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Running ShoeS,
Bears 

and Revenue Strategy.
A bear enters the tent of two campers, Jo and Jim. Jo immediately whips out her running shoes and has 

them on in a fash. Jim, looking both terrifed and perplexed, asks why she would be racing to get on her 

shoes, after all, she can't outrun the bear. To which Jo replies, “I don't need to outrun the bear; I only need 

to outrun you.”

The dynamics in the online marketplace have triggered a 

cascade of issues within the hospitality industry that affect many 

areas including organizational structure, the business acquisition 

disciplines, performance evaluation with a focus on proft con-

tribution and costs, deployment of sales, the approach to price 

optimization, the nature of technology in use and the overall role 

of data. These issues are elements of the emerging discipline of 

revenue strategy that will be explored in this article.

Highlights of Changes in the Online Marketplace

It’s the end of the world as we know it. There are many 

companies who want to help fll up hotels now. Any part of the 

flling of hotels that has a value will be a target for intermedia-

tion. Hotel shopping and buying, the arrival experience from the 

airport through check-in, controlling the room environment 

(temperature, gadgets), ordering F&B, reporting on the stay, 

collecting loyalty points … you name it, there are vendors ready 

to intermediate. While they are unlikely to take over, they just 

want a piece of the value chain. 

As for the other aspects of hospitality, no one else wants 

to own or manage hotels; the competition is in the shopping 

and buying path. And since business acquisition is core to a 

hotel’s success, it is a subject that justifes urgent attention. The 

intermediation affects owners’ costs, and this may prompt them 

to pursue lower cost options. But it also tests a hotel’s ability to 

connect with consumers in a way that doesn’t end up commod-

itizing hotel stays, and thereby reduces brand distinctions in the 

eyes of the buyer. 

The hospitality industry has reached an infection point. On 

one hand, the many intermediaries involved in travel have driven 

the cost of business acquisition to record levels; on the other 

hand, the opportunities to tap this base of third-party partners for 

competitive advantage is growing in leaps and bounds. Changes 

in consumer behavior have altered the business dynamic more 

than most hoteliers yet realize. 

Mobile content is different than what users expect on a 

website. The capability that is native to mobile devices, such 

as mapping and geo-location, will demand different connectiv-

ity and different content. It is not a simple matter of making 

websites smaller for portable devices; it’s a different experience 

altogether and that means all those in the travel landscape are 

getting a hard reset in terms of how they go to market, and this 

affects all the most popular sites used by travelers: hotel brands, 

online travel agencies (OTAs), meta search engines, social and 

consumer review sites. This reset will allow the hotel industry to 

think carefully about its online presence and since that goes to 

the core of the way marketing will be executed going forward, 

it offers a time to take stock and assess how best to leverage the 

new environment.  

Digital assets will need as much attention as brick and 

mortar assets, and the way hotels and brands carefully stake 

their territory in the booking ecosystem will be crucial. This will 

lead to a dual approach of branding and positioning bifurcated 

between promoting a general bias for booking direct at the 

industry level while competing at the brand level to promote 

unique stay experiences. 
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Do you see changes in the relationship between mar-

keting and revenue management given the demands 

of today's marketplace? If so, how do you expect it to 

play out at the hotel level? At a brand level?

Absolutely, there is tremendous change that is 

occurring today and has been underway for some 

time. The changes brought to the forefront by tech-

nological change, digital communication and search 

have completely altered the marketing and distribu-

tion landscape and consumer behavior across all 

segments. There has been a virtual revolution that 

is aff ecting the brand companies, owners and op-

erators in profound ways. The threat of commod-

itization and emerging trends of younger travelers 

and brand loyalty are issues that have major impact 

on the strategies and tactics of all stakeholders in 

the industry. The competition for the consumer has 

been radically altered as has the balance of power 

in the industry.

Marketing, sales and revenue management must 

be joined in a holistic fashion at both the hotel 

and brand level.  They cannot operate as distinct 

silos but must be integrated in a fashion that 

blends an understanding of demand trends, costs 

and opportunities in a manner that maximizes the 

potential return to the hotel and the brand.   

What kind of new tools will be needed for marketing, 

sales and/or revenue management? The industry must 

learn to look at revenue from a net basis rather than 

simply on a gross revpar basis. Many have not inte-

grated an understanding of distribution or marketing 

costs into their decision making. This leads to a poor 

allocation of inventory and often lower returns for 

the owner and the brand with no consumer benefi t. 

We need tools that will help the property personnel, 

corporate and brand leadership to truly understand 

the net benefi t of each channel or type of business. 

The growing success and penetration of the interme-

diaries has made this vital.

How would you defi ne revenue strategy? Revenue 

strategy is the holistic integration of strategies and 

tactics to produce the most profi table revenue. It 

takes into account the full cost of obtaining the 

business.  

