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HOW ANALYTICS IMPROVE
YOUR BUSINESS STRATEGY
The hotel industry is home to a lot of things:
diverse communities, richness in culture,
traveling guests, innovative technologies
and unique hotel brands.
And amidst it all, hotels are operating
in dynamic and hypercompetitive
environments susceptible to fluctuating
markets, unpredictable climates and
intensifying competition.
New builds, industry consolidation and the
continued growth of the oh-so-popular
sharing economy mean that hotels face
an increasing amount of threats to their
business. So much so, in fact, that the
substantial spike in industry rivalry has
influenced discussions on how to tackle
these mounting challenges.
As such, big data, machine learning and
business intelligence hold steady as hot
analytics topics with both hotel execs
and technology providers alike.
More recently, hotel organizations are
immersing themselves in advanced revenue
management analytics. And with good
reason—by doing so, they reap significant
increases in overall profitability. Gallup reports
on one estimate indicating companies at
the top of their industry for data-driven
decision-making are 5% more productive and
6% more profitable than their competitors.
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Today’s analytics help your organization move
beyond legacy revenue management
processes into a place where you can
leverage your data and forecasting
capabilities to explore, predict and optimize
your hotel’s revenue results. You can explore
why patterns and trends are happening,
and whether to anticipate similar or different
results moving forward.
From balancing data quality with quantity,
to how technology uses machine learning,
this guide discusses the analytical
considerations your organization can
use to soar to higher profit potentials.

What do real-world analytics actually
look like? Here are some examples of
your analytics hard at work in revenue
technology:
4 High-performance forecasting capabilities
that provide a dynamic selection of hundreds
of forecasting algorithms and models to give
you the best possible results
4 Granular data and decisions for multiple
hotels by departments, segments, room types,
day parts and rate codes
4 Predictive analytical tools that allow you
to understand the impacts of changing
your strategy
4 Advanced pricing and inventory controls that
maximize revenue opportunities
4 Expanded data sources such as reputation,
competitive performance, rate shopping
and value of demand that are integrated
into your decision outputs
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Companies at the top of
their industry for data-driven
decision-making are
productive and

5% more

6% more

profitable than their competitors.
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DIFFERENT TYPES OF ANALYTICS AND WHAT YOU GET OUT
OF THEM
When your technology uses the right kinds of data, a very compelling story is unearthed. And
similar to the rapid emergence of industry data sources, analytical capabilities have forged
their own evolution over the years.
Today’s progressive revenue technology is generally comprised of four distinct types of
analytics—providing three levels of data clarity—that help hotels take broad, diverse data
details and strategically weave them into the page-turning chapters of a bigger revenue story.

Here are the four prominent types of revenue analytics and the
types of business insights they provide:
4 Descriptive analytics and diagnostic analytics both provide revenue hindsight by evaluating historical
performance data to identify what happened, when it happened and why it happened.
Large volumes of historical data are used in descriptive analytics to help hotels make informed
decisions about the future based on what already happened. Common examples of descriptive
data include reservation booking data used in standard hotel reporting, such as business-on-the-books
and pick-up reports.
Diagnostic data aggregates historical data to help you understand why an outcome occurred, and
helps benchmark hotel performance against market competition. Common diagnostic data examples
are business intelligence and STR market performance reporting.
4 Predictive analytics provide revenue foresight by delivering forecasts that establish where your hotel
can execute future pricing and inventory strategies. Most of today’s revenue management solutions
provide this with occupancy and revenue forecasts at the total hotel level.
These forecasts help you anticipate what’s going to happen next, where your revenue opportunities
are and where you can drive effective pricing and inventory controls.
4 Prescriptive analytics go one step further to give hotels revenue insight. They leverage hotel data and
forward-looking market intelligence data to produce automated decisions that identify who your ideal
guests are and how your hotel can achieve optimal revenue performance.
The powerful combination of industry data and strategic controls deliver highly accurate pricing
and inventory control decisions by room type and multiple lengths of stay. They also give you deeper
levels of insight into market positioning, channel profitability and guest personas for more targeted
marketing campaigns and promotions that can be monitored in real-time to maximize direct business
and profitability.
Common examples of prescriptive analytics are advanced demand forecasts at the segment level
and automated pricing decisions at the room type level.
These four types of analytics play an integral role in providing clarity into your hotel’s overarching data
story. When all of these analytical layers of data are incorporated into automated technology, your
revenue strategy creates and executes the most analytically-optimal decisions for richer guest
experiences and increased profitability.
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What to say if you hear the words

