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Introduction:
The assignment is aimed to understand the revenue management system practices in the hotel industry. The hotel chosen for this purpose is Hotel Savoy,Taj Group hotel which has a long reputation of more than 100 years in Ooty.
Hotel industry similar to the airline industry has limited inventory which are perishable in nature. Unsold flight tickets on an aircraft is revenue lost after the flight is departed and similarly rooms lying vacant for a day is revenue lost in the hotel industry. 
Overview of Taj group

The Company was incorporated in 1902 and it opened its first hotel, The Taj Mahal Palace & Tower, Mumbai, in 1903. The Company then undertook major expansion of The Taj Mahal Palace & Tower, Mumbai by constructing an adjacent tower block and increasing the number of rooms from 225 to 565 rooms. With the completion of its initial public offering in the early 1970s, the Company began a long term programme of geographic expansion and development of new tourist destinations in India which led to its emergence as a leading hotel chain in India. From the 1970s to the present day, the Taj Group has played an important role in launching several of India's key tourist destinations, working in close association with the Indian Government. The Taj Group has a philosophy of service excellence which entails providing consistently high levels of personalized service and innovative means of improving service quality. 
The Taj Group has been active in converting former royal palaces in India into world class luxury hotels such as the Taj Lake Palace in Udaipur, the Rambagh Palace in Jaipur and Umaid Bhawan Palace in Jodhpur. In 1974, the Taj Group opened India's first international five star deluxe beach resort, the Fort Aguada Beach Resort in Goa. The Taj Group also began its business in metropolitan hotels in the 1970s, opening the five-star deluxe hotel Taj Coromandel in Chennai in 1974, acquiring an equity interest and operating contract for the Taj President, a business hotel in Mumbai, in 1977, and opening the Taj Mahal Hotel in Delhi in 1978. 
In 1980, the Taj Group took its first step internationally by opening its first hotel outside India, the Taj Sheba Hotel in Sana'a, Yemen and in the late 1980s, acquired interests in the Crown Plaza - James Court, London and 51 Buckingham Gate Luxury Suites and Apartments in London. 
In 1984, the Taj Group acquired under a license agreement each of The Taj West End, Bangalore, Taj Connemara, Chennai and Savoy Hotel, Ooty, with which the Taj Group made its foray into Bangalore. 
With the opening of the five star deluxe hotel Taj Bengal in Kolkata in 1989; the Taj Group became the only hotel chain with a presence in the five major metropolitan cities of Mumbai, Delhi, Kolkata, Bangalore and Chennai. Concurrently with the expansion of its luxury hotel chain in the major metropolitan cities, the Taj Group also expanded its business hotels division in the major metropolitan and large secondary cities in India. 
During the 1990s, the Taj Group continued to expand its geographic and market coverage in India. It developed specialized operations (such as wildlife lodges) and consolidated its position in established markets through the upgrading of existing properties and development of new properties. Taj Kerala Hotels & Resorts Limited was set up in the early 1990s along with the Kerala Tourism Development Corporation. In 1998 the Taj Group opened the Taj Exotica Bentota which strengthened the Taj Group's market position in Sri Lanka. In 2000, the launch of the 56 acre Taj Exotica, Goa and the Taj Hari Mahal in Jodhpur were completed. 
