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RM for non-traditional sectors

RM for Theme parks
RM for Theaters

RM for Tourism Destinations

RM for Rental Cars
RM for Restaurants
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Where does RM work?

For a company that

= operates with a relatively fixed capacity,

= has multiple and clear market segments,

= has perishable inventory,

= can sell products well in advance (predictable demand),
= has high demand fluctuations,

= has high fixed costs and has low variable costs.

Traditional
RM Industry

Non-traditional
RM Industry

Airline, Hotel

Restaurant, Golf Club, Cruise, Casino,
Resort, Hospital, Rental Car, Health care, Theme
Park, Theater, Gallery, Internet Service, etc
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I Typology of RM Industry

FrTTEEmmm———— -5
: L ! L
i Traditional RMI | Non-traditional
, i Industries 1] RM Industries
o i X
£ =¥~ : I
industrv Examples : Hotels, :: Restaurants, Theme Parks,
y P : Airlines | i Golf Clubs Tourism Attractions
I
I 1!
: : ! : ! Relatively Relatively
Service Capacity i Fixed : i Fixed Flexible
1 i
I I
. * | L
Service Duration ! Fixed ¥ Variable Variable
: (Predictable) ! : (Unpredictable) (Unpredictable)
| ¥
: : I .11 Constricted but  Not constricted
Physical Constraint ] Very Constraint; : Flexible and Flexible
L

Adopted from Heo (2012) Restaurant Revenue Management in Revenue Management for Hospitality and Tourism
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Revenue
Management for

Theme Parks?
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Samsung Everland in Korea
(Children’s day, 5" of May)
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Theme Park Revenue Management

Degree of
common

Characteristics Ideal Applications of RM Theme park

Perishable
Inventory

Cost Structure

Demand

Segmentable
Market

Capacity Limit

Reservations
made in
advance

- Inventory is perishable

- Low cost of marginal sales in
comparison to marginal revenues
- High fixed cost

- Variation in demand is significant
- Demand is somewhat predictable

- Market is capable of being segmented
- Significant differences in price
elasticity by market segment

- Capacity is fixed

- Service providers have excess
capacity at certain times and excess
demand at other times

- Service is reserved by customers in
different time periods

- Uncertainty of actual usage despite
reservations creates possibility of
unsold seats

- Inventory is perishable

- Low cost of marginal sales in
comparison to marginal revenues
- High fixed cost

- Variation in demand is significant
- Demand is somewhat predictable

- Market is cable of being segmented
- Differences in price elasticity by
market segment

- Capacity is relatively flexible

- Theme parks have excess capacity
during low-demand seasons and
excess demand at high-demand

- Small percentage of or no reservations
are made in advance

Adopted from Heo (2009) Application of revenue management practices to the theme park industry

feature

Similar

Different
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- Queue management in parks

Theme Park Revenue Management

- Current Practice Suggested Practice

- Control Demand with variable price
- Limit number of attendees during

high-demand seasons and/or times

- Time-based pricing policy (Pre-fixed)

- Demand-based dynamic pricing

- Operate online reservation system

connected with revenue management

Capacity L
- No capacity limit
Control
- Flat admission rate all though
Pricing  the year.
Policy - Discount for specific target strategy (Variable)
- Seasonal pricing promotion
- Presale of admission tickets
Reservation _
Ve ¥ 0 through online resources
f System system
)
I'\Il'sl,\' NNE  Adopted from Heo (2009) Application of revenue management practices to the theme park industry
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International Journal of Hospitality Management 28 (2009) 446-453

e S Contents lists available at ScienceDirect

International Journal of Hospitality Management

journal homepage: www.elsevier.com/locatef/ijhosman

Application of revenue management practices to the theme park industry

Cindy Yoonjoung Heo?*, Seoki Lee ®

# School of Tourism and Hospitalty Managgement, Temple University, 1700 N Broad Street, Suite 200, 215-204-5612, United States
B sehool of Tourtsm and Hospirality Management, Temple University, 1700 N. Broad Streer, Suite 200-F, 215-204-0543, United Srares

ARTICLE INFOD ABSTRACT

Keywards: Revenue management (EM) has been an essential strategy to maximize revenue for many capacity-
Revenue management limited service industres. Considering the common industry characteristics of traditional RM industries,
""}‘-"d f"d"ﬂl:a'*-'f"'-'"f the nature of the theme park industry sugzests potential for enhancing revenue by exercising a varety of
Theme par

RM technigues. This study suggests practices for theme park operators for successful RM application. In
addition, this study examines how customers perceive R M practice in the theme park industry compared
to a traditional RM industry, hotel industry, The findings indicate that customers seem to perceive RM
practice in the theme park industry as relatively fair practices as similarly perceived for the hotel
industry. The findings are encouraging for the theme park industry because a relatively similarlevel of its
customers' perceived fairness of the RM practice compared to the hotel industry sugzests that adoption
and implementation of the RM practice has great potential to become successful as it has been in
traditional RM industries, such as hotels.