Mark G. Carrier

President

B.F. Saul Company 

Hospitality Group

The Rise of the Metamediaries and 

the Implications for Hotels

Hotel distribution continues to evolve as 

consumers tap more kinds of online content 

on their path to a hotel booking. For the last 

10 years, there were two primary online 

venues: travel agencies and hotel brand sites, 

and that is where marketing resources were 

applied. In the last 12 to 18 months, there has 

been a wave of development responding to 

consumer demand for a more refi ned search 

process and better intelligence on travel and 

hotel options. 

Google Hotel Finder emerged as a hotel-

specifi c search engine and had a companion 

in the Google Flight Search tool, all part of 

what has been called travel meta-search. The 

ineffi cient process for consumers to visit seven 

or more sites in the run-up to a hotel booking  

fl ies in the face of Google’s goals for search.  

Honing in to streamline and enhance the travel 

shopping process, Google has systematically 

improved its content, including the acquisition 

of Frommers Travel Guide.

Google’s entrance sparked many others 

to come onto the scene ranging from 2010 

startup Hipmunk, and the well-established 

TripAdvisor who, in mid-2013, declared itself 

to be a meta-search engine. Even Facebook 

is morphing into a mobile-based app built 

around social graph search with travel estab-

lished in late 2012 as one of its seven primary 

industry verticals. It will connect hotels to 

those who have interacted with them on a Fa-

cebook fan page using algorithms that point 

to products and services similar to what a 

consumer’s Facebook friends “like.”  

In response to this disruptive phe-

nomenon, the online travel agencies have 

been highly motivated to improve search as 

they compete with the meta-search sites to 

simplify the traveler’s shopping experience. 

The original product was a type of search 

engine offering a wide range of hotels in 

any given destination, but it is being quickly 

supplanted by the meta-search model and 

they are scrambling to offer compelling al-

ternatives. After all, the consumer will often 

reach a search engine before he or she gets 

to an OTA, and if the traveler’s needs are 

met there may no longer be a need to visit 

the OTA. To this point, in the space of a few 

months in 2013, Priceline announced the 

acquisition of Kayak while Expedia acquired 

European-based trivago. 

All of these developments happened 

while mobile growth was skyrocketing. 

Everyone with a website is now diving into 

mobile to tap the unquenchable thirst of 

consumers who can’t get enough use out 

of mobile devices – smartphones, tablets 

and all the hybrids inbetween. In the last 

year, Apple® has begun deployment of the 

fi rst phases in its iTravel patent which, when 

fully loaded, will include a full-service travel 

app that allows the user to make all types of 

travel reservations, manage confi rmations, 

check-in, and control the in-room or on-

fl ight experience. With the massive adoption 

of Apple mobile products, this app could be 

popular with consumers who will fi nd the 

all-in-one, end-to-end nature of it a great 

convenience. What is not clear is how Apple 

will tap into hotel content such as inventory 

and rates to facilitate the hotel room shop-

ping experience and how monetization of the 

app will affect hotel distribution costs. No 

doubt Apple will charge for this convenience 

and hotel suppliers will be more likely to 

pay, not the consumer. 

We are now in an era in hotel distribu-

tion where some of the giants in technology 

and media have decided to enter the travel 

industry, establishing a new form of inter-

mediary built on the meta-search model and 

therefore nicknamed “metamediaries.” Few 

emerging vendors want to be transaction-

based sites; there is little interest in build-

ing out new online travel agencies. The 

preferred role is to pass along the consumer 

to the supplier site, whether it’s a hotel brand 

or an online travel agency, and they want 

to charge a small fee for their efforts. The 

metamediaries will serve as the gatekeepers, 

and those with the strongest consumer power 
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will have the upper hand in determining the fees at the toll booth. 

Hotel brands, individual hotels and OTAs have been pushed 

deeper into the shopping and buying process with greatest consumer 

adoption at the device or app level, typifed by consumer giants Google, 

Facebook and Apple. Mobile users are after convenience and are likely 

to prefer generic apps that offer multibrand airline, hotel or car rental 

companies. It is a time saver to have one go-to app that stores travel 

documents, allows the traveler to shop and buy and even to check in, 

buy services and get local information about dining, transportation 

and/or attractions while traveling. When millions of consumers are 

engaged, the network effect will push even more suppliers onto the 

path of the most popular mobile apps and these company’s market 

caps will be strengthened. As for the hotels, there is a limit to how 

much a hotel can pay to acquire a customer. Commissions, transaction 

fees and media costs will dominate marketing budgets going forward 

and the crucial decisions made by hotels and hotel companies will be 

about how much to spend and where. 

The new reality in a marketplace dominated by mobile apps and 

devices, controlled largely outside of traditional travel companies, 

calls for an urgency to integrate a fnancial discipline that will address 

multichannel revenue planning with a focus on business acquisition 

costs, and an eye to sustainable proft. 

