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ConCePtUal aPPRoaCHes to ReVenUe  
management In tHe InteRnatIonal PRaCtICe  

oF tHe FUnCtIonIng oF Hotels
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Представлен обзор основных подходов к процессу управления доходами в деятельности гостиниц в между-
народной практике. Проведен анализ понятия «управление доходами». Подчеркнута роль и значение кадровой 
политики и наличия информационного обеспечения в процессе управления доходами.

In the article is discussed the conceptual approaches to revenue management process in the international practice of 
the functioning of hotels. The analysis of definitions of revenue management is made. It highlights the role and importance 
of human resources and the special software in the revenue management system.
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Revenue management (RM), also known as yield 
management, plays an important role in the 

hotel management in the world. Nowadays revenue 
management has gained attention recently as one of 
the most successful application areas of operations 
research.

Initially developed by the airline industry after 
the deregulation process in the 1980s, revenue 
management has expanded to its current state as 
a common business practice in a wide range of 
industries. It is profitably used in the airline industry, 
hospitality industry, including restaurants, golf 
courses, spa resorts,  conference centres and other 
companies.

The applicability of revenue management as a 
practice in the hotel industry is determined by the 
following aspects [2]:

zzzz product perishability;
zzzz limited capacity;
zzzz high fixed and low variable costs;
zzzz unequal demand throughout the day/week/

month/year;
zzzz possibility to forecast demand;
zzzz possibilities to segment market demand;
zzzz different price elasticity of market segments;
zzzz different willingness-to-pay of market segments;
zzzz possibility for advanced booking.

There are many approaches to the definition 
of revenue management. David K.Hayes, Allisha 
Miller (2010) define revenue management as an 
optimization model based on forecasting the demand 
for various market segments [1]. El Haddad, Roper 
& Jones (2008) define revenue management as an 
essential instrument for matching supply and demand 
by dividing customers into different segments based 
on their purchase intentions and allocating capacity 
to the different segments in a way that maximizes a 
particular firm’s revenues. Kimes (1989) and Kimes 
& Wirtz (2003) define revenue management as the 
application of information systems and pricing 
strategies to allocate the right capacity to the right 

customer at the right price at the right time. This 
puts revenue management practice into the realm 
of marketing management where it plays a key role 
in demand creation (Cross, Higbie & Cross, 2009) 
and managing consumer behaviour (Anderson & 
Xie, 2010). Revenue management theory has 
also benefited strongly not only from marketing 
management research, but more profoundly from 
operations (e.g. Talluri & van Ryzin, 2005) and 
pricing research (Shy, 2008) [2].

Among the Russian scientists, as well there are 
different approaches to the definition of revenue 
management. In this article will be observed just some 
of them. Thus, A. L. Lesnik considers that revenue 
management is a method of managing sales of the 
available rooms with rates, allowing obtaining the 
maximum revenue from the combination of elements 
(the number of sales and price) at a certain time [9].

Due to opinion of G. A. Papirian revenue 
management regulates room rates depending on the 
level of advanced booking [10].

If we analyze all the definitions given above, we 
can see that the focus of control in each of them 
includes two elements: variable pricing and duration 
control (time control). Duration can be controlled 
by monitoring data on the arrival date, length of 
stay and reduce the lead period. Accordingly, price 
control is possible via composing the rates system and 
the establishment of various restrictions on the use of 
certain rates, interrelated with this rates system. 

Most of the definitions of the term “revenue 
management” is based on the ability to correctly 
balance the duration control and price variability.