In 2000, the Taj Group entered into a partnership with the GVK Reddy Group to set up Taj GVK Hotels and Resorts Limited and thereby obtained a prominent position in the market in the southern business city of Hyderabad, holding three hotels and a major share of the market. In 2001, the Taj Group took on the management contract of Taj Palace Hotel, Dubai, and has established itself as an up-market hotel in the Middle East region. The Taj Exotica Resort & Spa, Maldives launched the Taj Group into the premium luxury hotel market and since its opening in July 2002, has won several international awards. The Taj Group also obtained licenses to manage and operate two leisure hotels; the Rawal-Kot, Jaisalmer and Usha Kiran Palace, Gwalior in October 2002. 
In September 2002, the Taj Group acquired an equity interest in the former Regent Hotel in Bandra which gave the Taj Group access to the midtown and North Mumbai market. The hotel has since been renamed as the Taj Lands End, Mumbai. 
In 2003, the Company celebrated the centenary of the opening of its Flagship hotel, the Taj Mahal Palace & Tower, Mumbai. 
In 2004 the Taj Group opened Wellington Mews, its first luxury serviced apartment in Mumbai. In the same year, the Taj Group also launched the first of its "value-for-money" hotels in Bangalore branded 'Ginger', which division has 11 hotels in various locations in India and is owned through its wholly owned subsidiary. 
In 2005 the Company acquired on lease The Pierre, a renowned hotel in New York City, to enter the luxury end of the developed hotel markets internationally. The Company entered into a management contract for Taj Exotica in Palm Island Jumeirah in Dubai to expand its existing presence in the United Arab Emirates. 
The Company enhanced its position as an operator of converted palaces by entering into a management contract for Umaid Bhawan Palace, Jodhpur in the princely state of Rajasthan in India. The Company, through a subsidiary, acquired the erstwhile 'W' hotel in Sydney, Australia in February 2006 and renamed it as 'Blue, Woolloomooloo Bay'. To expand its presence in the US market, the Company acquired in early 2007 Ritz Carlton in Boston and Taj Campton Place in San Francisco. 
Hotels operated by the Taj Group internationally are located in US, Australia, Dubai, Maldives, Malaysia, Sri Lanka, the United Kingdom, Yemen and Zambia. 
About Ooty:
The 'Queen of Hill Stations' Udhagamandalam, better known as Ooty, is the most popular hill station in South India. Located in the Western Ghats at a height of 2240 metres, Udhagamandalam is the headquarters of the Nilgiri district. The Toda tribe has been living here since time immemorial, but the credit for 'discovering' Ooty, making it accessible and developing it, surely goes to the British. In 1822, John Sullivan, the then Collector of Coimbatore, constructed the 'Stone House', which is now the Chamber of the Principal of the Government Arts College and one of Ooty's better known landmarks. Ooty was the summer capital of the Madras Presidency, in the days of the British Raj.

