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Robert Cross called it a “Marketing Renaissance” 17 years ago when he published his 

groundbreaking book, Revenue Management: Hard-Core Tactics for Market Domination. 

It was the title to the last chapter in the book, and described how both revenue 

management and marketing had the same end goal: driving revenue. He envisioned 

a new position, a chief revenue officer, who would lead all activities that generate 

revenue, including both revenue management and marketing.

“The only way companies can reduce the 
uncertainty in both the marketplace and 

the marketing process is by gathering and 
correctly analyzing the greatest amount of 

detailed information as possible.”

That hasn’t happened yet in the hotel industry. Many companies still keep the 

two disciplines separate, but some of the most innovative ones are beginning to 

understand that a tighter relationship is better, if not necessary. 

“The only way companies can reduce the uncertainty in both the marketplace and 

the marketing process is by gathering and correctly analyzing the greatest amount of 

detailed information as possible,” Cross wrote.

Gathering and analyzing detailed information is the foundation of revenue 

management. When done in conjunction with marketing, a more comprehensive 

revenue strategy can be employed to drive revenue and profitability.

Working in Unison

Revenue managers have always been tasked with compiling the data, forecasting 

demand and then making pricing recommendations. Marketers work to create the 

demand and then help convert it into sales. There are numerous examples of ways the 

two disciplines can better work together.

Revenue Strategy – A comprehen-
sive approach to profit optimization 
that: A) accounts for costs associated 
with customer acquisition and 
retention; B) leverages interde-
partmental intelligence to facilitate 
a collaborative approach to 
revenue generation; and C) unlocks 
behavioral insights through new data 
sources and price elasticity testing. 

Revenue Management - The art 
and science of predicting real-time 
customer demand and optimizing the 
price and availability of products to 
match that demand.

Commissions - The payments that 
a travel agent receives for each 
reservation made on their site. 
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Revenue Strategy: It’s Time to Move Beyond Revenue Management

Revenue management can give visibility to marketers on periods of high demand 

compared to low demand and on what segments are coming each day, so promotions 

and specials can be used more tactically. Rather than flood the market with deals on 

a day already high in demand, marketers could strategically deploy promotions when 

and where they’re most needed.

As technology improves, revenue managers continue to find new sources of data, like 

social media, guest reviews and even web shopping information, which could provide 

marketers invaluable information. Online marketers could track and analyze what 

offers and prices on the website have been booked, or not, and at what times and at 

what price points.

This is powerful new information the 
marketing department could be taking 

advantage of when working in unison with 
revenue management.

Marketers always look at redeemed offers, but what about the people who clicked the 

offer, but did not redeem? What price did they see when that happened? At what price 

did they book? This is powerful new information the marketing department could be 

taking advantage of when working in unison with revenue management.

Systems and strategies should also be integrated with loyalty tools and campaign 

management systems to help dynamically yield loyalty rates and offers. Why does 

an offer always have to be at the same price? The more prices you can offer, the 

more opportunity and revenue you can capture. Think about if loyalty rates were 

independently yielded instead of being a fixed percent off best available rate. Now 

imagine doing that for specific customers, based on their lifetime value, and the idea of 

implementing one-to-one marketing is becoming closer to reality.

Moving Toward 1:1 Marketing

The customer data profiles once kept and recorded manually in ledgers are now 

being maintained in property management systems and many major hotel brands and 

companies are using customer relationship management systems to aid in the process.

Yield - The dynamic pricing, 
overbooking, and allocation of 
perishable assets to maximize 
revenue.

Overbooking - The practice of 
confirming reservations beyond 
capacity, either in expectation of can-
cellations or no-shows, or in error.

Channels - Different methods by 
which a customer books/reserves a 
room.

Booking WIndows - The timeframes 
in which hotel reservations come into 
hotels for a particular day.

Web Shopping Regrets  
and Denials - When a hotel has 
been shopped online and a rate was 
given but the guest did not book a 
reservation, or a rate was not given at 
all due to a restriction or sell out.

OTAs – Online Travel Agencies, travel 
intermediaries that allow consumers 
to research and book their own travel 
through the use of travel websites 
such as Expedia and Orbitz. 