Pricing

i 2009 Elsevier Led. All rights reserved.




SWIMMING
WITH DOLPHINS*

THINGS TO DO v

UNLIMITED
FOOD & DRINKS

UPGRADES v

WHITE SAND BEACHES
& TROPICAL LAGOONS

PLAN YOUR VISIT v

WETSUITS &
SNORKEL GEAR
(o}@)

FLORIDA PARKS v EMAIL SIGN-UP BOOK NOW v

P & Q
Log In Cart Search

54" ESCAPETO
ORLANDO'’S PARADISE

THIS SUMMER

g
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LIMITED RESERVATIONS
AVAILABLE

@ % o7 TI B

SNORKELING HAND FEED UP-CLOSE ANIMAL WINDING RIVERS SUNSCREEN,
WITH FISH & RAYS TROPICAL BIRDS ENCOUNTERS & WATERFALLS LOCKERS & TOWELS

*INCLUDED WITH SELECT PACKAGES
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Revenue
Management for

Theaters?
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Revenue
Management for
Tourism Destination

Management?
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Samsung Everland in Korea
(Children’s day, 5" of May)

2

ECOLE NOoTELIEN)

LLAUSANNE

Hes: so

16






Trentino Guest Card




LION-APP July 5-9, 2019

Revenue
Management for

Rental Cars?
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Restaurant
Revenue
Management?
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I Menu Engineering

= Menu engineering is a structured approach to build and monitoring a menu
= Two Key Measures

: Contribution and Popularity of each menu item
= Contribution is the amount of money we make from a menu item

= Menu price — food cost

» Popularity is the number of a menu item sold in a give period as compared to
other menu items.

« Stars: extremely popular and have a high contribution margin.
Ideally Stars should be your flagship or signature menu items.
» Plow Horse or Cash Cows: high in popularity but low in contribution margin.
Plow horse menu items sell well, but don’t significantly increase revenue.
» Puzzles: generally low in popularity and high in contribution margin.
Puzzle dishes are difficult to sell but have a high profit margin.
» Dogs: low in popularity and low in contribution margin.
They are difficult to sell and produce little profit when they do sell.

ECOLE NOoTELIEN)
LAUSANNE
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Menu Engrineering Matrix

A

Plow Horse Stars

ltem 1 ltem 8

Dog Puzzles
ltem 2 ltem 3

>
Low High
Contribution
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Restaurant Revenue Management

- Relatively fixed capacity 0 (@
- More flexible than traditional RM industries ﬂ "
* Predictable demand
- Reservations VS. Walk-ins |
- Less predictable demand i
« Perishable inventory e

- RevPASH: Revenue Per Avaliable Seat Hour
» Appropriate cost and pricing structure

- Relatively low variable and high fixed cost

- Pricing flexibility during low-demand times) K < reservation for & horde:”

* Time-variable demand

ECOLE NOoTELIEN)
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RevPASH (Revenue Per Available Seat Hour)

Kimes, et al. (1998)

= Revenue accrued in a given time interval divided by the number of seats available
during that time. It takes into account perishable products of a seat and restaurant

operating hours.
- RevPASH = Total Revenue / No. Available Seats / Hours open
or = Capacity Use * Average Check
» ReVvPASH indicates the rate at which capacity utilization generates revenue, and it

increases as the number of table turns increases and the length of a meal’s seating
duration decreases.

RevPAR and RevPASH Commonalities

Capacity Utilization Sales per Unit Formula
Industry _
Measure Measure Variation
Lodging Occupancy % Average daily rate (ADR) Occupancy % x ADR = RevPAR
G
Foodservice Seat utilization % Check average =Tl utlllzatl_on i 7% CIEE eV
= RevPASH

LLAUSANNE
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» Restaurant operators typically
face an unpredictable duration of
customer use, which inhibits their
ability to manage revenue.

= To allow for better RM
opportunities, managers must
increase control over the length of
time customers are occupying
their seats.

» Restaurants sell time and space
In the form of meals of predictable
length.