“

Call it a Magic 8-Ball, but today’s
predictive analytics allow you to
understand the impacts of your decisions
before you even make them.

But wait, what if…”

from someone you work with
before changing your rates:

“Don’t

WHY ANALYTICS HAVE YOUR
RATE CHANGES COVERED

”

worry, I got this.

Scenario analysis in automated revenue
technology allows you to explore the
outcomes of potential decisions, or if guest
behavior (group wash, for example) differs
from your current expectations.

You can also use this capability to learn how sensitive your system is to changes in particular
types of inputs. Utilizing this type of scenario feature is quick and easy, allowing you to experiment
more to understand how and why pricing and availability recommendations are made in a very
intuitive way.
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BIG DATA—AND WHY GETTING IT RIGHT IS SO IMPORTANT
For the best outputs, you need the best inputs. To unlock the power of analytics, this means that
more than anything, your data quality matters.
Your revenue technology has been using big data in its analytics before it was coined “Big
Data.” As the industry continues to leverage these evolving data sources, hotels need to be
thoughtful about the types of data used within in their technology and business strategies.

We live in a world
where more = better.
But when it comes to
your data, that’s not
always the case.
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HERE’S A RUNDOWN OF COMMON DATA USED TO INFLUENCE HOTEL REVENUE STRATEGIES,
WHY IT MATTERS TO YOU, WHAT IT MEANS IN ANALYTICS AND WHETHER IT IMPROVES YOUR
PROFIT POTENTIAL:

What people are watching online like a hawk: HOTEL PRICES.
4 What it is: Competitive rate shopping data
4 Why it matters to you: Price is important to
your hotel’s demand, and it plays a primary
role in your own revenue strategy. When it
comes to eagle-eying how your comp set
prices themselves, it’s a competitive practice
well worth the effort.
In fact, your competitors’ rates might be
impacting your hotel in more ways than you
even realize—both directly or indirectly.
Direct impact: Changes to a competitor’s rate
may indicate their intent to steal market share
from your hotel—which could directly impact
your demand as potential guests are shopping
around for the best deals.
Indirect impact: Your competitor’s price can
also influence fair market price perceptions.
A guest might purchase from you if they expect
the competitor price to be higher, but might
take a pass on your hotel if they expect the
available rates from competitors to be lower.
This means that competitor rates could
influence your guests’ reference price for
your hotel.

4 And when it comes to analytics: Some revenue
management systems use competitive pricing,
some do not. And there are those that use the
data, but use it only to restrict available rate
choices—rather than analyze its impact on
your demand.
4 Should your technology use it? Yes.
Advanced revenue technology can use
analytics to examine rate shopping data
at levels of complexity hoteliers can’t do
themselves. Analytics help you understand
not only how guests react to your pricing,
but how your rates are positioned within the
market. It estimates the effect of your price
on your demand, and makes adjustments
based on your price position relative to
your competition.
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Something both Joan Jett and every hotel should give a damn about:
THEIR REPUTATION.
4 What it is: Online reputation sentiments.
4 Why it matters to you: The rise of online social
platforms give consumers strengthened
purchase power and a voice that reaches
both suppliers and potential buyers. It’s also
a voice that can swiftly impact your hotel’s
bottom line.
Every good or bad hotel review can be found
in multiple locations online…reaching countless
prospective consumers. This sparks a rising
importance of guest reviews, and how your
hotel reputation can be factored into different
areas of your revenue strategy.
4 And when it comes to analytics: Today’s top
revenue analytics allow hoteliers to utilize their
technology to evaluate opportunities to

