book Direct” through the hotel company direct 
channels with an emphasis on their Brand.com website channel. There is a 
lot of interest at evaluating if the Book Direct campaigns have maintained 
their original pace and how the hotels fare two years later. 

THE ORIGINAL STUDY PUBLISHED IN 2017

A study, Book Direct Campaigns: The Costs & Benefits of Loyalty, was  
published by Kalibri Labs in November 2017 examining the period from  
May-December 2016 after the initial launch of various loyalty-based offers 
in the  market by close to 10 major hotel chains. The study evaluated 
the outcomes of  these campaigns in comparison to a statistical analysis 
of what would have  happened if the Book Direct campaigns were not 
launched. The rate of growth of OTA bookings declined while the Brand.
com bookings  accelerated. Those results demonstrated that the vast 
majority of hotels came out net positive based on a rising base of loyalty 
members  paying rates that were at a premium to the OTA rates in the same 
period. The overall shift toward direct bookings resulted in a channel mix 
that  yielded higher levels of profit contribution.

The original study, published in November 2017 reflecting transactions in  
the first year of the Book Direct campaigns, cited outcomes that showed 
that Brand.com loyalty bookings came in at 8.6% higher in ADR than 
OTA rates taking into account all discounts along with commissions and 
channel-related costs for both types of bookings.

Executive  
Summary
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THE HOTEL INDUSTRY’S LARGEST REVENUE PERFORMANCE 
DATABASE

Like the original study, the results of these campaigns were evaluated using  
the Kalibri Labs industrywide database which has grown to over 33,000
U.S. hotels and is updated monthly. The Kalibri Labs database of over 7 
billion  transactions is the only industry database with validated costs and 
daily rates, room nights and revenue from every individual booking, sourced 
directly from each contributing hotel company. Kalibri Labs aggregates 
and anonymizes the data for accurate reporting for distribution analysis 
and performance evaluation at a property, brand, chain and industry level. 
The Kalibri Labs database grows by 100 million transactions per month so 
it has a large sample to test the  theories around Book Direct campaigns. 
Comparing performance based on revenue net of customer acquisition 
costs is critical for an accurate assessment since some industry observers 
contend that when discounts and costs are accounted for, that the Book 
Direct loyalty member stays may be more expensive than traditional OTA 
stays.

Questions persist as to whether consumer behavior can be changed to shift  
more bookings toward the Brand.com channel and if so, to what degree 
and at what cost. Some articles published since 2016 comparing Loyalty 
Member Rates through Brand.com with OTA bookings relied on estimates 
and  hypothetical values and as a result, some have presented potentially 
misleading  findings. Without actual transaction and cost of acquisition 
data, it is not possible to accurately determine market outcomes but since 
the actual data is available to do this assessment in a thorough manner, this 
report will summarize  those findings. 

ACCOUNTING FOR DISCOUNTS AND PAID SEARCH

In evaluating the benefits of the Book Direct campaigns, some argued that 
the early results in 2016 reflected a bump in results in favor of Brand.com 
largely due to the novelty of the Book Direct campaigns and the nature 
of their offers. Many suggested that discounting and paid-search costs 
diminish the net value of a direct booking making it necessary to address 
these variables. In order to assess the outcomes as accurately as possible, 
both discounts and paid search media have been factored into this analysis.
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TRANSACTIONAL VS. LIFETIME VALUE ANALYSIS

As in 2016, many third-party vendors and operators continue to compare 
single stay transactions between the Brand.com and the OTA channels as 
though there was no future benefit from those customers who may recur 
and come back at a lower cost and/or a higher rate. While the analysis 
could be done in this way, it would be flawed if recurring stays are not 
considered. The concept called “Lifetime Value Analysis” is the basis 
for Loyalty programs and is grounded in the higher value of repeat 
business when compared to one-time stays. The assumption is that 
once a consumer participates in the loyalty program and recurs, that 
future stays in the same or a sister hotel will benefit the overall system by 
increasing volume and reducing costs. While consumers may stay multiple 
times independent of channel, as the loyalty membership grows, the repeat 
stays are more likely to be those of loyalty members. With the incentive built 
into the loyalty programs to book direct in order to get credit for bookings 
and to tap the conveniences afforded to members, most go directly to a 
brand website or app to consummate a booking with a lesser dependence 
on search engines or other third parties to build that loyalty base; some 
use the call center as well, another direct channel with a high percentage 
of loyalty contribution. Further, many one-time stayers in one hotel who 
are loyalty members may in fact be repeat stayers at a brand level, using 
multiple hotels within the brand. 

These Book Direct programs were purpose-built with the goal of growing 
the loyalty base of the brands to improve the number of recurring guests, 
whether they recur in the same hotel or in a sister hotel. When receiving 
business from an OTA channel, the hotel is less likely to observe repeat 
behavior and has to cycle through multiple guests without an expectation 
that the guest may come back to them or to sister hotels. In keeping 
with the OTA business model, guests using the OTA channel are strongly 
encouraged to return to the OTA channel by the vendor, however, they are 
given no incentive by the OTA to repeat at the same hotel or brand and if or 
when they are, it is likely the hotel or brand is paying an upcharge for that 
cooperative sales effort. 
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KEY TAKEAWAYS

1. Loyalty members represent the largest customer base for 
branded hotels in the U.S.

 The loyalty base for the hotel industry chains experienced rapid growth  
of 30-40% year-over-year from 2015 to 2016 when the Book Direct  
programs were first introduced; the pace has stabilized but continued at 
a healthy rate into 2018 that is still 2-5X the rate of growth from the pre- 
Book Direct period (before 2016). Almost half of the business in the U.S. 
branded hotels is derived from loyalty members. 