Revenue Strategy

At the Intersection of Marketing and Finance

Revenue strategy calls for the integration of the disciplines that 

drive the highest quality revenue mix while accounting for the costs 

of business acquisition. In contrast to the short-term tactics that 

deliver daily revenue, revenue strategy is about proactively iden-

tifying, planning for and tapping an optimal blend of sustainable 

revenue streams and making the needed resource trade-offs to 

enable margin growth. Some simple trade-offs might be to reduce 

direct sales by one staffer and put more funds into point-of-sale 

initiatives in the call center; or invest in targeted online intermedi-

ary promotions and reduce mass-market print advertising. These 

trade-offs require a view into the business that predicts revenue, 

incorporates corresponding costs and manages a hotel on the basis 

of net revenue (i.e., revenue net of business acquisition costs). 

After all, in this new marketplace with its skyrocketing costs, 

brands, owners and managers will have a more meaningful gauge 

of performance when they evaluate the revenue that remains after 

the acquisition costs are removed.

It’s Not About Channel Shift

When the lament is that distribution costs are too high, the 

perennial response is to work on channel shift, which, more spe-

cifcally, usually means to reduce the OTA channel and increase the 

brand.com channel. However, that is a response from a bygone era. 

It’s not about a simple two-channel shift; it’s about a broad evaluation 

of the production and margins by channel, and making trade-offs 

that put a premium on recurring revenue streams that result in an 

acceptable proft level. The new metamediaries will add costs to 

brand.com while the OTA costs may in fact start to decline due to 

intense competition from the search engines. The analysis will not be 
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Do you see changes in the relationship between 

marketing and revenue management given the demands 

of today's marketplace? If so, how do you expect it to 

play out at the hotel level? At a brand level? These 

key areas can no longer operate as silos – they need 

to team together in order to make the right revenue 

decisions. As marketing has become more digital 

and analytically driven, it has become critical to have 

alignment between these areas. You can't just think 

about market segments and distribution channels in 

isolation – they overlap and need to be forecasted and 

managed together. More and more, there needs to be 

a greater focus on marketing sales and distribution 

costs and the trade-ofs between these areas. At the 

corporate level, Denihan has aligned these functions 

in one area to drive decision making and results.  

At the property level, we are introducing new joint 

business plans that clearly align the marketing (and 

sales) spend with expected results.  

What kind of new tools will be needed for marketing, 

sales and/or revenue management? Real-time analysis 

is critical moving forward as is a single, open 

platform. Revenue management in the past has 

often been a bit of a black box science wrapped 

up in giant spreadsheets, which often only one or 

two people at the property could manipulate, let 

alone understand. A single graphical, easy-to-use 

data source (rather than just miles of numbers on 

a page or more often page after page) will enable 

hotels, owners and managers to make better 

decisions faster and also ensure buy-in of the 

strategy across all of the key leadership areas at a 

property.

How would you define revenue strategy? Revenue 

strategy gets beyond simply revenue manage-

ment, marketing or sales. There needs to be clear, 

tangible and measurable revenue goals with strate-

gies and tactics to support them. Setting revenue 

goals based on hopes and dreams just won't work 

anymore. We need to evolve to set revenue strat-

egy by looking at the intersection of distribution 

channels, marketing drivers and how those afect 

market segments. 

Tom Botts 

EVP and Chief 

Customer Officer 

Denihan

a simple choice of one channel over another. 

There will be more factors that enter into the 

evaluation of each channel and the margins 

may vary by segment, day of week or season 

of the year. It will take vigilance to frequently 

review all the combinations so a hotel can 

stay on top of the way these costs play into the 

revenue stream and what they can ultimately 

claim as net revenue.

Already high, the cost of business acqui-

sition continues to climb. In New York, Kalibri 

Labs gathered data from more than 50 brands 

and found that commissions/transaction fees 

ranged from 10 percent to 20 percent of 

room revenue; when sales/marketing costs 

were added, total business acquisition costs 

generally doubled. The industry cannot sustain 

these costs and remain healthy. Owners and 

management will find ways to lower these 

costs, but beyond the cost factor, some third-

party channels undermine the value of the 

brand by diverting the consumer away from 

the hotel as they shop, buy, and even when 

they interact with the hotel onsite. 

Business acquisition costs have to be 

measured and managed. A proactive revenue 

strategy laser-focused on the “true north” of 

net revenue will enable each hotel to thrive in 

this dynamic and costly marketplace.

What Can a GM Do about These Costs?

Those with responsibility for managing 

the profit of the hotel will want to track their 

business acquisition costs. Those with 

responsibility for profit will orchestrate a 

revenue strategy, while managing its associ-

ated costs, with the support team (whether 

it’s inhouse or regional) to take the actions 

that move the needle. In some hotels, the GM 

monitors the metrics and a regional team 

digs into the details to assemble an action 

plan that improves the hotel’s position. In 

smaller chains and independent hotels, the 

GM and hotel management team does it 

all: it sets objectives, takes the actions and 

monitors results. No matter how the tasks 

are assigned, it is critical to have an agreed 

set of metrics and an 

action plan that can 

be articulated both in-

ternally and externally 

to owners and other 

constituents. 