influence purchases at the point of decision
making and identify their opportunities to
increase guest satisfaction. Evaluating your
reputation data also allows you to leverage
your online reputation in meaningful ways—
whether it’s a pricing-related change or an
operational advantage.
4 Should your technology use? Yes.
The correlation between a hotel’s rate and
reputation helps hoteliers identify new pricing
opportunities. It has been reported that for
every point increase in ratings, hotel bookings
increase by 14.1% and average daily rate
by 11.2%.
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What to do when you had a few too many and sang karaoke in front
of your coworkers: REGRET IT, DENY IT AND MOVE ON.
4 What it is: Regrets & denials
4 Why it matters to you: There are a lot of
discussions around using customer traffic
data for demand forecasting. Much of this
stems around using regrets and denials,
or lost business data, to unconstrain hotel
demand. However, since unconstraining
demand affects the entire pricing and
revenue management process, using this
data has been largely unsuccessful.
4 And when it comes to analytics: There are two
considerations leading discussions around using
this data.
The first: There is an important distinction
between “denials” because of unavailability
and “regrets” from price or other factors.
The second: Many reservation or booking
systems can’t automatically capture the
difference between a regret and a denial,
with denials manually added in after the fact.
Technology that incorporates denial data
into their analytics from direct websites only

captures partial regrets and denials data
for unqualified transient demand. In doing
so, the demand for different market segments
and additional channel behaviors goes
ignored.
4 Should your technology be using it? No. Not
only is it harmful since unconstraining needs
demand from each—and all of—wholesale,
group, corporate negotiated and unqualified
transient demand, but there’s even more bad
news on the horizon.
Hotels also need to consider the potential for
inaccurate coding practices and multiple same
person inquiries, as well as a high look-to-book
ratio next to generally flat booking volumes.
Too many unknowns make this data unreliable
to use in a forecasting model. It’s why data
scientists refer to regrets and denials as “dirty
data.” In fact, regrets and denials data makes
the strongest case for why the quality of your
data always trumps the quantity of your data.
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What to do when you’re always looking for a better deal:
CHECK THIS OUT.
4 What it is: Cancellations and re-bookings
4 Why it matters to you: You either love or hate
the practice of cancelling and re-booking. If
you’re a hotelier, you hate it—there’s no two
ways about it. But if you’re a consumer? Well,
chances are you’re one of the thousands of
people cancelling and re-booking online
reservations every single day.
However, this practice has some serious
revenue considerations when it comes to your
revenue technology. Just what happens when
a guest that booked with you months ago
cancels their original reservation and re-books
at a lower rate?
4 And when it comes to analytics: When hotel
rate reductions cause guests to cancel and
re-book reservations, it can wreak havoc on
your forecast. In addition to this, the majority
of revenue technology on the market today
can’t account for this specific guest behavior.
It’s one of the areas that today’s revenue
technology has historically been ineffective
at solving for.
And this particular practice might get even
trickier depending on your analytics, especially

if your technology utilizes regrets and denials
data in their forecasting algorithm.
Here’s a good way to evaluate it: If every
repeat shopper is counted as a new unit of
hotel demand, how significantly does that
inflate your demand forecast for that time
period?
But, alas, there’s good news ahead for hotels
when it comes to accounting for this
questionably devious booking practice.
4 Should your technology use it? Yes.
Advancements in revenue technology are
turning the problem of cancelling and
re-booking into an opportunity for hotels.
Now, before even dropping your rate, more
advanced revenue technology allows you to
automatically account for any potential
revenue lost with guests cancelling and
re-booking at the lower rate.
With cancellation and re-booking patterns
varying by property, market, season and
day-of-week, this incorporates even more
powerful analytical insight into using your
technology to optimally balance price
and demand.
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What to ask when rain is in the forecast:
“DO WE NEED TO CHANGE PLANS?”
4 What it is: Weather and airline data
4 Why it matters to you: A great debate has been
brewing over the inclusion of weather and
airline data in forecasting. At first glance, this
data could improve the short-term demand fit
if its immediate impact can be definitively
assigned to a particular market or property,
but a second and third glance call more
thoughtful questions to the table.
For example: Imagine a snow storm hitting
JFK International Airport and closing down
all highways and airports. Is this good or bad
for the hotels in the area?
Well, that depends.
If all departing guests have nowhere to go
and extend their stays while the number of
expected arrivals are low, it might be good for
some hotels since the expected occupancy
has increased. However, if all departing guests
have left and arrivals have stalled, it would be
really bad for most of the area’s hotels.