GLOSSARY



4

Bridging the Gap: Why Revenue Management and Marketing Must Come Together

CRMs allow greater functionality to segment and analyze customer visits and spend, 

in essence capturing the more robust customer data profile marketers desire. This 

provides the ability to segment those customers by lifetime value. 

The next step from there is connecting the CRM to revenue management and 

aligning traditional marketing with those functions. If the CRM can calculate profit 

at the customer level and then segment those into lifetime value calculations, those 

segments could be mapped into revenue strategy systems to offer yieldable rates per 

customer segment or profit tier.

Each tier could receive independently yieldable prices, which would correspond to 

rate codes in the PMS. The booking engine and call center application would have to 

recognize the customer at the point of booking to determine the appropriate tier and 

rate code.

Most large hotel chains have that capability in place now and are using a CRM with 

some form of profit-based segmentation. Their loyalty programs provide login 

capability so customers can be identified at the point of booking. Chains use these 

logins to display discreet offers, including points promotions, and they provide the 

chance to redeem those points. But they could be doing more.

Database marketers and the operations teams on property use the data and tiering 

to determine guaranteed benefits, discounts and personal preferences. But from the 

revenue management perspective, the most important customer segmentation is by 

profit. For example, the top tier might include guests who stay 20 nights per year over 

peak dates in an expensive room type, or someone else who is more value conscious, 

but stays 50 nights a year.

Both guests are loyal and very valuable customers. When they log in, they could 

receive preferential prices, better than what a non-loyalty member would see at the 

brand.com site or what would be available through the best-available rates seen at 

third-party sites. These “fenced” offers would not violate rate-parity agreements, and 

would incent customers to become loyalty program members and book directly.

And even the lowest tier of known customer could receive a modest discount to the 

public best available rate, whether that be 10 percent, $10 or $1, because these are 

the customers who are most likely to defect to another higher cost, discount channel 

or another brand with a better offer.

Dynamic Pricing - The process 
of actively applying revenue 
management by selling the same 
products at different prices to 
different customers.

Demand - The forecast of how many 
rooms you could sell if you had an 
unlimited number of rooms.

Predictive Analytics - Extracting 
information from data and using it to 
predict trends and behavior patterns.
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Only unknown customers who do not have an account and login would see the highest 

and “best” available price that is also live on OTAs and in the GDS. Those rates could 

be raised, rather then all the fenced offers being discounted, although even if average 

daily rate did remain flat or fall slightly, profits would still increase with more bookings 

coming directly through the brand.com site.

This approach could be a marketing opportunity and shift significant share back to a 

company’s low-cost direct booking channel. A hotel chain’s best customers already 

have an account and are logging in, but a move like this would give all other potential 

customers a significant reason to create an account, and then book directly for the 

lowest prices.

The potential is unlimited, but it can’t become a reality if goals aren’t better aligned 

between revenue management and marketing. The technology is in place for some 

companies to begin making this move now and as the interfaces between property 

management, central reservation, revenue management and customer relationship 

management systems improve, the opportunity for others will follow.

Time for Change

Revenue management and its supporting systems have historically been responsible 

for forecasting demand and pricing rooms to maximize revenue. That can no longer be 

done in a vacuum, separate from the marketers who are creating much of that demand 

and then working to convert it into sales.

The two departments can’t work in silos. They have a common goal, and one at the 

heart of any hotel’s success: driving revenue, as Robert Cross wrote in 1997. And 

today, with customer acquisition costs rising at a faster rate than revenue, net revenue 

or profits are more important than ever.

A holistic and integrated revenue strategy is necessary to combat the increasing 

commissions that threaten the livelihood of hoteliers. The cost of acquiring the 

customer—the money being paid to intermediaries, metamediaries and other 

marketing fees—is increasing exponentially. It is essential all facets of marketing and 

revenue management collaborate closely with unified objectives, processes and data.

Open Pricing - The ability to price all 
room types, channels and dates inde-
pendently of each other to maximize 
revenue without having to close any 
off.

BAR – Best Available Rate, a 
commonly used base rate upon which 
all other priced segments are based 
upon.
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