Industries traditionally associated with revenue 
management (e.g., hotels, airlines, car-rental firms, 
and cruise lines) are able to apply variable pricing 
for a product that has a specified or predictable 
duration (Quadrant 2) (fig. 1). On the other hand, 
sellers of function space, movie theaters, performing-
arts centers, and arenas charge a fixed price for a 
product of predictable duration (Quadrant 1), while 
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restaurants and golf courses charge a fixed price but 
face a relatively unpredictable duration of customer 
use (Quadrant 3). Many health-care businesses 
charge variable prices (e. g., Medicare versus private 
pay), but cannot predict the duration of patient use, 
even though some may try to control that duration 
(Quadrant 4). The lines dividing the quadrants are 
broken because in reality no fixed demarcation 
point exists between any of the quadrants. Thus, a 
given enterprise (such as renting function space) 
may have attributes from more than one quadrant. 
Successful revenue-management applications are 
generally found in Quadrant-2 industries, because 
they can manage both capacity and price. To obtain 
the benefits associated with revenue management, 
industries outside of Quadrant 2 should attempt 
to emulate Quadrant-2 businesses by deploying 
the appropriate strategic levers (for example, by 
controlling duration). This implies that Quadrant-1 
businesses, such as renting function space, should 
concentrate on developing demand-based pricing 
approaches. This is not to say that duration 
management cannot be improved, but only that most 
of the benefits associated with revenue management 
will be obtained from differential pricing [7].

At the same time the third element that is 
important for the successful implementation of 
revenue management process is the space (area) in 
its physical terms, that is, the space included in the 
sold product or service – room space, space (seats) in 

Fig. 1. A Typology of Revenue Management1 [3]

the airplane, space (seats) in the movie theater, etc.) 
[8]. The space is the primary source of the product 
sold, respectively, it is its integral part and plays 
an important role in the overall system of income 
maximization. The fact that the capacity of the sold 
space can be fixed (room), but can be changed (e. g. 
conference room depending on the arrangement) that 
respectively directly affects the final revenue from the 
sale of such spaces (playgrounds).

However, according to the author’s vision, in 
addition to the above three mentioned elements, it’s 
neseccary to mention about one more element, the 
fourth one: the data (information analysis).

 In the author’s opinion,  this element plays an 
equally important role for hotel revenue management 
as duration, pricing and space. Without the necessary 
information, for example, it is impossible to make a 
demand forecast or to make a right desicion about the 
room rate for a period of 6 month in advance. 

Thus, the revenue management can be represented 
schematically in the following way (fig. 2).

Moreover, for profitable hotel revenue 
management is extremely important to have not 
just in-house data, but the the same time is quite 
important to have external data. Simplifying hotel 
yield decisions and strategies, in-house and external 
reports provides very important information about 
property sales indicators and demand trends as well 
as strategic insights and detailed overviews of revenue 
management performance, analysis and action items: 

1 A version of this diagram was previously used in: Sheryl E. Kimes “Revenue Management on the Links: Applying 
Yield Management to the Golf-course Industry,” Cornell Hotel and Restaurant Administration Quarterly. Vol. 41, 
N 1 (February 2000). P. 127; and most recently in: Lawrence R. Weatherford, Sheryl E. Kimes, and Darren A. Scott 
“Forecasting for Hotel Revenue Management: Testing Aggre- gation Against Disaggregation,” Cornell Hotel and 
Restaurant Administration Quarterly. Vol. 42, N 4 (August 2001). P. 54.
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key performance indicators (ADR, occupancy, 
RevPAR, GOPPAR and etc.), day by day demand, 
pick-up and revenue insight for any property, pick-
up information by market segment and sales or 
distribution channels, competitor rate shops, event 
calendars, past, current and future performance, 
compared to budgets.

Easy-to-use information that hotels and 
hostels need on a daily basis to make smart revenue 
management decisions quick, easy and efficient 
requires the experience and knowledge of qualified 
personnel. 

Taking into account the each of four elements 
is equally important, the author defines revenue 
management as the process of maximazing the 
revenue from the sale of units of space in physical 
terms (hotel room, airplane seat, table in a restaurant, 
function room in a hotel) with with considering the 
time factor (reservation date and duration of use) 
and the price factor (consumer sensitivity) at a given 
moment of time, based on a detailed analysis of the 
original and historical data for the previous periods 
made by revenue management professionals or by 
automated revenue management solution in order to 
predict the possible development of the situation on 
the market.

Dr. Ravi Mehrota и Mr. James Ruttley offer the 
conceptual approach to revenue management system 
consisting of four stages: forecast, optimize, control 
and monitor [5].