Ooty is connected by narrow gauge railway from Mettupalayam, which is linked to Coimbatore and Chennai. A ride in this in this 100-year - old railway system is a scintillating experience. The nearest airport is 100 Km away in Coimbatore, which is connected to Chennai, Bombay and Bangalore. Udhagamandalam is well connected by good roads to Coimbatore, Chennai and other closer places. 
Quick Facts:

Average temperature in Ooty in Celsius. 
	Mar to Jun 24°C-18°C

	Jun to Sep 18°C - 10°C

	Oct to Nov 8°C - 08°C

	Dec to Mar 18°C - 03°C 



Area: 36 sq kms
Population: 81,763
Altitude: 2,240 Meters
Average Rainfall: 121 cms
Background of the Company

Ensconced high on a rising hill, the Savoy Hotel sprawls over six acres of landscaped gardens, offering colonial style cottages that were built between 1834-1865. Colorful flowerbeds merge to form a multi-coloured quilt around the cottages, adding to their gentle refinement and old English Charm. A quiet retreat, the Savoy Hotel offers a little pocket of paradise.
Ooty's stone cottages, winding paths, lush gardens and serene churches evoke the genteel charms of the 19th century. The beauty and ambience of this scenic hill station can be best enjoyed whilst staying at one of the charming colonial style heritage cottages at the Savoy Hotel. Built in 1829, the hotel is set amidst five acres of landscaped gardens and open lawns. Savoy Hotel is located just 2 kms from the city centre and Ooty railway station. The nearest airport and major railway station are at Coimbatore, 98 kms away; a scenic 3 hour drive by car. From Chennai, guests can take the overnight train to Mettupalayam, and then enjoy a 3-hour drive to Ooty or take the delightful 5-hour toy train ride that passes through 9 tunnels and crosses 26 bridges and passes through dense forests. Ooty is a pleasant 7-hour drive from Bangalore.
Taj Garden Retreat Coonoor, another idyllic retreat, is just an hour's drive. A range of air- conditioned and non-air-conditioned luxury and regular transport is available for airport and railway station transfers as well as for sightseeing.
Accommodation
40 rooms. All the rooms are in cottage style on the ground floor and open out onto lush landscaped gardens. The cottages are tastefully decorated with a delightful old-world, ethnic colonial touch. The rooms are equipped with old-fashioned fireplaces or heaters. Most of the bathrooms have bathtubs, health faucets and a handshower. All the rooms are equipped with Tea / coffee Makers.
· 3 Deluxe Two Bedroom Suites (One Bathroom)
· 3 Deluxe One Bedroom Suites
· 25 Superior Rooms
· 9 Standard Rooms
The Deluxe Two Bedroom Suites have two spacious bedrooms with a large sitting area, large comfortable sofas, writing desks, an intricately decorated fireplace and one bathroom. Guests also have a choice of electric heaters.
Revenue Objectives of the Company
The top management of the hotel decides on the tariff for one year based on the demand, cost of service and last year prices. As the total number of rooms is certain and the tariff fixed, the revenue objective would be to obtain maximum occupancy rate at the fixed tariff. The tariff is based on the service facilities of the hotel, the renovation work that has been carried out, the prices charged by competitors in the town and the cost of services. The tariff decided for the year is dependent on the existing rates, increase in cost of service and the change in the dynamics of the local hotel industry. The increment value is capped as the customers should not perceive a disproportionate increase in tariff without considerable increase in services.
Important Factors that contribute to Revenue
Occupancy rate is the important factor for the revenue to the company. As the rooms are limited, revenue has to come with the utilization levels of the available rooms. It is possible that the hotel can have over 100% occupancy rate. It is customary to offer the room for rent on 24 hours basis. But it often happens that business customers check in during the morning and check out during the evening. The same room is available for renting to other customer. This turnaround of customers is a factor for revenue. 
The proportion of business customers to leisure/tourist travelers is 20:80 in the hotel. The hotel has tie ups with different corporate in the region. The business customers are important to the hotel as they provide a steady stream of revenue. The hotel gives Taj inner circle points of 100 per stay and it will be used for discount for the next stay.
Commission paid to travel agents in multiple locations, regular guests. The hotel has tie-ups with travel operators in other cities and a commission of 10% is given to the tour operators for the bookings made through them. When the discount factor is minimal, the full potential of the revenue can be realized.
Auxiliaries-
Restaurants & Bar
The Dining Room, an old world colonial style restaurant with a live fireplace, offers a multi-cuisine menu for breakfast, lunch and dinner. Live piano music, played on all evenings except Tuesday evenings, enhances the ambience. 
Timings: 0730 to 1030 hrs for breakfast; 1230 till 1445 hrs for lunch; 1930 till 2230 hrs for dinner.
Canterbury Bar, an old English style bar, serves fine Indian and international spirits, wines and liqueurs, cocktails and mocktails. 

Timings: 1100 till 1500 hrs; 1800 till 2230 hrs.
Tea Lounge, an all day dining lounge with a charming fireplace, overlooks the lush green lawns. A variety of teas, beverages and multi-cuisine snacks are served.
Timings: 1030 to 1930 hrs.
Banquets

The banquet hall has a maximum conference and banquet capacity of 100 guests for a single event• A small hall accommodates between 10 to 12 guests • Two breakaway rooms accommodate between 20-25 guests each • Open Lawns for banquets upto 800 persons
Services & Facilities
• Ayurveda Centre • Baby - Sitting Arrangement on prior request 