Managing a rev-

enue strategy that gen-

erates optimal revenue 

for market conditions 

and does it cost effec-

tively requires different 

intelligence than one 

that only seeks optimal 

revenue; measuring 

ROI on business acqui-

sition spend is a critical 

addition to management’s toolkit, particularly 

in a marketplace where these costs are growing 

so rapidly and are difficult to quantify. Doing 

this for a hotel is valuable and being able to 

compare to a comp set adds even more power 

to the metrics. These metrics serve as the 

guidepost at the hotel, regional and corporate 

level since there are so many members of the 

team involved in various aspects of the revenue 

strategy. 

The goal is to improve net revenue contri-

bution, a metric that will resonate strongly with 

ownership, management and brands. If the 

industry works on increasing it, it will enable 

© Kalibri Labs, LLC

the Marketing Guy
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The emergence of a fercely competitive 

global economy and metamediaries has shown 

that hospitality cannot own all of the key 

capabilities needed for competitive advantage.  

Expanding networks of relationships and 

cooperating with others, including competi-

tors will help to reduce risk, focus on strengths 

and innovate. Roomkey.com, the online hotel 

search engine owned by six hotel companies, 

is a good example of competitor cooperation.  

Collaborations of new and different varieties are 

also proving to be effective ways to generate new 

perspectives and consumer insight. Marriott with 

its travel-brilliantly idea-sharing website is one of 

the latest to tap into connecting people and ideas 

via crowdsourcing.  

Metamediaries or third-party providers 

who electronically connect multipartner online 

services are the next wave to disrupt travel and 

hospitality. Since the ‘90s, we have witnessed 

more travel intermediaries, in a pattern that 

chronicled the elimination of some traditional 

travel agency intermediaries followed by the 

emergence of online subsidiaries of traditional 

agencies and new entrants with intermediary 

functions (cybermediation). These evolving busi-

ness models indicate that the market structure is 

still in fux, and strategic choices to differentiate, 

partner and cooperate are essential to survival. 

For hotel companies the question is how and 

with whom to build partnerships and customer 

relationships. Choices will need to enhance a 

hotel company’s competitive position and take 

advantage of core competencies.

Consider the possibility that large frms 

outside of travel, such as Apple® and Google, 

could become the single point of contact between 

online travel customers and existing hospital-

ity players. Who will own the customer if these 

third-party providers build systems based on deep 

consumer understanding? If large consumer 

giants enter the travel space with signifcant 

scope and scale economies, they could re-apply 

their signifcant investments in brand-building 

and technological know-how to change the 

industry. In recent history we have witnessed 

a radical change in how music is purchased 

with the introduction of Apple’s iTunes®. Apple 

went on to alter the mobile phone industry with 

the introduction of the iPhone®, substantially 

reducing the control of mobile operators in that 

industry. We can learn from innovators in other 

industries that game changing is possible and 

may come from outside players. Collaborating 

with suppliers and customers to develop, test or 

market new offerings may be more important to 

remain competitive.    

The changing landscape makes the choice 

of partners and the development of new revenue- 

enhancing competencies key strategic choices. It 

further challenges the CIO to carefully determine 

what management systems will be required as 

strategic needs shift and new types of competitors 

emerge. This will not be an easy task for larger 

frms with legacy systems and beauracratic pro-

cesses. For CMOs and CSOs, the job of establish-

ing a compelling sales proposition will continue 

to require deep customer understanding along 

with investments in online marketing channels 

and expanded digital marketing budgets. As new 

niche metamediaries emerge, the marketing 

team will need to focus on ways hotels can devise 

offers that build mutual beneft. According to 

Forrester, online retail sales will account for a 

10 percent compound annual growth rate for 

the next fve years, and consumers will gravitate 

toward purchasing via smartphones, tablets 

and other portable devices. Tapping into this 

trend, businesses are building social interaction 

into virtual retail. How consumers use mobile 

technologies will be essential for savvy hospitality 

marketers to gain new insights.    

Innovation also includes existing ideas that 

are reapplied or deployed in different settings for 

different customer groups. Innovations may be a 

recombination of old ideas or a unique approach 

that is perceived as new by the individuals or 

industry involved. With this broad defnition of 

innovation comes the opportunity of replacing 

existing systems for data capture with new and 

emerging sources of information from partners 

and secondary sources, while usefully converting 

existing data into more powerful information tools. 

The challenge is to determine what systems are 

needed and how best to build them. In hospitality, 

numerous frms like Revinate and newBrandAna-

lytics exist to provide customer information from 

social media, manage and flter reviews, and provide 

additional analytics.

Linking support systems and measures of 

performance to broader strategic choices is essential 

to go beyond current revenue management systems 

and provide meaningful information to the sales 

and marketing team. Metamediaries entering the 

travel space may be in a desirable position to reapply 

their current competencies, including data analytics, 

and build on their core strengths. Assembling a 

revenue strategy is much more than a shift in cur-

rent revenue management systems or the addition 

of innovations. A combination of innovations will 

be necessary for hospitality frms to create new offer-

ings, compete against metamediaries for customer 

loyalty, and continue to deliver hospitality services 

with operational excellence.  