Good demand forecasting is a key aspect of 
revenue management. The decision about price policy 
is more measured and deliberated when there is a 
possibility to forecast correctly the hotel occupancy 
and category of clients. Once you have a forecast, 
you can determine on which days it is likely that you 
will have to turn down demand. Thus, after forecast 
comes the moment of decision making (optimize): 

the reservation request should be accepted or rejected 
in order to maximize both the revenue and the hotel 
occupancy. This step is the most important in the 
whole revenue management system and requires 
taking into account all existing aspects of the current 
situation. 

The stage “control” means the following the 
frames of restrictions in the booking confirmation: 
lenth control (minimum length of stay, minimum 
stay-through, maximum length of stay) and rates 
control. For example, if a specific Friday was 
forecasted to be very busy, a minimum length-of-stay 
requirement of two nights could be put in place for all 
discounted rates or possibly for all rates except if the 
client requested a superior or suite.

The stage “monitor” is a stage of the process 
when we compare the situation that is happening to 
what was expected to happen based on the forecasts. 
In case the forecast hasn’t happened, it means that the 
methods of forecast are not effective. In this concept 
there is no any information about human resources. 

In author’s opinion this concept in general 
describe the revenue management process but 
a number of important priorities are not taken 
into account. This is about revenue management 
professionals and automated revenue management 
solution.

According to the author’s opinion revenue 
management system is something distinct from the 
above-mentioned concept. The author’s concept 
is based on the human resources in the center, so 
as revenue management professionals play a key 
role in the hotel business in general and ensure the 
implementation of all processes of its activities in 
particular. Nowadays, it’s obvious that it’s impossible 
to analyze bit amount of data without the appropriate 
software. It should be noted that the RM software 
influences the decision making process of revenue 

Fig. 2. Key elements of Revenue Management
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managers. But at the same time RM software 
forecasts should be used as guidelines, not as ultimate 
decisions. This underlines again the key role of 
personal. 

The correctness of the initial gathering of the 
necessary information and its further processing 
depends on qualification, knowledge and professional 
skills of revenue managers. After determining 
the necessary data selection criteria, the revenue 
manager generates demand forecast on the basis 
of the obtained data. Depending on the current 
situation, they determine the strategy and a decision 
on its implementation by the application of revenue 
management tools, tactics and resources. Further 
there is the control of the work and subsequent 
analysis of the results and correction of the subsequent 
cycle. The implementation of each stage based on the 
human resource and the success of each stage depends 
on the potential of this resource. 

In support of this opinion I’d like to mention 
about the results of on-line survey of 186 revenue 
managers in Asia and North America, organized by 
Singapore Tourism Board Distinguished Professor 
of Asian Hospitality Management at the Cornell 
University School of Hotel Administration Sheryl e. 
Kimes [6]:

zzzz RM professionals believe that the most 
important issues facing revenue management are 
related to human resources. HR issues such as career 
path development, training, and hiring and retention 
strategies were considered to be in major need of 
improvement. 

zzzz Over 60 percent of respondents identified HR 
issues as the greatest concern for RM in the future. 

zzzz Asian respondents thought all aspects of revenue 
management needed more improvement than did 
managers from North America. This difference 
of opinion over the need for improving revenue 
management was significant.

zzzz RM professionals also indicated their belief that 
revenue management should be expanded to other 
hotel departments such as function space, restaurants, 
and spas. Along that line, expansion of RM was seen 
as the strongest RM trend. 

zzzz Many respondents talked about the need for a 
more holistic view of RM. Rather than focus only on 
maximizing rooms revenue, they thought that RM 
should be used to maximize total hotel revenue.

zzzz Respondents expected that RM systems would 
become more centralized and automated as RM 
assumes an even larger role within the hotel. This 
implies that hotels will need to continue to invest in 
both their RM systems and in the RM professionals 
who manage them.

zzzz RM professionals and hotel executives should 
concentrate on improving the human resources 
activities associated with RM and should begin to 
think about how to apply RM to other parts of the 
hotel. At the same time, they should be thinking of 
and investing in ways to further automate some of the 
more routine functions of RM.

