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Cornell Study Confirms the Value of ReveriManagement
2006-06-21

Hotel Industry Applies Revenue Management In Good Times And Bad

Whether business is weak or strong, hotels in the United States generally apply demand-based revenue management
techniques to rate-setting decisions. However, a study of the interaction of pricing strategies and revenue management ¢
that certain types of hotels are particularly diligent with revenue management. The study, by Cornell professors Linda Ce
and Cathy Enz, found a strong correlation between a price strategy of offering rates above a hotel's competitive set with
effective revenue management. Issued by the Cornell Center for Hospitality Research, the report, 'Revenue Managemer
U.S. Hotels: 2001-2005," is available at no charge at

http://www.hotelschool.cornell.edu/chr/research/centerreports.html.

'In an earlier study, we noticed that as business fell off in 2001 and 2002 hotels were careful to adjust rates based on de
changes,’ explained Enz, who is associate dean for industry research and affairs and the Louis G. Schaeneman, Jr. Prof
of Innovation and Dynamic Management. "The question that we answered in this report is what happens with revenue
management when the industry’s fortunes improve. The general answer is, revenue management continues in force, altt
the correlation between rate and demand was the strongest in 2001. Additionally, we note that revenue management
correlations are generally stronger in higher performing hotels.’

Certain hotels have a different approach to revenue management compared to the rest of the industry, Canina and Enz

discovered. Particularly as the economy improved, high-price luxury hotels showed lower correlations between rate and

demand in 2004 and 2005 than did the hotels in the industry’s vast middle market. While the study does not show causa
Canina and Enz suggest that the changing correlations indicate that high-price luxury hotels were able to reestablish the
structures with the return of a strong economy. Looking at a different market position, upscale hotels that consistently pri
just under their competitors were particularly diligent with revenue management.

All CHR Reports and Tools are available from the Center’'s webaite..chr.cornell.edu. Thanks to the support of the
partners listed below, all CHR Reports and Tools are made available free of charge.

About The Center for Hospitality Research

A unit of the Cornell School of Hotel Administration, The Center for Hospitality Research (CHR) sponsors research desig
to improve practices in the hospitality industry. Under the lead of the Center’s 47 corporate affiliates, experienced schola
work closely with business executives to discover new insights into strategic, managerial and operating practices. The C
also publishes the award-winning hospitality journal, the Cornell Hotel and Restaurant Administration Quarterly. To learn
more about CHR and its projects, visitvw.chr.cornell.edu.

CHR Partners and sponsors: AlG Global Real Estate Investment, Cendant Corporation, Four Seasons Hotels and Resor
HVS International, JohnsonDiversey, Inc., Kohinoor Group, Marsh'’s Hospitality Practice, Nestlé, Smith Travel Research,
Southern Wine and Spirits of America, Inc., SynXis (a Sabre Holdings Corporation), Taj Hotels Resorts and Palaces, Th:
Group of Companies, and Wimberly Allison Tong & Goo.

CHR friends: ARAMARK ce DK Shifflet & Associates ce ehotelier.com ce Estrela Marketing Solutions ce Fireman'’s Fund
Gerencia de Hoteles & Restaurantes ce Global Hospitality Resources ce Hospitality Confections oe Hospitality Financial
Technology Professionals (HFTP) ce hospitalitylnside.com ce hospitalitynet.org ce Hotel Asia Pacific oe Hotel China ce
HotelExecutive.com ce Hotel Interactive ce Hotel Resource ce International CHRIE ce International Hotel and Restaurant
Association ce International Hotel Conference ce iPerceptions ce KPMG Japan/Global Management Directions ce Lodgin
Hospitality ce Lodging Magazine ce PKF Hospitality Research ce Resort+Recreation ce The Resort Trades oe
RestaurantEdge.com ce Shibata Publishing Co. ce The Lodging Conference ce Taste & Travel ce TravelCLICK ae UniFo
WageWatch, Inc. ce WiredHotelier.com
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