4 And when it comes to analytics: It has yet to
be proven whether weather and airline data
can be used reliably as an analytical input to
improve forecast performance. This data may
improve the short term demand fit, but that’s
only if the data’s immediate impact can be
assigned to a particular market segment
or property.
And not only does the impact of such weather
events depend on the specific circumstances,
but it will vary greatly for an airport property
versus a property further away from the airport.
4 Should your technology use it?
Not necessarily. Weather data trends may
be impactful to travel patterns at large, but
their relationship to business or leisure bookings
at a particular location is still loosely correlated.
Much of this data is also a forecast in itself,
meaning it potentially introduces an
additional source of error into your hotel’s
demand forecast.
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What to say when your hotel’s marketing campaign missed the mark:
“IT DIDN’T HAVE TO BE LIKE THIS.”
4 What it is: Forward-looking demand intelligence
4 Why it matters to you: Revenue management
and marketing. Marketing and revenue
management. According to industry insiders,
these two departments are a match made in
hotel heaven. To be fair, it’s for good reason.
The availability of travel intent data has
become critical for developing a hotel’s
revenue strategy—coupling two departments
that previously just waved to each other in
passing.
Travel intent data is specialized data that
uses search and booking information from
third-party booking sites and OTAs to help
quantify the demand your hotel can expect
for future dates. This powerful market
intelligence puts names to faces, and gives
you human-focused insights (such as ages
and hobbies).

So now your revenue manager can futurecast,
and your marketing team can market
strategically with more specific ad placements,
experience packages and personalized offers
that attract more direct bookings.
4 And when it comes to analytics: Industry
technology plays an extremely critical role in
helping hotels profit from this data. The ability
to integrate information previously inaccessible
to hotels (such as the relationships between
intent to book and pricing) elevates a hotel’s
forecast and its subsequent revenue
opportunities, such as offering tailored
package add-ons based on guest preferences.
4 Should your technology use it? Yes.
Technologies providing this extensive level
of insight offer hotels a distinct competitive
advantage when it comes to pricing their
rooms, personalizing marketing efforts and
aligning the overall consumer experience
across all booking channels.
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ALL EYES ON YOU: HOW TO GET THE MOST OUT OF YOUR TECHNOLOGY
Your organization—regardless of whether it’s an independent hotel or a larger chain—plays a
big role in the outcomes your analytics provide.
Here are three basic areas to capitalize on getting the most out of industry analytics:
TECHNOLOGY
Do you have the right tech stack and tools available? The benefits of sophisticated analytical
technology provide a solid infrastructure for building and executing your performance strategy
PROCESSES
Optimal processes should not only look at taking advantage of the analytics outputs, but just
as importantly, the inputs. For analytics to work effectively for your organization, your company
culture needs to be geared towards a common goal of data integrity and implementation of
analytical decisions
PEOPLE
Who applies sophisticated analytics in your organization? The role of a data scientist is
becoming an essential component of an effective revenue strategy. Cross-departmental
data scientists can apply their skills where needed at the right times, while balancing the
overhead costs to maintain a new industry role. External resources and third parties providing
analytics as a service are also available. Dedicated support services for your technology and
processes ensures you perform at your maximum potential

IS IT TIME TO CLEAN HOUSE?
We all need to do a little housekeeping from time to time.
Here are a few considerations to dust off the potential of
technology you’re already using, or for implementing a new
system:

Profitability: Focus on gains that drive the most
improvements in bottom-line performance. This is important
for knowing where to move next. Shift the focus towards
profitability of overall business wherever possible.

