
When Nothing Is Normal: Managing 
Hotel Revenue during COVID-19

For hotels worldwide, the last year 
has been marked by countless 
e m p t y  b e d s  a n d  c a n c e l l e d 
b o o k i n g s .  T h e  p l u m m e t  i n 
demand for hotel stays caused 
by COVID-19 has sent standard 
revenue management practices 
into a tailspin. Faced with this 
unprecedented scenario, hotels 
can no longer rely on past patterns 
to forecast demand. They must 
find entirely new ways to manage 
revenue. In the first study of its 
kind, the SHTM’s Professor Basak 
Denizci Guillet and Ms Angela 
Mai Chi Chu comprehensively 
evaluate the relative importance of 
various core processes that feed 
into revenue management. Their 
study offers data-driven guidance 
for hotel executives in the post-
pandemic world.

Hotels in Crisis

The COVID-19 pandemic has been 
disastrous for the hospitality and 
tourism industry. Demand for hotel 
stays has plunged worldwide, 
with a huge increase in room 
cancellations and financial losses, 
as well as massive uncertainty in 
the short- and long-term demand 
for hotel rooms. “As of March 21, 
2020, occupancy has decreased 
by 96% in Italy, 68% in China, 
67% in the UK, and 59% in the 
US compared to 2019,” report the 
researchers. Crucially, this slump 
in demand has also disrupted 
demand-based pricing, which 
includes the standard practice of 
setting higher room prices when 
the expected demand is high or 
exceeds a hotel’s capacity.

D e m a n d - b a s e d  p r i c i n g  i s  a 
fundamental element of revenue 
management (RM), which is a 
powerful  forecast ing method 

used by hotels and many other 
businesses to maximise revenue. 
Revenue managers  in  hote ls 
carefully analyse historical data 
to predict  room demand and 
availability and make long-term 
strategic decisions on pricing. Given 
that RM strategies rely heavily on 
demand, how can hotels optimise 
their future pricing when little or no 
demand exists, such as during the 
COVID-19 pandemic?

When disaster strikes, it is clearly 
vital to formulate strategic action 
plans that minimise disruption 
and help businesses to recover. 
Yet there have been few studies 
of the capacity for RM in times of 
crisis. Amidst the unprecedented 
circumstances of COVID-19, this 
is unknown territory. To meet 
the urgent need for ef fect ive 
RM st ra teg ies  in  an indust ry 
ravaged by the pandemic, the 
researchers carefully examined 
the current importance of various 
RM processes. They sought to 
determine “how and to what extent 
RM can be implemented in the 
hotel industry during low-demand 
periods, particularly during the 
COVID-19 crisis”.

A Revenue 
Management Cycle

To identify the most important 
elements of RM for hotels facing 
low and highly uncertain demand, 
the  r esea r che r s  adop ted  an 
established framework for RM 
in the hospitality industry. This 
cyclical framework involves seven 
core RM processes, beginning 
with business analysis. “Business 
analysis is the most crucial activity”, 
say the researchers. Analysing data 
on business operations enables 

the hotel to set the right pricing 
strategy, such as demand-based 
pricing or discounting.

T h e  k e y  s t a g e  o f  d e m a n d 
modelling and forecasting often 
relies on historical data, which is 
a challenge when there are no 
prior reference points, as in the 
present crisis. “RM systems learn 
the trends about 8–15 weeks after 
there is some demand for them 
to learn from”, write the authors. 
Following forecasting in the cyclical 
RM process is  inventory and 
price optimisation. These steps 
are optimised through booking 
controls and channel management. 
The cycle then returns to business 
analysis via performance analysis 
and evaluation. “This is an ongoing 
process that requires up-to-date 
information for optimal results”, 
say the researchers.

By considering the seven core 
p r o c e s s e s  o n e  b y  o n e ,  t h e 
researchers set out to determine 
their relative importance to hotels 
during the pandemic. They also 
considered eight external factors 
that influence the RM cycle, ranging 
from competition to legal factors 
and employees.