• Wi Fi Internet Connections anywhere in the hotel
• Internet centre 24 hours
 • Currency Exchange
 • Facilities
For the Physically Challenged 
• Health Club 
• Hotel Safe 
• Laundry Services 
• Library 
• Lounge 
• Luggage Storage 
• Medical Services-Doctor On Call 
• Medical Services-Drug Store 
• Parking 
• Phone-Two Telephone Lines in Rooms 
• Postal/Parcel Services 
• Room Service-24 Hrs -Limited Menu 
• Travel Desk -Ticketing,Tours
Recreation
• Billiards / Snooker -chargeable 
• Badminton 
• Bicycles 
• Basket ball -half moon 
• Board Games, Fus Ball 
• Cricket home style 
• Gymnasium fully equipped 
• Horse riding, fishing, golf can be arranged at extra cost 
• JoggingTrack 
• Table tennis 
• Volleyball 
• Ayurveda Centre.
Children's Activities
• Kids room with soft toys and games. 
• Games room with indoor and board games 
• Kids Play garden 
• Kiddies cycles and scooters
• Kids movies 
• Pony rides at extra cost
 • Visit to Mini-Garden (2 kms away)
Excursions/Visits (at extra cost)
• Boating in Ooty Lake 
• Visit to Pykara Lake for scenic boating
• Visits to the Rose Garden and Botanical Garden 
• Doddabetta Peak View point 
• Visit to Open Grasslands, Pine Forest
• Visit to Tea Estate/Tea Factories 
• Mudumalai wildlife sanctuary
• Trekking- Scenic Trek, Heritage Trek
 • Bird watching
 • Black Thunder amusement park 
• Kalhatty waterfalls 
• Places of worship - St. Stephens Church, Ammankovil Temple, Pallivasal mosque 2kms away.
 • Race Course (in April/May) 
• Shopping for tribal handicrafts, home-made chocolates, teas, aromatic oils etc.
Travel Services- 
The hotel has its own fleet of cars, people movers and mini-bus. A significant number of hotel guests visit Ooty for Sightseeing and as leisure travelers. The hotel guests utilize the travel services of the hotel which will be additional revenue to the hotel. They have sightseeing tours also which offers you to plan your day to enjoy at various tourists attraction.
Forecast:
The need to forecast and the level to forecast
When the clientele is such that there can be variations in their patronage according to time of the week, time of the month and time of the year, forecasting is essential to change strategies to induce demand during quiet period and increase prices when the expected demand will outnumber the capacity of the facility. When the actual demand is less than the capacity, promotional schemes can be introduced. Packages can be sold at economical rates to travel agents in the plains.
The level to forecast will be at the room level within different categories.
Seasonality and other factors that influence forecast

Hotel industry has different dynamics depending on the category, location and the clientele. In tourist destinations such as hill stations there exist peak and off peak season whereby the hotels forecast the influx of tourists to the place whereby demand shoots up. During that season the hotel tariff are increased. In hill stations the peak season coincides with summer season and school vacation time. In places like Goa where more of foreign tourists visit, the peak season is around Christmas in December. In places of pilgrimage, peak season coincides with festival season and special dates on the temple calendar. Other seasonal period will be marriage season and some are dependent on the geography. Local entrance exams, counseling sessions for engineering etc will be periods of higher demand for hotel accommodation
Current Forecasting Methods

The hotel has been in existence for more than 100 years and the management understands the seasonality and factors influencing business well.
Based on their experience, seasons of high demand based on school vacation, marriage season, temple festival season etc are forecasted. During periods of high demand, occupancy rates are close to their capacity and during quieter periods, the usual level of occupancy is understood. The top management considers these factors while determining the tariff for the year. Though the management does not maintain any historical data systematically, heuristic skills are used to arrive at the tariff.
Major Suggestion: - We suggest that the hotel should maintain everyday booking and occupancy data in a computerized system. The Current system of noting down all information on a Register needs to change.
Pricing Strategies that can be followed at HOTEL SAVOY

Rate Parity - Same rates, and same conditions on all public channels.It is a general strategy, not a law. We just know that as hotels we have to please our distributors, and without rate parity our job would become almost impossible. Flexibility and dynamism to deviate from time to time, is what builds success.  
· Rate Integrity – Even though this is hard, during tough economic times. The hotel should maintain some form of rate integrity. This does not mean it should not lower its rate. But it could be priced according to the market. It doesn’t have to go as low as others, neither has to maintain previous rates. Its like how the stock market works. The same will be accepted for hotels. Just don’t dump rates so low that it is hurting its image.  