Organize your data: Ensure you have detailed standards
around business coding and data collection. This is the first
step to making sure your available data is suitable for
digging into future business opportunities.

As a simple example, what is more important when you
assess a potential inquiry for a hotel meeting: good RevPAR
performance or optimal profit performance overall for
the hotel? This simple sentiment represents a common
disagreement between room revenue management
and shifting the focus towards a more holistic perspective.

Ask yourself the following questions:
4
			
			
			
			

When evaluating channel forecasting/optimization:
Are source and channel fields well defined? Are they
reliably assigned to reservations? Does the data
captured support what you want to measure and
optimize effectively?

4
			
			
			

For corporate RFP negotiation: Is profile data
well-organized? Are there duplicate accounts?
Are profiles reliably assigned to reservations?
Can you gain reliable insight into account performance?

4 When managing other revenue streams such as
			 meetings and event space: Are the data collection
			 and business practice standards well-defined?

Business culture: Align your organization and its tools.
Key teams (and their incentives) should align with the
overall goals. For example, sales, revenue, marketing
and distribution teams should have an aligned focus on
achieving overall organizational goals.
Ensure everyone understands their role in collecting data
and contributing towards organizational goals. Knowing
where each individual’s job role fits in—and how to use
the tools available to achieve their goals—is vital for
gaining buy-in across the organization and moving
towards profitable targets.
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Remember: Wherever possible,
keep it simple. Automate your
processes as much as possible,
such as applying automatic
assignment of key fields in booking
processes (market segment/code,
source, channel, profile, etc.).
Taking steps to reduce manual
inputs are vital for building up
clean data that supports your
profit goals.
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WHAT YOU NEED TO KNOW ABOUT MACHINE LEARNING
Advanced analytics use data mining, machine learning and statistics to deliver the most
optimal pricing and inventory decisions for hotels. More recently, the industry has been buzzing
about how machine learning helps hoteliers streamline their current processes.
It’s interesting to note the methodologies of machine learning have actually been used in
predictive analytics for many years. But while it’s not exactly what you’d call a comeback,
make no mistake about it: machine-learning processes are indeed helping out today’s hotels.
What’s new about it? Its more recent revival is in large part reinforced by breakthroughs in the
ability to automatically apply complex mathematical calculations to today’s large volumes of
big data.

WHAT ROLE DOES MACHINE LEARNING PLAY IN REVENUE MANAGEMENT ANALYTICS?
HERE ARE THREE KEY TAKEAWAYS:
4 Machine learning can refer to many different types
of applications, in many different industries
Machine learning has many different examples
in today’s world. Some popular examples of
machine learning are personalized Netflix
recommendations, malware detection
programs, and proactive product suggestions
from online retail giant Amazon.
In revenue technology, machine learning is
used in conjunction with statistical methods
to produce cutting-edge forecasting and
decision optimization. High-performance
technology can use machine-learning
processes to better understand the relationship
between price and demand, and generate
rates that adapt and anticipate market
fluctuations.
The combination of such powerful and
proprietary analytics gives your hotel valuable
business insights, intuition and a more
comprehensive understanding of your
data—and the opportunities it presents
you with.
4 Machine learning is just one piece of the
analytics puzzle
Within the realm of predictive analytics, machine
learning is a method that can be applied to
different types of scenarios to quickly evaluate,
predict and optimize outcomes. Common scenarios
for its application involve those lacking human
expertise, or a way to describe or organize the
experience, such as facial recognition software.