Interviews with 
Experts

To gain up-to-date insights from 
industry insiders, the researchers 
chose a qualitative approach – in-
depth interviews. “The participants 
had to be experienced revenue 
executives who made daily RM 
decisions and were involved in 
developing RM strategies for their 
hotels”, the authors report. Holding 
interviews during the pandemic, 
between January and March 2020, 

would affect customers’ preventive 
behaviours through affective and 
cognit ive pathways (fear and 
perceived risk).

An Online Survey

In May 2020, the researchers 
administered a survey in Taiwan. 
Given the pandemic situation, 
the survey was completed online 
to limit face-to-face contact. The 
participants were 366 adults living 
in Taiwan. Most dined out one to 
three times per month (48.1%), 
followed by four to six times per 
month (23.3%).

In the 32-question survey, the 
respondents were quizzed about 
their fear of COVID-19 and their 
perceptions of the risks associated 
with the virus. Their views on 
r isk-prevention behaviours in 
restaurants were also recorded. For 
example, the diners were asked 
to indicate the extent to which 
they agreed with the following 
statements: “While dining out in a 
restaurant, I try to wash my hands 
or use hand sanitizer more often 
to prevent the risk of COVID-19 
infection” and “I am willing to 
choose restaurants that follow 
preventative measures”. Finally, to 
assess the respondents’ COVID-19 
media exposure, they were asked 
to indicate the frequency with 
which they engaged with traditional 
media, including newspapers, radio 
and TV, as well as new media, 
such as social networking sites. 
Media attention was measured by 
asking the respondents to describe 
their interest in and attention to 
media reports on COVID-19.

Stimulating Safe 
Restaurant Behaviours

As expected, greater exposure 
to COVID-19 media coverage 
increased customers’ fear of the 
disease and their perception of 
the associated risks. This was also 
true for media attention, such 

that consumers who paid more 
attention to COVID-19 content 
reported more fear and perceived 
risk. These findings suggest that 
media coverage of the pandemic 
not only e l ic i ts  an emotional 
response, fear, but also has the 
power to shape more rational or 
logic-based responses, such as risk 
perception.

R i sk  pe rcep t ion  was  fu r the r 
magni f ied by fear  of  COVID. 
“Because  f ea r  i s  one  o f  the 
s t r o n g e s t  e m o t i o n s ,  i t  i s 
unsurprising that the perceived 
seriousness of COVID-19 risks 
is magnified when it is present”, 
say the authors. In turn, this fear-
induced increase in perceived 
risk boosted customers’ adoption 
o f  p reven t i ve  behav iours  in 
restaurants.

Interestingly, only customers’ 
perceptions of the risks posed 
by COVID-19 – not their fear of 
COVID-19 – directly contributed to 
their preventive actions. Therefore, 
“the management of health crises 
should take into account the 
cognitive responses of restaurant 
consumers”, say the researchers.

A key difference between media 
attention and media exposure 
was identified. Paying attention 
to COVID-19-related information 
resulted in more fear and perceived 
risk than simply being exposed to 
such information. This shows that 
these constructs should indeed be 
treated separately by researchers 
and practitioners investigating 
the role of media engagement in 
managing crises in the hospitality 
industry.

More generally, this work could 
help restaurants to develop media 
communication strategies that 
ensure appropriate preventive 
behav iours ,  us ing  both  new 
and traditional media channels. 
R e s t a u r a n t  b u s i n e s s e s  w i l l 
benefit greatly from this, as “the 
incidence of restaurant closures 
may fa l l  when governments, 
health authorities, and consumers 

are assured about careful and 
deliberate operations”, add the 
authors.

Helping the Industry 
to Recover

In examining both exposure and 
attention to media coverage of 
COVID-19 risk, this study affords 
timely and actionable guidance for 
both restaurants and policy makers 
on developing communication 
strategies to ensure customers’ 
c o m p l i a n c e  w i t h  C O V I D - 1 9 
preventive measures. Effective 
and targeted media coverage is 
especially valuable today, as the 
restaurant industry takes its first 
steps on the path to recovery, 
because its success will rely heavily 
on publ ic conf idence. Taking 
a wider perspective, strategies 
for encouraging customers to 
proactively safeguard themselves 
and others against COVID-19 
will aid not only restaurants but 
every sector of the tourism and 
hospitality industry.