· Price Fencing - is how it can get around the whole challenge of Rate Integrity. Offer a slight discount off the  BAR for 1 and 2 night stays. But be aggressive on bookings with a longer length of stay. Reservation for 3, 4, 5 nights and more can be offered steep discounts. Consider that the largest percentage of  regular guests will not see this. It is a very effective method.  

· Lead Time Pricing - The Early Bird still works. Figure out your average booking window. Prior to your regular pick-up curve discount steeply. Competition is still asleep while they are building base steeling their guests.  

· Opaque Pricing - Hidden discounts through non-branded offers. Use opaque channels like Priceline and Hotwire to unload distressed inventory. They provide wonderful reports showing exactly what demand volume exists at each price point. It might not be what it really wants, but they need it. And trust me opaque or hidden discounting works

· Flexible Corporate and Consortia Pricing - Introduce customers without asking the travel agency. Load special offers minus let’s say 10% automatically. It will become much more attractive then the hotels that don’t. Especially to agencies that weren’t looking at property before. Afraid that the hotel is displacing current rates which are being booked by loyal corporate travel agencies. 

· CRM Pricing - Offer leisure guests that have booked through 3rd parties a 10% discount of BAR, booking hotel directly using a promo code. Eliminate agency fees of 10 to 25% and get them to book directly at a small discount.  

· Corporate Guests and their Family - Offer corporate clients to book a double room with a free upgrade to a family room to accommodate their two children the next time they would like to come to your destination on holidays. Again apply a special promo code they have to insert in  online booking engine.  

· Friend Rate - Send an after check-out thank you email offering a unique discount they can pass on to their friends. They email their friends a special offer which has to be booked within the next two to four weeks. The hotel can even add a reward to it, that if they achieve a certain number of friend bookings, they will get a free stay. The promo code must thus be unique for the guest in this case. Put a Twitter and FaceBook posting button in the email as well. It influences the viral marketing  

· Add Value - Make a package at a slightly higher price than room only rate and add additional services or features to the offering. The Customers won’t have dinner in the restaurant every night if they are visiting the destinations as tourist. They want to get out and experience the town. Use the destination and create an offer that differentiates hotel from the one next door. Things like a Upcoming Modern Art, Jazz or Gay History Tour. 
The above examples of price segmentation and price discrimination and guerilla tactics are very effective. And if the hotel segments, communicate and promote the offers and price strategy clearly well, they will not lose ‘price integrity’.
To avoid having to discount to deep to achieve occupancy, the name of the game is driving demand. The role of the revenue manager therefore has changed. Collaboration and working in sync with the marketing manager has become indispensible.

Rate Parity and Rate Integrity are not an objective. They are merely yield tools of the strategies. It must not lose sight of the real goal of any business, the bottom line.
Flexibility

Therefore it’s so important that revenue managers are flexible with their pricing strategies but smart enough not to drop prices too much. So it’s important for hoteliers to adapt their pricing strategies in accordance to guest booking patterns. Flexibility is key; flexible cancellation policies to encourage advance bookings, flexibility in length of stay restrictions, flexible release dates on allocated inventory and the flexibility to offer last minute deals are all strategies that should be considered.

Implement a clear and flexible pricing policy

A clear pricing policy is essential and one should be implemented that takes into account the changing market trends. Decisions on distressed inventory need to be delayed and more last-minute deals and added-value packages and promotions should be available as opposed to previously popular early-booking discounts. The hotel needs to monitor the activity of competitors; it should not decrease rates so much that a price war begins.
   Differentiate rates

  A variety of differentiated and targeted rates should be offered. For example a “child stays free” rate may not be of any interest to one customer, but may be the main reason for booking of another. In addition, it needs to ensure that rates are used in the right time frame; an early booking discount should not be available to book the day before arrival. A straightforward rate decrease across the board may alter the perceived value of the hotel brand and may also mean a sharp increase in the number of room-nights to be sold in order to maintain the same level of profit. This can also make it difficult to hard to bring the rates back up as the economy becomes stronger.
Upselling

Cross-sell existing facilities through upselling. It can create up sell opportunities to keep guests and revenue in the hotel. They should strengthen  loyalty scheme
During a recession, loyalty programmes need to be reassessed and adjusted in order to meet changing demands and maximize the loyalty of existing customers as they look for the best deals. The rules of rewards and redemption should be clear and precise. Customer profiles also offer valuable information that is useful in developing personalized packaging or bundling to loyal guests. This can also be used to encourage 
up selling.

