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DISCOUNTS DON'T WORK

In a report, Successful Tactics
for Surviving an Economic Downturn
Sheryl Kimes , Singapore Tourism
Board’'s Professor of Asian Hospitality
Management at the Cornell School of
Hotel Administration surveyed 980 hotel
managers worldwide early in 2010 to
determine what tactics they used in
response to the Great Recession and
how well those tactics worked. The tactics
used were, in descending order:
discounting, marketing initiatives,
obscuring room rates, and cost cutting.

Discounting was the most
commonly applied tactic, although the
managers often blamed their competitors
for starting a price war. Asked for their
comments on recession-busting tactics,
hotel managers warned against broad-
scale discounting instead focus on rate-
obscuring packages. Respondents also
recommended maintaining marketing
programs and service levels.

RECESSIONARY PRACTICE

During the economic downturn,
some smaller independent hotels
discovered Revenue Management (RM)
for the first time, learning that applying the
principles created higher perceived value
and sold more rooms, profitably. They
also realized that practicing RM has given
them an insight into their local markets;
providing them with an edge over their
competition.

Travellers choose their
destination first so creating “package”
partnerships with others sharing a need to
attract visitors like local attractions can be
profitable.

Pro-active attitudes overcome
many obstacles and accomplish great
things in economies, good and bad but it
takes hard work, and good decisions.



PROSPECT OR PERISH

Some sales managers will find
any excuse not to make cold calls.

Days and weeks drift by, and
suddenly your hotel has lost market
share. Do not let this happen. Make
prospecting the number one priority every
day. Rest assured; the other duties will
get done. Selling is about building
relationships, and that means lots of sales
calls, entertaining, and networking events.

Tradeshows have diminished in
effectiveness; a sales trip crammed with
targeted one-on-one meetings  will
produce far better results. Good
salespeople are resourceful and highly
competitive; they scour the news for
business opportunities, survey competitor
reader boards, and blitz local businesses.

If a sales manager prefers to
hide behind a computer, they might be
more comfortable in accounting.

Salespeople must be instantly
likeable and become more likeable over
time. If not, they will have a hard time
getting face time with clients. They should
also instil confidence, be immaculately
groomed, and be a great listener after all
we have two ears and one mouth for a
very good reason.

Listen to what other people do
(really listen and hear what they are
saying) and try to find ways you could
help them out. Asking probing questions
that make prospects think about their
business in a way they may not have
thought about before, and legitimately
showing interest encourages others to
listen when it becomes your turn to talk.

Timely follow up while
prospecting is critical understanding that
The Law of Diminishing Intent: predicts
that the longer one goes on intending to
do something, the less likely it will be
done.
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INCREASE VALUE

A belief that lowering room rates will sell more rooms with the hope that this will
increase room revenue is akin to painting oneself into a corner ...firstly you have nowhere
to go and secondly, it will take a long time before you can extract yourself from this
predicament.

Whereas this strategy might sell more rooms, it rarely, if ever, offsets the revenue
lost by discounting the price. It is simple economics; lowering the room rate has never, nor
will ever result in increased room demand.

Car dealers use the starting at or baiting the hook approach by advertising the
price of the basic model to lure potential customers into their showroom.

However, you won't find the basic model on display; it is tucked away in the back lot.
The dealer will sit you in the model that has added features while stressing the benefits
knowing you will make a price value judgement rationalizing the increase in price with the
increase in perceived value.

Smart hoteliers can do the same knowing that travelers do not buy rate; they buy
value.

Rather than using a blanket discounting approach, they position a few basic rooms
on the website, for sale at the desk or over the phone. They highlight the features of the
higher priced rooms...a higher floor, larger room, better view etc so the customer is able
make a value added decision by understanding the benefits of the higher priced rooms.

Adding value is the key to increasing room sales. Creating and promoting special
packages is a good way to accomplish this. Packaging allows you to mask actual room rates
with features and benefits that add value.

Lowering rates across the board ignores the fact that most people do not look for
hotel rooms based upon price alone. If that were true, the hotel with the lowest rates would
be full all the time.

ON THE LIGHTER SIDE

During a show one evening, Bob Hope , to the great amusement of his audience,
related a classic joke about theatrical accommodation: "The hotel room where I'm staying is
so small," he declared, "that the rats are round-shouldered."

The hotel proprietor, however, was less amused and threatened to sue. Hope
graciously offered to retract the remark. "I'm sorry | said that the rats in that hotel were round-
shouldered," he announced at the beginning of his next show. "They're not."

When a fire erupted in the hotel at which Vice President Teddy Roosevelt was
staying one day, he was ordered to head down to the lobby along with the other guests.

After some time, still unable to return to his room, he protested to a hotel official.
"But I'm the vice president!" he exclaimed. "Oh, that's different,” the man replied, allowing
Roosevelt to pass.

As he headed up the stairs, however, the other man started after him. "Wait a
minute," he called. "What are you vice president of?" "Why, of the United States, of course,"
Roosevelt replied. "Then get the hell back down there," the official cried. "I thought you were
vice president of the hotel!"
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