Companies in many different industries are 

increasing their spending on innovation, yet remain 

unsatisfed with the return on their investments 

because of several challenges. Senior executives cite 

a risk-averse corporate culture, an overly lengthy 

development period, a lack of coordination within 

the company, and diffculty choosing the right ideas 

to commercialize as the most common obstacles to 

generating a return from investments in innovation. 

Innovations that build greater fexibility and agility 

may be at the top of the list of future areas needing 

attention.  

Moving forward, CIOs and MISs must be part 

of cross-departmental collaboration to enable the 

development of the required management systems 

that support new strategic choices and assure the 

development of specifc frm-based capabilities. 

Innovations that help the frm to adapt quickly, 

function effciently, reduce costs and work with 

new predictive analytics are essential. Marketing 

and sales professionals can also play a critical 

role by fnding the best ways to work cooperatively 

with other partners’ products and services to 

bring bundled or differentiated hotel offerings to 

segmented customers. In both cases, an overarching 

revenue strategy will require a combination of 

innovations, and the time to start is now.

Innovative partnerships with 

fashion designers allowed Target 

to offer discount prices and unique 

products, while Toshiba cut costs and 

time for servicing computers by having 

UPS technicians repair laptops at their 

shipping hubs.  

innovation: The Key to an Effective Revenue Strategy
By Cathy A. Enz, Cornell University

investment by brands and owners in staffng, product improvement 

and new development.

While all channels should be considered when planning 

for the potential sources to a hotel, there is a triple threat for 

increased dependence on third parties for business acquisition 

and it applies to large brands, small brands and independent 

hotels alike: 1.) brand dilution through commoditization of 

hotel rooms, 2.) diminished relationships with customers, and 

3.) increased costs with little control.

With the signifcant investment that has been made in each 

brand by its owners and management, allowing rooms to be sold 

mainly based on price will quickly undermine that brand value 

and train consumers to think of hotel rooms as a commodity. This 

reduces the opportunity to engage with customers. And fnally, 

simply looking at the cumulative cost of third-party channels is 

enough to give pause. Most hotels cannot sustain reservation costs 
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Sloan Dean, CRME
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Ashford Hospitality 

Trust

Do you see changes in the relationship between 

marketing and revenue management given the 

demands of today's marketplace? If so, how do you 

expect it to play out at the hotel level? At a brand 

level?  As data drives more and more decisions, the 

intersection of RM and marketing is being blurred 

at an increasing velocity. Pricing, yield, distribution, 

advertising, etc., are all part of consumer acquisition 

and proft maximization. At a hotel and brand 

level, the leaders who are the best blend of 

communication and analytics will lead integrated 

marketing and revenue management teams. At 

a brand level, we still call that person a CMO; 

however, the person is ultimately a CMRSO.

What kind of new tools will be needed for 

marketing, sales and/or revenue management? Proft 

optimization for all categories: rooms, function 

space, F&B, ancillary, etc. Does that mean price, 

yield and marketing optimization tools across all 

disciplines? I think it does.  

The article I wrote in 2011 about The Future of BI, 

is still very relevant to answer this question with 

an expansion on proft optimization. http://www.

hotelnewsnow.com/Article/5212/Hotel-business-

intelligence-seeking-its-identity.

How would you defne revenue strategy? Identifying, 

capturing and maximizing the optimal consumers 

to maximize proftability across all disciplines: direct 

sales, distribution, yield management, marketing/

loyalty and pricing.

What do you see as the constraints or the limitations in 

moving in this new direction? Big data and not being 

able to manage the vast amounts of useless data.  

Another limitation is the lack of talent. To oper-

ate in a data-driven world requires highly analytical 

people with great communication skills. Those folks 

unfortunately go into fnancial services, management 

consulting, etc., due to higher compensation. 

of 20 percent of room revenue and still have enough funding avail-

able to spend on additional business acquisition efforts through 

sales and marketing. 

After all, the combination of commissions, transaction fees 

and total sales/marketing spend is the sum total of a hotel’s busi-

ness acquisition efforts and should be looked at holistically. When 

most consumers will use metamediary channels to start travel 

planning, many more will end up booking at brand.com. This still 

calls for careful tracking of the various media costs incurred to 

shepherd travelers along the shopping path to the hotel website, 

as it may mean fees on multiple sites along that path. However, 

once the travelers book directly, the chances of seeing them again 

go up dramatically. This supports a sustainable revenue stream 

that with carefully managed margins will yield a corresponding 

growth in profts. 

No More One Size Fits All

How often do the fnance teams complain about the high cost 

of wholesalers and then the sales department turns around and 

pays incentives to the staffers who produce the most revenue from 

these same accounts? This diversion of funds and management 

attention is what happens without a focus on proft contribution 

and lockstep integration between business acquisition disciplines. 

A one-size-fts-all approach will not work in today’s marketplace for 

direct sales or for digital initiatives; hotels have to build acquisition 

strategy around segmentation by customer type and geographic 

market, with margins tracked by channel, segment and even down 

to account. If you sift through business opportunities by margin, 

it will drive priorities to work in a more targeted manner yielding 

better outcomes.

