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Personalization and Pricing: How to Drive
 Profitability in Web-based Booking Engines
By Kelly McGuire

The InterContinental Hotel Group recently conducted a global
 survey of their hotel guests, and came to the following conclusion,
 as expressed by their CEO: "Hotel brands have traditionally
 concentrated on being 2D – how to be both global and local. But
 our research shows that the rise of personalization means brands
 must be 3D [personalized, local, global] in order to build both trust
 and lasting relationships with guests and to win in a highly
 competitive global market," (Richard Solomons, CEO, IHG).

In a highly competitive and increasingly commoditized environment, many hoteliers feel
 that delivering a more personalized guest experience will be the differentiator, and
 recent research backs up this claim. With more guest data available than ever before,
 and the emerging technologies to capture, comprehend and act on that data, this vision
 is coming close to reality. The hotel company that is able to turn all of the data about
 guests and operations into improvements in the guest experience will win. Revenue
 management and pricing has a key role in this initiative, ensuring that personalization is
 delivered profitably.

What is Personalization, Exactly?

As always, with any term that is coming dangerously close to a buzz word,
 understanding what is meant by personalization is an important first step to delivering
 on it. The dictionary defines personalize as: "to design or tailor to meet an individual's
 specifications, needs or preferences". Translating this into a technology environment, I
 found this definition to be particularly useful: "Personalization technology enables the
 dynamic insertion, customization or suggestion of content in any format that is relevant
 to the individual user, based on the user's implicit behavior and preference, and
 explicitly given details." (attributed to James Dorman in Quora).

If we interpret both of these definitions in the hotel context, I see two opportunities, both
 equally important. First, following the technology definition, hotels should find
 opportunities within the guest lifecycle to deliver content, recommendations or
 experiences that match the guest's expressed (or inferred) needs and preferences.
 This isn't a "new" idea – frankly, it's really just good service – but with technology
 enablers, we can infuse personalization into every interaction, and standardize delivery
 across touch-points, whether through a personal interaction, or with technology (i.e. website). For example, the front desk
 agent could recommend an upgrade or a restaurant reservation based on the guest's previous stay patterns – even if it was to
 a different hotel in the chain. When a guest is browsing on the website, the content they see could be customized to their
 search patterns (Caribbean properties if they are searching for resorts, pictures of F&B as they explore dining options).

The second important aspect of personalization, following the first definition, is allowing the guest to customize their own
 experience, effectively giving them control over certain key aspects – attributes of the room, on-property activities or local
 experiences. This could come in the form of packages that can be entirely customized by the guest, or being able to select
 from amenities in the room or dining options on property. In either case, it will be crucial to track the actions and the results
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 over time, so that profiles can be updated, recommendations improved and the program can continuously evolve.

How Does Pricing Fit In?

Revenue management will play an important role in the planning and execution of personalization initiatives. In the constant
 struggle to balance providing an excellent guest experience with driving revenue and profits, revenue management's role is to
 ensure that personalization efforts are driving enough of the right kind of revenue to ensure they are profitable and sustainable.
 This will have to be done in partnership with marketing and operations, of course. Pricing recommendations will be a key
 component of the personalized offers and recommendations that go to the guest.

Many think that personalization goes hand in hand with revenue management's long term vision of "customer-centric revenue
 management", and until we can deliver on customer-centric pricing, we cannot achieve personalization. Depending on how
 you define "customer-centric revenue management" this could be more or less true. Some would say that customer-centric
 revenue management is about calculating the lifetime value of a customer, building that into the optimization algorithm, and
 then either restricting access or delivering a specific price based on that individual customer's lifetime value. In my view, the
 role of price in personalization does not have to go this far to be successful. There is a spectrum of possibilities, all of which
 will be effective in driving revenue and improving the guest experience. In fact, pricing can become more customer-centric
 even without changing the core revenue management analytic process.

Consider the following scenarios: A guest searches the website for resort properties, and you know that when they have
 vacationed with you in the past, they've booked suites. When they click check availability, personalization technology kicks in
 and the suites are displayed first. If the price of the suites is the optimal price for that product, based on the revenue
 management systems recommendations, then revenue management has participated in the personalization process without
 needing to know anything about the customer, the offer or the content. The same goes for the case in which a guest that was
 browsing a website, but did not book, receives an email offer for the product they were searching for a couple of days later. If
 the price is based on a revenue management system recommendation, pricing is part of the personalization process without
 changing the existing revenue management process. The possible exception in both cases, is that if you move to selling by
 room type, a revenue management system that can give optimal price recommendations at a room type level will provide more
 profitable pricing recommendations. In both cases, if the guest books the offer, the booking becomes part of the data that the
 revenue management system consumes for future pricing calculations.