2. Brand.com has grown at the same rate or faster than the OTA 
channel 

 When compared to the contribution to occupancy from the OTA 
channel, the Brand.com channel maintained its growth running 
approximately 50% greater than the OTA bookings. The initial 
campaigns showed a rapid acceleration in 2016 and for the last two 
years, that pace has stabilized and maintained a steady gap to OTA 
growth. The increase for Brand.com is 50% more rooms  sold per 
month on average compared to OTA rooms sold per month during the 
same period. 

3. Net ADR for Brand.com loyalty bookings remain higher than Net 
ADR for OTA bookings

 The ADR for Member Rate/Loyalty bookings still reflects a solid 
premium  compared to OTA bookings after acquisition costs are 
removed and has grown to 9% in 2018, up from 8.6% in 2016. Even 
when tested for weekend/weekday and lead time differences, Net ADR 
for Brand.com loyalty bookings are higher in total, and for each chain 
scale.

4. Loyalty members yield better results for hotels and
  a better guest experience
 The loyalty base of business in a hotel serves as a foundation of 

business to which a hotel can supplement with groups, locally sourced 
and other ad hoc demand drivers to reach its targeted occupancy. 
When calculating the benefit of a recurring guest coming three times 
after an initial visit and comparing that to cycling through 4 different OTA 
customers, the average net benefit to a hotel using industry averages 
is approximately $65 per loyalty member. This economic advantage, in 
combination with enabling more personalized service, gives the hotels 
with a large recurring loyalty base an advantage over a third-party base 
and can contribute to a more tailored guest experience.
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FIGURE 1:

THE STUDY

This research initiative examines hotel stays over a period from January  
2016 through August 2018. Since the campaigns have been in the market 
for  over two years, this study looks at (1) the pattern of loyalty member 
growth and (2) the differences in average rates (ADR) net of booking costs. 
Any discounts given are accounted for by showing actual rates paid and 
the booking costs that are calculated include commissions, channel costs, 
transaction fees and loyalty fees charged by the hotel brands. Wholesale 
commissions are added back to Merchant model (net)* OTA bookings so 
the merchant, retail and Brand.com rates will all be comparable.

The study examines 19,000 hotels, all of which had loyalty programs in play 
in the market during this period. The hotels ranged from Economy through 
Luxury  chain scales and each scale was examined individually as well as in 
combination  across the U.S. in total.

There are just under 80 million transactions included in the sample over the 
period examined.   

Like in the original study published in November 2017, an analysis was 
conducted to illustrate the Lifetime Value Analysis by using industry average 
rates and costs for a loyalty member that recurs three times in comparison 
to an equal number of stays by multiple OTA guests. This data is updated to 
reflect the average values in 2018 for the same types of stays. 

*merchant model (or net) OTA bookings are those when the guest pays the OTA in advance 
of the stay and the OTA pays an agreed rate to the hotel and keeps the difference as their 
compensation. 

Loyalty Contribution - Total U.S.
Loyalty RNs as % of Total Room Nights
Trailing 12-month through September
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Almost three years after the launch of the first industry Book Direct 
loyalty  member programs, a study sample of 19,000 hotels and 80 million  
transactions provides conclusive evidence with some variation between  
hotels but a common pattern. The loyalty member campaigns have either  
strengthened or stabilized the growth rate of bookings through Brand.com  
while the OTA channel has either held steady or has somewhat decelerated.  
Both online channels are growing, but Brand.com is growing at a stable  
rate or faster maintaining the current position across the U.S. industry  
where Brand.com generates 50% more bookings on average to U.S. hotels 
than  the OTA channel. 

The Loyalty member rates through Brand.com deliver a 9%  premium to 
OTA bookings across U.S. hotels in terms of ADR net of booking costs 
(compared to 8.6% in 2016). Therefore, in most cases, Loyalty member 
bookings through Brand.com represent a more desirable opportunity than 
an OTA booking when a hotel is determining its Optimal Business Mix. The 
member  discounts offered as incentives over the last three years have 
declined from 5-10% when initiated in 2016 to closer to 2-5% in 2018. 
Even more fundamental to the sustainable profitability of the hotel industry, 
the purpose of the campaigns to grow a hotel’s loyalty base appears to 
have been achieved as the current average base of loyalty contribution is 
between 40-60% and is growing 2-5x faster than before these campaigns 
were introduced.

Beyond the transactional benefits of the programs in an initial stay, building 
this  powerful base of recurring guests leads to lower acquisition costs in 
subsequent stays. Since 2016, the benefits to loyalty club members have 
also expanded notably from rate discounts to conveniences through the 
brand mobile apps enabling services such as mobile check in, choose-your-
own-room, keyless entry and other guest services. This results in higher 
profit margins to hotels with less  reliance on discounting and a higher 
proportion of direct bookings through the  hotel apps with fewer bookings 
through metasearch. These digital services which continue to expand with 
a focus on improved guest experience offer the  potential for recurrence 
to the same or sister hotels within a brand further reducing the appeal of 
third-party booking vendors who cannot enhance the  guest experience 
while on site. It appears likely that these digitally delivered convenience-
based services will play a significant role in the ongoing competition  for the 
traveler’s attention during the shopping, buying and stay experience.

Conclusion 