With growing challenges imposed by the high cost of business 

acquisition, we have to shift our focus to proft contribution, and 

the way to accomplish that will be to manage by margin, a discipline 

that means optimizing net revenue. 

Does Revenue Management + Marketing = Revenue Strategy?  

Probably not.

Some assume the discipline of revenue management is an-

other name for revenue strategy, but it is not. The roots of revenue 

management are in yield management, which is essentially a form 

of price optimization. 

It may seem odd that there should even be a discussion about 

the convergence of revenue management (RM) and marketing since 

forecasting and pricing, the core tenets of RM, have always been 

considered marketing functions. After all, price is one of the Four 

Ps of marketing defned more than 50 years ago, and although the 

concepts have been modifed for the online environment, this model 

has withstood the test of time.  

Revenue management in hospitality has typically been treated 

as a discipline distinct from marketing, in large part because the frst 

revenue managers were drawn from reservations departments and the 

position typically reported to the front offce, and ultimately was part 

of the operations team. After all, reservations managers understood 

the property management system, the mechanics for maintaining rates 

and availability, and the processes entailed in booking reservations. 

With limited analytical training and the airline’s approach to yield 

management as a guide, early revenue managers focused largely on 

controlling inventory and matching rates to demand, with little or 

no attention paid to proft or stimulating that demand. 

In many organizations not much has changed as revenue 

managers remain junior members of the management team and 

perform daily tactical functions with a time horizon that is most often 

90 days. Reporting structures have evolved and occasionally the RM 

employee reports to fnance or IT, and very often to someone with 
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a sales background, so despite the changes, 
revenue management has not migrated to a 
strategic function charged with driving profits. 
For that matter, even the traditional marketing 
function is not charged with driving profits. 
That task still remains siloed in the operations 
arena even when the levers (and correspond-
ing costs) of business acquisition are spread 
between the disparate sales, marketing and 
revenue management teams, and often even 
further divided between hotel, regional and/
or corporate locations.

Not only has RM (and the price optimi-
zation task it performs) been detached from 
marketing, but also the term marketing itself 
has been confused as being just a companion 
piece to the sales process, a common misun-
derstanding in many industries. Marketing 
is often defined as a set of ideas, tools and 
analysis designed to stimulate demand. This 
belief leads companies to elevate a senior 
sales executive by adding marketing to his 
or her job title and functions, and the new 
marketing executive attempts to use new tools 
to stimulate demand without the benefit of 
skills in consumer behavior, market trend 
analysis or an understanding of the dynamics 
of distribution channels. New job titles without 
the needed skills and integration of disciplines 

will not alter the sales focus of these orga-
nizations, and unless demand is so strong 
as to mask these deficiencies in process 
and execution, the results will usually be 
suboptimal. One notable symptom that can 
be linked directly to this phenomenon is lag-
ging hotel rates in the face of rising demand 
since the last recession. 

This pattern persists, where sales 
executives add marketing to their titles 
and faithfully fulfill what they believed to 
be the role of a marketer, which includes 
brainstorming new ideas to stimulate 
demand, reporting on the success of sales 
efforts and executing direct marketing 
campaigns.  These are some of the roles of 
a marketer but it ignores other important 
aspects. In other companies, analytics 
were turned over to revenue management. 
However, the RM team may know Excel 
and some may know pricing, but as for the 
rest of the marketing mix, not so much. In 
many brands, the regional teams assigned 
for sales, marketing and RM often support 
different clusters of hotels, challenging 
their ability to integrate their knowledge 
in needed disciplines and execute against 
one set of net revenue objectives with one 
game plan. 

By remaining sales focused for decades, 
[in hospitality this means a business-to-
business (B2B) bias], and by carving out 
revenue management from marketing, there 
has been a huge void in many hotel compa-
nies. It was into this gap that the third-party 
marketers jumped. The large hotel com-
panies’ expertise in business-to-consumer 
(B2C) marketing was narrowly limited to 
frequency/loyalty based and it has cost them 
dearly when third parties quickly mastered 
the broader consumer market, particularly 
leisure travel. 

The industry tries to respond with 
RM using price optimization to combat its 
dominance, but expecting one tactical lever 
to meet this daunting market challenge is not 
realistic, and it may not always be the right 
tool. After all, if you set goals for revenue 
optimization, you will get more revenue, but 
that won’t guarantee higher profits. If you 
want higher margins, you may need the added 
support of a mix of marketing levers along 
with a focus on profit contribution.

Revenue Strategy Rising
Revenue strategy may be more descrip-

tive of an integrated approach to customer 
acquisition and demand optimization with 
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rigor in planning, analytics and execution. 
Brand executives and e-commerce special-
ists deploy content and strategies to create 
the right marketing mix to drive customers 
to hotels. Revenue directors create hotel 
demand forecasts and use price and avail-
ability to optimize revenue streams. Data-
base, digital and loyalty marketers build a 
base of businesses and fill need dates while 
salespeople secure lucrative contracts.  
None of these can stand alone, none can 
be executed in isolation, and when evalu-
ated without regard for associated costs, 
will not likely deliver optimal profit to the 
organization. 

