
The independent 
hotelier s̓ guide to 
revenue management



What is revenue 
management?

Question



Answer

Selling the right room to the 
right guest at the right moment 
at the right price…

While this still holds true, the modern travel landscape 
has lead RM to become an increasingly complicated 
discipline that requires looking far beyond just the old 
basics of rate, business mix, channel mix, and so on.

You may have heard the cliché definition of revenue 
management:



Modern 
revenue 
management 
landscape

Revenue management in the modern age requires a truly 
multi-faceted approach that accounts for channel mix optimization, 
booking curve analysis, promotional strategy, digital marketing 
initiatives, a knowledge of a market s̓ short term rental supply, and much 
much more. 

In this series weʼll show you what real revenue managers are thinking 
about and analyzing when devising their strategies. 

Lighthouse s̓ tools and data are used every day by revenue managers 
the world over, so we are confident this learning path will give you the 
foundation you need to start on your revenue management journey.
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Why is revenue 
management 
important?

A hotelʼs financial success depends directly 
on its ability to execute successful revenue 
management strategies and adapt to changes 
in the revenue landscape.



History of 
revenue 
management



History of revenue 
management
The discipline of revenue management ultimately has its 
roots in the Airline industry. In the early 1970ʼs some 
airlines began experimenting with advance purchase 
discounts to ensure guaranteed revenue while also 
being able to better forecast flight capacity, spawning 
revenue management as its own discipline. 

By the late 1970ʼs American Airlines had already coined 
the term “Yield Managementˮ and in just a few years, 
revenue management was already much more 
sophisticated in scope
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Key 
metrics
Room night

A room night represents the quality of a room being occupied for 
a night, regardless of the length of the associated reservation(s).  

When used as a performance metric, room nights are more 
flexible than the count of reservations.

An example reservation. Because the length of stay is 4 nights, this reservation 
gives the property 4 room nights



Key 
metrics
Occupancy Hotel Size

Rooms
Rooms 
Occupied 

Rooms
Vacant

Occupancy
%

100 82 18 82%

42 29 13 69%

675 608 67 90%

92 33 59 36%

Represented in a percentage, Occupancy 
is a basic metric that indicates how many of 
your rooms have been sold and are occupied 
for any time period.

                       Total rooms occupied
Total rooms available for sale

Occ% =



Key 
metrics
ADR

ADR, or Average Daily Rate represents the 
average revenue earned per occupied room on 
a given day.

Put simply, ADR tells you the average price 
guests are paying for their rooms over a 
specific period. 

                            Room Revenue
         # Rooms Sold

ADR =



Key 
metrics
RevPAR

Represented as a dollar amount, RevPAR 
Tells us how much revenue each room in our 
hotel is generating, occupied or not. RevPAR 
can be calculated in 2 different ways. 

                                     Total room revenue
               Rooms available for sale

RevPAR =

                                ADR                 Occupancy %RevPAR =

or

X



Basic
principles



Product
Product for the purposes of this guide, 
product refers to a hotel product, or a room 
product. 

At the end of the day, we as hoteliers are 
selling accommodations and experiences, 
and the hotel itself, and the rooms that we sell 
are often commonly referred to as the 
‘product .̓

Basic principles



Demand
Demand in this course will refer to the level of 
consumer want and need for hotel supply. 

To use an example, a Florida beach hotel 
likely experiences high demand during Spring 
Break, and an Alaskan hotel might have low 
demand in Winter. The level of consumer 
demand for these 2 hotel products varies 
greatly!

Basic principles



Forecast
A forecast is a prediction of future performance. 

You will learn later why these are so important 
in our industry, but for now just know that lots 
of time and effort goes into creating the most 
accurate forecast possible, whether for 
consumer demand, or anticipated room revenue.

Basic principles



Pricing
Itʼs no secret that prices fluctuate 
in revenue management. 

Pricing refers to the actual determining 
of a hotelʼs sell rate for certain products 
during a certain time period, but also 
the larger overarching topic of how those 
decisions are made.

Basic principles



Distribution
Distribution refers to the different 
available avenues that a hotel may 
utilize to sell rooms, and all of 
the technology that makes that possible.

Basic principles



Analysis
This is what revenue managers do! 
By analyzing data we are able to make 
educated decisions on how best 
to maximize revenues and profitability!

Basic principles



Internal 
analysis



Internal
analysis
Knowing your hotel

The most important hotel for a revenue 
manager to know is obviously their own. 
Before a revenue manager can begin to 
make commercial strategy decisions such 
as pricing, yielding and promotional 
strategies, one should understand a few 
key factors.