POINTS TO NOTE
•	I n  t he  COV ID -19  e r a ,  pub l i c 

confidence in dining out can only be 
restored if guests and restaurants 
cooperate on preventive measures.

•	Media reports on COVID-19 can 
increase customers’ awareness of 
risk and thus encourage them to 
comply with restaurants’ preventive 
measures.

•	Attention to media and exposure to 
media play different roles in helping 
restaurants to handle crises.

•	Restaurants should work with the 
government and health authorities 
t o  d e v e l o p  e f f e c t i v e  m e d i a 
communication strategies.
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they gathered the opinions of 26 
RM executives, consultants and 
system providers working in hotels 
across the world, from Hong Kong 
to Turkey and the US.

D u r i n g  t h e  i n t e r v i e w s ,  t h e 
pa r t i c ipan ts  were  inv i t ed  to 
descr ibe how COVID-19 had 
impacted their hotel RM practices. 
To systematical ly guide their 
responses, the researchers asked 
about the relevance of the seven 
core RM processes – business 
analysis, pricing strategy, demand 
m o d e l l i n g  a n d  f o r e c a s t i n g , 
inventory and price optimisation, 
s e t t i n g  b o o k i n g  c o n t r o l s , 
distribution channel management, 
a n d  p e r f o r m a n c e  a n a l y s i s 
and evaluation. The interview 
transcripts were analysed to identify 
common themes, facilitating the 
researchers’ “thorough examination 
of RM implementation in hotels 
during the pandemic period”.

Changing RM Practices

All seven steps in the RM cycle 
we re  men t i oned  by  t he  RM 
experts, suggesting that the cycle 
genera l l y  remained re levant 
after the outbreak of COVID-19. 
However, the relative importance 
of these processes had changed 
as a result of the crisis, due to the 
uncontrollable impact of COVID-19 
on hote l  opera t ions .  As  one 
interviewee said, “There is very 
little you can do in crises such as 
social unrest and the coronavirus 
crisis; both prevent travel”.

M o s t  o f  t h e  i n t e r v i e w e e s 
e m p h a s i s e d  t h e  c o n t i n u e d 
importance of business analysis, 
pricing, and demand forecasting. 
However, they found forecasting 
extremely chal lenging dur ing 
t h e  p a n d e m i c ,  d u e  t o  “ t h e 
irrelevance of historical data”. 
Instead, the researchers report, 
the participants tried to forecast 
demand using 2003 SARS data 
or “relied on manual forecasts 
through the development of ‘what 

if’ scenarios”. Meanwhile, the lack 
of any demand meant that the RM 
executives considered inventory 
control and segmentation to be 
largely redundant dur ing the 
pandemic.

Based on these insightful findings, 
the researchers were able to offer 
specific guidance for hotels’ RM 
strategies amidst crisis. First, hotels 
should regularly perform business 
analysis to keep up to speed with 
the fast-changing environment and 
to prepare for recovery from the 
crisis. This is particularly important 
considering that external factors 
in the RM framework, such as 
legal, economic and social–cultural 
factors, “are much more influential 
during the COVID-19 crisis and 
require ongoing business analysis.”

Second, the interviewees all agreed 
that demand-based pric ing is 
unhelpful during the pandemic, 
due to the lack of demand. Hotels 
could instead opt for cost-based 
pricing strategies, suggest the 
authors. Third, the challenges 
surrounding forecasting in these 
unprecedented times could drive 
the adoption of “manual forecasts 
and scenario analysis based on the 
evaluation of feasible outcomes of 
the COVID-19 crisis”, suggest the 
authors.

Based on other opinions flagged 
as critical during the interviews, the 
researchers also recommend that 
hotels focus on marketing strategies 
as the industry starts to recover, 
especially those that will reassure 
customers of hotels’ cleanliness 
and safety. Relationships with 
online travel agencies, which have 
superior digital marketing and 
data analytics power, may help 
hotels to recover from the impact 
of COVID-19. The authors also 
stress that it would be helpful for 
revenue leaders to work alongside 
the hotel’s sales and marketing 
team. As demand picks up, “cross-
departmental collaboration is more 
essential than ever,” they say.