When RM is not integrated with sales 
and marketing, it is impossible to have a 
well-functioning enterprisewide revenue 
strategy. As the old cliché states, if you’re not 
measuring then you’re not marketing, which 
reinforces the analytical nature of the field. 
RM often provides a measurement for ho-
tels to forecast demand, balance customer 
mix, maximize price and then analyze the 
results after the fact to ensure continuous 
learning. Where RM is not serving that 
role, it is typically not being done at all or 
with inconsistent results. Those threads of 
data that tell the story need to be braided 

together in a tight weave so all members of 
the team see how it plays out and share the 
same vision.

Too often, revenue directors are viewed 
narrowly in a tactical role responsible for 
short-term recommendations and reporting. 
In these organizations, the revenue director 
arms the team with information and may 
fulfill an important coordination function, 
but in most organizations are still absent as 
a strategic thinker and leader. Whether the 
RM function takes this on, or the marketing 
role is expanded, the function of revenue 
strategist has yet to emerge.

The void in marketing leadership has 
had profound impacts on the profitability 
of the hotel industry. With a lack of ana-
lytical rigor combined with a sales-focused 
mindset, intermediaries have realized that 
an opportunity exists to leverage technol-
ogy, data and analytics to create a shopping 
experience that is better aligned with what 
customers want and need from the earliest 
discovery phase to the point of booking a 
reservation. They methodically test new con-
tent like photos, videos and social media, 
while exploring how to leverage new mobile 
technology. The intermediaries understand 
marketing principles and the results speak 

for themselves; one only needs to compare the 
large and buoyant market caps of these com-
panies against the much smaller static values 
of hotel brands and ownership groups. 

Where Are We Now?
Today, we are all being forced to re-

evaluate the status quo as we’re living in the 
fastest changing business environment anyone 
has seen. Hotel profitability for owners has 
declined. Intermediaries are stealing share 
with new competitors continuously enter-
ing the market. Consumers are increasingly 
savvy at finding value and convenience and 
are resistant to corporate messages that 
interrupt their daily lives. Big companies are 
consolidating power. There’s more data and 
yet more uncertainty than ever. Technology 
is offering new ways to analyze trends, drive 
efficiencies and communicate with customers. 
The industry is recovering but revenue and 
profits cannot keep pace with the cost to main-
tain a presence in the dynamic marketplace 
against third parties that are better positioned 
and better funded relative to technology and 
marketing resources.

The symptoms of a lack of cohesion in the 
marketing team are obvious in some instances 
but they are subtle most of the time, which 
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El Cortez Hotel & Casino is the longest 
continuously running downtown hotel/casino 
in Las Vegas. Along with the rest of the Las 
Vegas market, the property’s casino revenues 
struggled after the economic downturn in 
2008. The property’s management team 
realized that the downturn was permanently 
changing consumer spending behavior in Las 
Vegas and they needed to jolt hotel revenues 
through incremental cash business via tran-
sient and wholesale channels. To help them 
achieve this goal, El Cortez worked with 
revenue management consultants and made 
a number of changes to its revenue manage-
ment strategy. The new strategy took a few 
months to implement, but the hotel started 
to see immediate year-over-year increases in 
cash revenues.  

The hotel made improvements in two 
areas of the business.  

Implementation of a Revenue 

Management System 

El Cortez installed a cloud-based revenue 
management system (RMS) which added a 
signifcant amount of value through market 
intelligence, accurate forecasting, pricing 
recommendations and historical data com-
parison. Specifcally through the system’s 
unique alerts feature, key dates were 
highlighted that needed attention which 
would normally be overlooked without such 
a system. The RMS company also placed a 
JavaScript tag on the hotel’s booking engine, 
which allowed the property to obtain and 
track all lost business (categorized by regrets 
and denials) through the hotel’s website 
shopping traffc. The property was then able 
to understand the website shopping behavior 
by day and analyze how the pricing strategy 

on any particular day affects the website 
booking conversion rate.   

Change in Pricing Strategy

Through an analysis of data that was ex-
tracted from the RMS, it was noted that the 
hotel had room to lower its midweek rates to 
be more competitive and gain market share, 
and increase rates on weekends and other 
compressed dates such as holidays and 
citywide conventions to increase ADR.  

Discounts and promotions through direct 
and third-party channels were too deep most 
of the year. By pulling back many of these 
discounts and adding many blackout dates 
on these discounts where they didn’t think 
the hotel needed the help, cash production 
wasn’t affected, the hotel still had great 
exposure through third parties, and it netted 
higher ADRs. Overall, all of these pricing 
strategies resulted in an increase in cash 
ADR of 10 percent along with an increase in 
average occupancy of 6.3 percent. 

An analysis of casino segments that 
received complimentary and discounted cash 
rooms showed that the lowest-worth player 
segment was unproftable. They then imple-
mented a standardized casino yielding pro-
cess that included variable casino cash and 
comp pricing. This process lowered the hotel 
room mix contributed by the casino segment 

and allowed the hotel to backfll these rooms 
with more proftable cash-paying guests.