Internal analysis
Knowing your hotel

Location - A hotelʼs physical location is crucial as it determines 
what the proximity is to demand drivers such as convention centers, 
football stadiums, corporate offices, etc. A hotel with a location 
convenient to multiple places of interest can reasonably expect to 
charge a premium vs. hotels that are more distant to those same 
places of interest.

Rooms - An RM must consider not only the physical capacity of a 
hotel (how many rooms it has), but also the mix of rooms, the quality 
of the room product, and the amenities as well. If a hotel has only 60 
rooms with 2 queen beds, it cannot reasonably expect to house 
sports teams who are looking for a minimum of 80 2 queen room 
beds!

F&B quality - Food and beverage can also be a major factor to 
consider for a revenue manager. Does the hotel have banquet room 
capacity? Is there an attached restaurant? A quality restaurant or bar 
can drive valuable ancillary revenues to a property and can 
compliment a hotelʼs package and promotional strategy.

Brand vs. non-branded - Branded and independent hotels both 
have their own benefits and drawbacks. Independent hoteliers may 
find that they are able to have more autonomy to try new and 
innovative strategies but not have the same built-in customer base 
that a large brand can provide. By the same token, branded hotels 
may feel more secure in the fact that their revenue management 
systems and CRS systems have robust support systems and 
failsafes in place, but may feel constricted by brand regulations and 
competing supply within the same brand.

Other facilities - Some hotels may have a unique amenity or 
facilities that others do not - is this a competitive advantage for the 
revenue department? Consider how your other facilities such as spa, 
cabanas or golf amenities can be leveraged to contribute to your 
total revenue strategy.



Internal
analysis
Knowing your strengths 
and weaknesses

Now that you have an idea of what a revenue 
manager must consider when looking at their own 
property - letʼs take all of these same criteria into 
consideration when looking at our compset, or 
competitive set. Those hotels with which we 
compete most closely for the same guests).



Internal
analysis
Knowing your strengths 
and weaknesses

Consider making a SWOT analysis, (Strengths, Weaknesses, 
Opportunities and Threats). A SWOT chart visualizes how your hotel 
stacks up vs. your competitive set. By creating a visual representation 
of where your hotel is strong, and also where it stands to improve, a 
SWOT analysis is a great way to determine roughly where you should 
fit in the larger pricing puzzle.

Our Hotel Comp 1 Comp 2



External 
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External 
analysis
Knowing your market

A revenue manager should understand their 
market on a deep level by performing external 
analysis. Factors such as: seasonality, demand 
drivers, short-term rental supply, all affect 
decision-making. These factors that are outside of 
the direct control of the hotel are considered 
external factors.



External 
analysis
Knowing your market

Understand the main demand drivers of your market. 
Some cities may be located in a hotel market that is 
mostly driven by strong corporate travel (both 
group/convention and individual travelers), but not 
much tourism demand. Other markets may be the 
polar opposite. Demand drivers like military bases, 
sports facilities and national parks can be other 
reasons guests flock to your market.

A keen revenue manager should have a good feel for 
what feeder markets and key guest demographics 
account for the majority of their demand as well.



External 
analysis
Knowing your market

Revenue managers also take their understanding a step 
further by analyzing their submarket & submarket class. 

To use a simple example - although two hotels may be in 
the same larger market, one hotel may be an extended 
stay class property near the airport, while another hotel 
may be a 4 star resort property 25 miles away on the 
beach. Although these two hotels are in the same market, 
their submarkets vary greatly, as do their submarket class.



Understanding 
demand



Demand
Can best be summed up as the underlying consumer 
want and need  for hotel supply. A revenue manager can 
speak about ‘demandʼ at both a macro and micro level. For 
example, read the two statements below:

“demand  for government travel in the southwest is 
expected to exceed 80,000 room nights this quarterˮ

“demand  for 2 queen suites on Saturday night is 
low at our property, weʼve only booked 4 rooms! .ˮ

Both are equally valid uses of the term demand  
as it relates to hotel revenue management.



Unconstrained 
versus 
constrained 
demand

Unconstrained
Describes how much demand there is assuming no 
inventory ‘constraintsʼ - for example if we are forecasting 
that there is 200 room nights of demand on a particular 
night, and our hotel only has 90 rooms to sell, it is a very 
safe assumption that we have the ability to sell out, and will 
implement strategies based on this knowledge.

Constrained
Constrained demand describes how much demand 
there is assuming certain constraints, mostly commonly 
being the hotelʼs capacity. For example, if a hotel has 90 
rooms, and is forecasting 90 rooms of constrained 
demand - we are only looking at the forecast from the 
perspective of rooms we can actually sell.

VS



What is 
demand?
How demand 
impacts prices

Elastic Inelastic

High price elasticity means that the guest is more price 
sensitive, usually due to higher amounts of supply, 
but often due to other factors such as a flexible travel 
itinerary, or other similar travel destinations.