From Crisis to 
Recovery

T h i s  i s  t h e  f i r s t  s t u d y  t o 
systematically examine the extent 
to which the core processes of RM 
can be implemented during a crisis. 
Reassuringly, its findings suggest 
that RM can still be undertaken 
when demand is low. As the 
industry begin to recover from the 
COVID-19 pandemic, hotels should 
make well-timed, evidence-based 
decisions about their RM practices. 
Faced with conceivably permanent 
changes in consumer behaviour 
and the uncertain future of the 
global economy, hotels should 
continuously monitor business and 
leisure trends. “The full breadth of 
consequences of the COVID-19 
cr is is  in  hote l  RM wi l l  l i ke ly 
manifest gradually”, conclude the 
authors, “Therefore, the core RM 
processes should also be examined 
when the crisis is over”.

POINTS TO NOTE
•	Different approaches to revenue 

management may be needed at 
t imes of low demand, such as 
during the COVID-19 pandemic.

•	Hotels should use cost-based pricing 
instead of demand-based pricing 
during crisis.

•	In the absence of relevant historical 
data, hotels may need to focus on 
manual forecasting and scenario 
analysis.

•	When managing revenue during 
cr is is ,  hote ls  should regular ly 
monitor the business and social 
environment.

•	In the wake of the pandemic, hotel 
managers should develop marketing 
strategies to reassure guests that 
their hotels are clean and safe.
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amid the COVID-19 Cris is. 
I n t e r n a t i o n a l  J o u r n a l  o f 
Contemporary  Hosp i ta l i ty 
Management,  Vol. 33 No. 2, 
pp. 604-627.

As well  as celebrating new 
initiatives and journeys ahead, 
the 85th anniversary of The Hong 
Kong Polytechnic University (PolyU) 
was, for many alumni, a wonderful 
opportunity to reconnect with each 
other. In a heart-warming event 
themed “Gathering in the Greater 
Bay Area”, SHTM alumni spent a 
delightful afternoon on a cruise ship. 
The event was organised by the 
School’s Mainland Alumni Network 
and was held on 27 December 
2021.

Symbolising their shared journey 
at the SHTM, over 50 alumni, 
travelling from Beijing, Suzhou, 
Shanghai, and Guiyang, boarded 
the Greater Bay Area No. 1 cruise 
ship to renew their friendships 
and honour their experiences 
as students at the School. After 
leaving Shekou Cruise Terminal, 
the alumni party made merry in an 
unforgettable celebration of their 
alma mater’s 85th anniversary.

The cruise was the first event 
organised by the Mainland Alumni 
Network to celebrate PolyU’s 
85th anniversary. Despite the 
many challenges imposed by the 
pandemic, the Network was able 
to successfully organise the event 
thanks to generous sponsorship 
and support from alumni. As well 
as designing a unique event logo 
and providing participants with 
matching t-shirts, the Network 
made a delicious 85th birthday cake 
to be enjoyed by all. This occasion 
followed the equally successful 
alumni networking events on 27 
March 2021 in Guangzhou and on 
15 May 2021 in Shanghai.

During the cruise, Mr Elton Sun, 
President of the Mainland Alumni 
Network, presented an annual 
report on behalf of the Executive 
Committee and announced some of 
the other exciting activities planned 
for the coming year. Among these, 
alumni can look forward to a series 
of celebrations in Beijing, Shanghai, 

Changsha, and Chengdu. The 
broader aims of the Network were 
also underscored, namely to aid 
the development of young alumni, 
establish effective industry guidance 
programmes, and support the 
innovative enterprises of alumni.

After their brief yet heartening 
reunion on board the cruise ship, 
the alumni said their goodbyes. 
This gathering was emblematic 
of the warmth that alumni feel for 
the School, even on the coldest 
day of 2021, and the enduring 
friendships formed on campus. 
Most importantly, this memorable 
event allowed alumni of the School’s 
Mainland China Programmes to 
express their lasting appreciation to 
their teachers and to the University. 
H

A Voyage
    of Celebration

Members of the SHTM Mainland Alumni 
Network celebrating PolyU’s 85th anniversary
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