It should be underlined that human recourses is 
a quite important element in the hospitality system 
in CEE countries, including Belarus. It should be 
paid a lot of attention to the question of updating 
the qualification and professional skills of staff in 
the hotel business, including study of modern and 
successful international practices and experience, 
including revenue management. This will help to 
guarantee the high-level service, correct, effective and 
appropriate for clients rate system and the sustainable 
position of the market of hotel services with the high 
level of national and international competition. 

The processing of large databases is impossible 
without appropriate RM software and hotels that 
employ it gain a strategic advantage over those that 
rely on intuitive decisions only and have improved 
financial performance [2]. Thus, one of the RM 
approaches typology is the following: they can be 
divided into no-tech, low-tech and high-tech. No-
tech are usually used in small hotels, when owners 
observe the demand, and adjust prices to move 
demand from peak days to low-selling days without 
using any RM software, all decisions are made by 
a person. Low-tech approach usually exists in the 
hotels with RM software, which provide with the 
some information and the decision is made by a 
person but partly based on the results of e-reports. 
The last approach – high-tech – is visible when 
proper application of RM concepts require to analyze 
huge amount of data and there is integrated  highly 
sophisticated RM systems in the hotel operation.

Traditional revenue management system (RMS) 
creates pricing strategies based on the forecasting 
of demand. While still in widespread use and often 
considered state of the art, forecast-based pricing 
misses opportunities to maximize long-term customer 
value as it focuses on short-term revenue gains.

By failing to differentiate pricing at the customer 
level, forecast-based pricing may miss opportunities 
to acquire new customers, build the loyalty program, 
maximize share in the customer’s mind or factor in 
the full spending of customers during their stay when 
pricing inventory.

Against this background, hotel companies 
seeking to optimize revenue management in today’s 
competitive environment should consider the 
following:

zzzz Data integration across enterprise systems, 
breaking down data silos and opening up RMS to 
access and process more complex data feeds in a more 
flexible fashion.

zzzz Upgrades to the RMS software interface to 
create a more immersive analytical experience within 
a single window to the world.

zzzz Surprise-based loyalty tactics, delivering 
unexpected benefits to targeted customers.

A good RMS may equate to a real-time trading 
system: a single platform that integrates customer 
data, forecasting, demand from third parties (e. g., 
online travel agencies), local event information, 
market news and advanced visualization and 
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analytic studies within a single window to the world. 
A powerful RMS that allows analysts to seamlessly put 
this data to use creates opportunities for better pricing, 
stronger loyalty and operational improvements.

Embracing innovative advancements in loyalty 
programs, RMS and the Internet will not only 
enhance the guest experience, but also drive top- and 
bottom-line results for hotel owners and management 
companies. To capitalize on tomorrow’s opportunities 
and position companies for further growth, managers 
must evaluate their technology agenda today [4].

Revenue management has been practiced in 
hotel industry for over twenty-five years and has been 
adopted by nearly all of the major hotel chains  and 
many independent hotels in the world. It means that 
revenue management practices vary in the international 
practice, so as its efficiency and benefits are obvious 
for both the hoteliers and clients. It helps hotels to 
have a sustainable position on the market with high 
competition on national and international levels. 

Some hotels use highly sophisticated RM 
systems, while others prefer simple spreadsheet 

models. Indeed, RM software is a quite expensive 
and not every hotel can afford it. But it’s obvious that 
in order to capitalize on  opportunities and position 
companies for further growth in the future, managers 
must evaluate their technology agenda today.

Many hotels in the world now employ revenue 
managers at the property level, some also have 
regional revenue managers, and nearly all chain hotels 
have a revenue management department or group at 
the corporate level. At the same time we need admit 
that the key role and importance of human resources 
in revenue management process is not accepted as 
a fact by many participants of international hotel 
market. Thus, there is still such kind of problems 
with this issue (career path development, training, 
hiring, salaries and retention strategies). The hoteliers 
who wish to improve the position of their hotel on 
the market should start integrate into hotel’s everyday 
activity the methods of revenue management focusing 
on the involvement in this process high-professional  
RM specialists and innovative advancements in RM 
software.