High price inelasticity means that a guest is willing 
to pay a higher price due to any number of factors, 
usually limited supply, or importance of proximity to certain 
destinations or demand drivers.



What is 
demand?
Seasonal demand

A good revenue manager must understand any effects of 
seasonality on their hotel and marketʼs demand patterns. For 
example, certain cities have a strong corporate convention 
calendar that dictates their entire yearly demand cycle. 

This is often directly tied to the weather in that market, but 
inclement weather in other regions that are strong feeder markets. 
Think about why a large Chicago corporation may have their 
yearly convention in Tampa Florida in January! Seasonal demand 
affects all segments though, not just corporate!



Forecasts and 
their importance



Forecast

A forecast is a quantifiable prediction of a hotelʼs 
performance , usually expressed in key metrics such as 
ADR, Occupancy, Room nights, revenue, or RevPAR.

Much like demand in our previous chapter, forecasts can 
be very broad, and encompass large date ranges: 

“We are forecasting  84% occupancy this year, 
up 1.2% year-over-yearˮ

Or, be extremely focused:

“Monday night we are forecasting  12 room nights 
within the corporate negotiated market segmentˮ



What is 
a forecast
This example forecast shows a highly granular 
June forecast, by day, by submarket segment. 

Notice that all segments are accounted for in 
this type of forecast. All segments roll up into 
the “Total Forecastˮ column. This forecast was 
generated using our own Business Intelligence 
product, Spider.



What is 
a forecast
This is an example of a more top-level view 
which includes multiple forecasts. 

In this view from Business Intelligence we can 
see our current on the books for this year, 
alongside BIʼs automated forecast, an RMS 
forecast and User forecast, alongside our 
Budget goals!



Elements 
of a forecast



Date range
When forecasting, the date range should be well 
defined to create efficiencies when comparing 
against other date ranges - most commonly, 
forecasts are created for Months, Quarters, 
Years, but there are also other niche applications 
where forecasts are made for individual days.

Elements of a forecast



Segmentation
Any detailed forecast needs to have a segmentation 
element. For example, a forecast of “20 room nights 
of demandˮ may be too vague. 

A revenue manager should be able to speak to what 
comprises this 20 room night forecast, and should be 
able to identify that it is split up between direct 
business 5 rooms nights), bookings made via OTAs 
10 room nights) and bookings from wholesalers 5 
room nights).

Elements of a forecast



Patterns
Certain patterns dictate how a forecast will look. For 
example, when forecasting at the daily level, day of 
week is often a main influencer for the performance 
we can expect. 

For example, corporate demand often reaches its 
peak across Tuesday + Wednesday night and is 
lowest over the weekend. Therefore, a forecast with 
huge amounts of corporate demand over weekends 
may not be logical.

Elements of a forecast



Pickup + pace
Pickup is a crucial element to an accurate forecast - 
how many rooms a hotel is picking up or losing, and 
at what pace offers a constant stream of feedback 
and data points that a revenue manager can use to 
fine-tune their forecast as time goes on. 

Pickup can be further segmented (as discussed 
above) to greatly improve forecast accuracy.

Elements of a forecast



Pickup + 
pace
Notice that this hotel has an extremely 
strong forecast for an upcoming weekend.

This is because the hotel was already in a 
strong position pace-wise (strong on the books 
occupancy) and is continuing to experience 
solid 7-day pickup over these dates.

Elements of a forecast



Distribution



Distribution 
channels



Guest Hotel

Direct booking 
channels
Direct booking channels are those channels which do not have 
a 3rd-party intermediary, and are typically the most desirable 
channels for guests to book from the hotelʼs perspective. Guests 
booking directly via the hotelʼs website is a perfect example of a 
direct booking channel.



Guest Hotel

Indirect booking 
channels
Indirect booking channels are booking channels with an 
intermediary that charges a fee for visibility and use of their 
technology. We will see several examples, but Online Travel 
Agents and wholesalers are a perfect example.

Intermediary



More insights 
at your fingertips



Discover more

Looking for
more insights?
At Lighthouse, we strive to help independent 
hoteliers stay on top of their game by translating 
hospitality data and trends into actionable tips.

Take a look at the resources on our website 
and subscribe to our newsletter to discover the 
latest insights.

https://www.mylighthouse.com/resources
https://www.mylighthouse.com/resources


AIPOWERED 
PLATFORM

BOOKING 
ENGINE

PRICING 
MANAGER

CHANNEL 
MANAGER

RESERVATION 
MANAGER

PAYMENT 
MANAGER

1 SIMPLE

Lighthouse for 
Independents
Want to supercharge your revenue 
management, effortlessly?

Discover more

https://www.mylighthouse.com/platform/independent-hotels