As the personalization capabilities become more complex, the challenges on revenue management increase. Allowing guests
 control over their experience might include providing a personalized package, where they pick the elements and are given a
 price based on their selections (which would require accurate estimates of the value of each of the packaged elements, in
 addition to the value of them as a package – basically a giant forecasting and optimization problem). Personalized price at the
 individual level, based on a balance between customer lifetime value (as I described above) and the forecasted value of the
 product is also a possibility. In this case, the selling system would have to be set up to deliver a recommendation in real time
 based on analytics about the specific customer that is booking, as well as the available inventory and expected demand to
 come. It requires more analytics, technology and integration, but is certainly achievable, should you wish to manage demand
 at this level.

Regardless of how revenue management contributes, whether systematic (where the revenue management algorithms are part
 of the process), or more ad hoc, where revenue management provides analysis and support for personalization initiatives to
 help justify their demand or revenue impacts, revenue management needs to have a seat at the table. Personalization will
 require the involvement of all functions across the organization to be successful.

How Do We Get Started?

Clearly a personalization strategy is not one that can happen overnight. It will require an investment in resources, technology
 and internal processes. However, there are some things that hotels could do right now to begin to organize towards the
 eventual vision of personalization. Here are five tips to consider taking on this year that will start moving the organization in the
 right direction.

1. Leverage Your Mobile Presence

Consumers are turning to mobile for everything from research, to transactions to logistics support. Hotels must provide value
 through their mobile app, or risk losing consumers who prefer the integrated mobile experience they can get from a third party,
 like an online travel agent. Think creatively with your counterparts about how to set yourself apart with your mobile presence.

2. Understand How Your Website is Performing

As competition heats up for the online consumer – between third party distribution channels and meta-search (and so on, and
 so on), how does your website stack up? Is it easy for consumers to find? To navigate? Does if effectively represent your
 brand? Does it show up in search? If you are not where your customers are, you'll miss out on the opportunity for them to
 come directly to you. If they can't find what they are looking for on your website, they'll go to a third party – or to your
 competitor.

3. Evaluate the Cross-Channel Experience

Everyone has multiple devices these days, and your guests are no exception. Consumers will look for you through a myriad of
 devices (mobile, tablet, laptop), and a myriad of channels (website, Facebook). Are you delivering a consistent experience
 through all of these channels? Is the look and feel the same (adjusting for channel demographics etc., of course)? Are they
 recognized through all channels? Can they find the same product or services no matter where they look? Put yourself in your
 guest's shoes, and be critical of what you are seeing.

Cornell's Pillsbury Institute Wins Coleman
 Foundation Entrepreneurship Fellows Program
 Grant

[Infographic] Technology and the Cycle of
 Influence

HotStats UK Chain Hotels Market Review – June
 2014
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4. Simplify the Booking Process

As an industry, we need to be sure that we are making it as easy as possible for our guests to do business with us. (And
 holding booking engine providers accountable for ensuring that the booking process if as efficient for the customer as
 possible!) Looking at it from the guest's perspective, booking a room today can be very confusing and difficult. Booking links
 are buried on brand.com, so they are nearly impossible to find. Search parameters are confusing, and information has to be
 entered multiple times. Guests are presented with long lists of room pricing and packages (nearly always starting with the
 cheapest), many of which they don't qualify for. It is difficult to enter or search for options (room type, special packages). The
 easier the booking process, the more likely the guest will be to complete their transaction, and use your site next time as well.

5. Start Operations on the Path to Personalization

You can start conceptualizing what personalization will look like across the guest experience now, even if you do not yet have
 the tools to execute it. Start identifying interaction points where personalized recommendations can be offered. Conceptualize
 a website flow with personalized content. Identify portions of your service process that could be "customized" by a guest.
 Decide what information you want to access about the guests, and how you want to use it. (Will guests appreciate you printing
 out a picture from their Facebook page for next to the bed, or will they find that intrusive and "creepy"? Do you want to offer the
 exact same drink to a guest when they approach the hotel bar, no matter where they are, or just be sure you have their brand
 behind the bar "just in case"?). Figure out how you would get personalized recommendations in the hands of your team
 members, and how you would like to have them interpret and act on those recommendations. These actions will help to guide
 your technology, data and analytics strategies, as well as setting a plan for the change management required to execute.

You will notice that not all of these activities are under the direct control of revenue management. Some of these will have to be
 managed through influence with the other departments across the hotel. Personalization is an all-encompassing initiative,
 however, representing a change to core facets of the operation. Because of this, it is crucial that all departments have a voice
 in the process, and visibility to the initiatives. After all, if moving in this direction does not generate revenue and profits, what's
 the point?
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