A little bit more on fencing/protection
The approach is to erect "fences" - logical, rational rules or restrictions that are designed to allow customers to segment them into appropriate rate categories based on their needs, behavior, or willingness to pay. Such fences include advance reservations and non-refundable advance purchases. Those policies allow, for instance, price-sensitive customers to gain a lower rate in exchange for reduced flexibility. On the other hand, traditional full-rate customers can have a room whenever they please. The important aspect of fences is that they allow a hotel to sell discount rooms to one segment of customers without allowing higher-rate customers to trade down.

Rates with fences are easy to explain to customers, and every rate has a rationale. Using a rate-fence system, hotels can use yield management for 100 percent of their inventory, opening up discounts when demand is weak and closing off discounts during strong demand periods.

The down side of rate fences is that they are more difficult to manage than other approaches. Rate fences require sophisticated reservation and yield-management systems. Moreover, a hotel must have regular rates that are correctly positioned for the marketplace.

By introducing fences and other rate restrictions, a hotel can penetrate its intended markets as deeply as possible without allowing higher-paying market segments to trade down.  Saturday-stay fence that separates leisure travelers (who are generally willing to stay over) from business travelers (who generally don't want to linger once their business is concluded) can be used.

Fences must be combined with inventory-control procedures to maximize revenues. That requirement goes beyond the yield management currently practiced by many hotels. While yield management is effective in selling high-rate rooms during periods of strong demand, it has limited effectiveness in preventing a guest who normally pays rack rate from trading down during times of weaker demand, when discount rates are open. Therefore, the inventory control of yield management needs to be combined with the segmentation control of "fences" to maximize revenues.

Revenue Class

Suggestions

The hotel can have revenue classes based on

 1. Regular customers  

2. Early Bookings

 3. Number of days to be booked at a time.

Classification of rooms:
Total – 40 rooms

1.Superior Garden Facing Room(3)
2.Deluxe Two Bedroom Suites(3)
3.Deluxe One Bedroom Suites(9)
4.Standard Rooms(25)

Working of Upgrades:

Forecasting is done for two seasons namely, peak season and normal season.

Showup % also varies during the two seasons. Excess demand and empty rooms workings are done using the forecast and error rates. As we see, during peak season, the hotel is not going to have any empty rooms and there is no chance of upgrades. But, during the normal season, there is going to be empty rooms. Also, there is 6 excess demand for the standard rooms and these are upgraded to Deluxe one bedroom suite and Superior garden facing rooms.
EMSR and room allocation:


In the attachment the second sheet has the workings of EMSR and room allocation. As there are 25 rooms in the Standard class and very few rooms in the other three classes, only the Standard class is taken into account for the workings of EMSR and room allocation. As we see, the Standard room category itself has three different classes in it namely, A, B and C.

Differentiation:

Class A – Has a fireplace, free DVD rentals, free breakfast and one sightseeing

Class B – Doesnot have the sightseeing and free Breakfast

Class C – Has only the free DVD rentals


Pricing of these three classes are also done as per the benefits offered. The allocation in the sheet is done only for the peak season. With the available forecast and error rates, the first  25 maximum revenue yielding rooms are allocated. By this method, 7 in class A, 10 in class B and 8 in class C are allocated.
Conclusion:


As evident, the hotel needs a proper revenue management to maximise its revenue with the given capacity. Meticulous allocation of rooms should be done and it is possible to yield the maximum revenue by this way. 