Right Time (& Duration)

#RespectTheRestaurant

STOP

#noshows

PLEASE HONOUR YOUR RESERVATIONS.
An awareness initiative for
restaurant guests on behalf

of the small businesses in the
hospitality industry.
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Managing Demand:

Uncertainty: ofiArrival

Internal Approach
» Forecasting
= Overbooking

External Approach

= Guaranteed reservations
= Reconfirm reservations
= Service guarantee

Kimes, S. E. (1999)

hotelleriesuisse
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Managing Demand :

Uncertainty ofi Duration

Internal Approach
= Menu design
» Process analysis
= Labor scheduling
= Communication systems

External Approach
= Pre-bussing
= Check delivery
= Coffee and desert bar

Kimes, S. E. (1999)
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Right Customer Right Menu

Japanese Sushi
& Steak House

See photos

Osa ka Website Directions
4.4 %% %

ASian restaurant

3 181 Google reviews

OSAKA - NORTHAMPTON, MA OSAKA - BROOKLINE, MA

Our Northampton Location Has Been Rated the T T T.radltlc?nally decorated eatery with a sushi bar & chefs grilling to-order at
Best Japanese Restaurant and Best Sushi by the with theatrics™ -- the Boston Globe hibachi tables.

Advocate Readers’ Poll for 10 Years in a Row!
Address: 7 Old S St, Northampton, MA 01060, USA
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Right Table mix

Reservation and Table Management Systems
(OpenTable)

© orertabie

Reservations
Tuesday, Sep &

Ben Lloyd

Fran Eipper E + g I
Gwendolyn Edelmar

Lunch
253

Wed, Apr 11 tumch v 5 LoriShelton

Overview  Guest List Gene Fowler
31100 Michael Renfrow
Revenue

Anthony Brass 3 154
s ssa07 2 AS Ray Dutcher
Kevin Lester 12:09 pm « 1h 6m

2 230 pm Sarah Kiein

Shift Stats Margarita Williams.

2 12:09 pm » th 5m

Cathy Clarke

9 4

4 3:00 pm
Ermelinda Chamblise

4 12220 pm + 54m
30 pm
Sandra Kilgore
Barbara Baker 9
Shift Flow £820
Jason Henderson
.0 500 3 12:33 pm « 41m
TS CoNTER: John Davis
VIP Seated A 1 1:08 pm « 6m
Barolo Barin for 4, £
Table 12 Charlie Webb Maria Christie

( Seated Finished ©.
Notable Parties s
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Airbnb Takes Aim At OpenTable With
Restaurant Reservations

& Q. Anywhere - Restaurants

Dates Guests

Restaurantsin Trento

Become a host Help Sign up Login

BREWERY
Birreria Pedavena

13 hosts recommend

Show all (77) >

RESTAURANT
Uva e Menta

6 hosts recommend

BAR
Birreria Forst

6 hosts recommend

TRATTORIA/OSTERIA
La Cantinota

4 hosts recommend

RESTAURANT
Ristorante Pizzeria Rosa D'Oro

5 hosts recommend
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International Journal of Hospitality Management 61 (20171 1-2

Contents lists available at ScienceDireoct

International Journal of Hospitality Management

journal homepage: www _elsevier.com/locate/ijhosman

Discussion paper

New performance indicators for restaurant revenue management: @Gmmm
ProPASH and ProPASM
Cindy Yoonjoung Heo (PhD) (Assistant Professor) Profit Per Available Seat Hour

Ecole hételiére de Lousanne™ES-50, University of Applied Sciences Western Switzerland, Route de Cofonnen . .
¢ v of v M Profit Per Available Square Meter

ARTICLE INFO ABSTRACT
Article history: Measuring business performance is the first step of the improvement process but without knowledge
Received O June 2016 there can be no purposeful action. Revenue per Available Seat Hour (RevPASH) is an effective and reliable

Received in revised form
14 September 2016
Accepted 10 October 2016

indicator of a restaurant’s performance, however, it may not provide the whole picture of a restaurant’s
business performance. In restaurants, the contribution margin of each menu item is different and it should
be taken into consideration when evaluating restaurants’ performance, because the goal of restaurant
revenue management is to maximize profit, not just revenue. Although several researchers have explored

Egr:zﬂrriit revenue management various issues regarding restaurants’ revenue management { RM) strategy, there has been little discussion
RevPASH on how to measure the performance of RM strategies as they apply to restaurants, except RevPASH.
KFl Therefore, this study proposes new metrics, ProPASH (Profit per Available Seat Hour) and ProPASM (Profit
ProPASH per Available Sguare Meter) and discusses how they can be applied to measure the effectiveness of
ProPASM restaurants’ RM strategies.

@ 2016 Elsevier Ltd. All rights reserved.
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Restaurant Revenue Management IS

to provide the right Menu

to the right Customer

at the right Time (& Duration)
for the right Price

by using right Table mix.
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2019 REVENUE MANAGEMENT &
PRICING IN SERVICES CONFERENCE
(RevME Europe)

December 2-4, 2019 / EHL Switzerland

Industry Keynote Speakers

Nicola Simionato, Jan Krasnodebski , Paul Van Meerendonk, Steve Hood
Google Expedia IDeaS STR