However, there are also scenarios in which a
business problem is not an ideal candidate for
machine-learning processes. An example of this
is when a theoretical model already exists, and
there’s a clear understanding of how certain
factors impact the solution.
Consider the models used to forecast demand or
optimize revenue for hotels. Revenue managers
often ask “why is my forecast so high?” or “why was
this rate selected?” The ability to quickly assess and
answer these types of questions comes from knowing
exactly what data these models use, and how they
use that data.
In the case of machine learning, these questions
would be difficult to answer and could vary
drastically from one hotel to another. For situations
where there’s a need to understand why one
resolution is better than another, machine learning
is not going to be the ideal approach.
4 Machine learning—and revenue technology in
general—still needs TLC
Machine-learning technology organizes and
analyzes data in seconds, and more sophisticated
revenue systems automatically deploy business
decisions based on this type of analysis. But one
of the critical components for hoteliers using these
advanced solutions is recognizing that even though
predictive analytics streamline and automate
processes, human interaction is still needed. Hoteliers
need to validate actions and alert the technology to
things it cannot anticipate.
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WHERE EXACTLY DOES AI FIT INTO
ALL OF THIS?
Artificial intelligence (AI) has exploded onto the
hotel scene over the last few years. Similar to
machine learning (a specific component of AI),
much of these capabilities are supported by
innovative technology breakthroughs.
On the hospitality front, the application of
AI is largely used to enhance the guest
experience—such as data collection around
a guest’s purchases, travel patterns or favorite
locations. In more exciting industry examples,
the use of AI is also demonstrated by robots
checking guests into the hotel and cleaning
their rooms. It’s safe to say we can anticipate
seeing even more use cases emerging in the
coming years.
What should you focus on in the future?
Capitalizing on progressive technologies
supports an incredibly powerful business
strategy for organizations.
However, before diving head-first into the AI
pool, think about what business challenges
you need to solve, and the right methods for
achieving those.
This is the first step to manage any kind of industry
change. Organizations need the right people to convert
the right opportunities into effective business strategies.
And, finally, you just might be wondering: Should you
expect an Alexa-equivalent companion directly within
your revenue management solution? Well, anything
is possible. Perhaps Revenue Max is looking for a new
career avenue.
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YOUR PRUDENT—AND PROFITABLE—GUIDE TO HOTEL ANALYTICS
Powerful analytics drive profitable hotel performance, full stop.
But while it’s easy to see how analytics matter in driving profitable hotel performance, it’s
not always easy to know what to look for in a revenue management solution.
If you’re considering a new system, or simply evaluating the analytics of your current
technology, here are some questions to understand the possibilities of your technology:
4 How does your technology handle the segmentation of your hotel’s data?
Is segmentation constrained by coding in your reservations systems?
4 What types of forecasting methodologies are used?
4 How does your technology handle unconstraining of demand for all different demand
types (such as public pricing, fixed, dynamic, corporate negotiated and wholesale)?
4 How does your revenue solution manage the optimization of different types of product?
4 How does the system address the need for managing all of your business types
(both pricing dynamic and fixed rate businesses)? What controls are produced and
at what levels?
4 Are all of the controls driven by analytics or through user constraints?
4 Does the solution address areas with untouched revenue potential, such as determining
which room types to oversell and creating strategic upgrade paths?
4 Does the solution manage revenue and inventory for all business segments at the hotel,
such as which yieldable corporate accounts to accept, or which bookings to take for
certain lengths of stay?
4 Can the solution help determine if the hotel is giving away too much inventory to
corporate LRA accounts or wholesale allotments?
4 Can the system validate ‘gut feelings’ with predictive and ‘what-if’ analyses that
measure the impacts of making pricing and inventory decisions?
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Can’t get enough of hotel technology & innovation?

Same.
And because we’re passionate about the subject, we also blog a lot about it. Come check
out our blog, or take advantage of our one-and-done subscription to get articles delivered
in real-time to your inbox.
Are you a social maven? We are too.
You can find us active on Twitter, Facebook and LinkedIn.
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