The hotel didn’t actively maintain rate 
parity between third parties and the direct 
channels. As a result, it was undercut-
ting its own rate and pushed business to 
third parties including the OTAs with 25 
percent commission margins. This strategy 
signifcantly contributed to the increase in 
about 10,000 direct room nights (more than 
130 percent).

El Cortez has six room types exclud-
ing its suites, and its cheapest room type 
only accounts for about 10 percent of room 
inventory. When the hotel sold out of this 
room type, its pricing immediately shot up 
by about $10 to the next highest room type.  
This made the hotel's pricing less competi-
tive in the price-sensitive downtown Las 
Vegas market. A strategy was implemented 
to oversell the cheapest room type by a 
manageable number on specifc days.

The property expanded its third-party 
distribution to include additional OTAs and 
wholesalers, and expanded its reach to new 
domestic and international guests.

Now that this new revenue management 
strategy has proven to be successful, the 
property plans to maintain these strategies 
and leverage the RMS to maximize all of its 
key features and business intelligence tools.  

has made it easy to ignore the problem. But 

the lack of effective revenue strategy causes 

hoteliers to sacrifce long-term proftability 

for perceived short-term benefts. This might 

include slashing rates or over-reliance upon 

new discount channels. Effective marketing 

allows a company to interact with customers 

at the right time, in the right place, with the 

right product and with the right message, 

and to be more strategic and less reaction-

ary. The strategic view calls for planning, 

predicting outcomes and making decisions 

about resources deployed. The insights 

gleaned from data provide better predict-

ability of everything from demand patterns 

to what products each customer group is 

likely to purchase. 

In order to become more sophisti-

cated with data and more agile, hoteliers 

require deeper cooperation between 

historically distinct functions. It also 

requires a monumental shift in culture 

and processes, which can be painful and 

diffcult. 

Revenue strategy can be a useful concept 

to catalyze that change, but it is clearly not a 

synonym for revenue management. Revenue 

strategy must encompass all customer acquisi-

tion and demand optimization functions that 

lead to sustainable proft, including revenue 

management, database marketing, digital 

marketing, distribution, sales, branding, loy-

alty/affnity, etc., all based on a foundation of 

El CoRtEz 
HotEl & CaSIno

Las Vegas, Nevada
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analytics and insight with a constant eye on costs and an objective 

to optimize net revenue.

As hotel companies reach alignment around revenue strategy, 

there must be a parallel focus on tools and data, which in almost 

all cases comes down to technology. The industry has consistently 

underfunded technology and trails in creating effective platforms to 

facilitate optimal marketing decisions. Sometimes it is easy to blame 

the technologists – anyone with information or technology in their 

title – but it is a hopeless task to develop and implement systems 

without savvy business partners to set priorities, develop specifca-

tions, monitor development, implement, and use them.

What All This Means

Revenue strategists must aim for big wins, not settling for an 

incremental approach, but it is also a time for honest reckoning. 

As an industry, hospitality has not invested in the technology and 

infrastructure needed for the fast moving online-driven marketplace. 

Competitive weakness has come from a legacy of siloed functions for 

business acquisition that are largely tactical in nature without a rigor-

ous strategic view and inconsistent use of key marketing disciplines 

across the industry (both at the corporate and at the unit level).  

This is further constrained by a fragmented industry structure 

with brands, management companies and ownership groups having 

to come to terms on investment levels and agree on an approach. 

The greatest challenge will be to get widespread recognition of the 

situation and simple agreement to get the basic tactics right as we 

prepare to conquer our respective markets and turn around the 

gradual decline of hotel proftability.  

Signs of change are on the horizon as evidenced by the 

explosion in new technologies, an increased appetite to tap data 

for insights and a realization that the industry has to integrate its 

business acquisition techniques and tightly control corresponding 

costs in the face of so many active third parties. The new sense 

of urgency to break down silos and focus on effcient business 

acquisition translates to innovative development in the enterprise 

software space and means that the stars are fnally aligned to do 

great things. Revenue strategy is emerging as the discipline to 

take control of proft and steer the industry to higher ground. It’s 

time to thumb your nose at the bear, grab your running shoes and 

outrun your competition.

CINDY ESTIS GREEN is CEO and co-founder of Kalibri 

Labs, a company that ofers an analytcs platorm that 

enable hotels to plan and monitor proft contributon by 

channel and segment. A 35-year industry veteran, she 

is the co-author of the industry bestseller, “Distributon 

Channel Analysis: A Guide for Hotels,” published by the 

HSMAI Foundaton and AH&LA. Special thanks for edito-

rial contributons from Cathy A. Enz, Cornell University 

and Patrick Bosworth of Dueto Research.

“Hark! A dreaded metamediary! In the fesh! My kingdom for a revenue strategy, a brace of confdence, 

and a….(cough).. *&^%$ breath mint!..”.
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