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OVERBOOKING AS THE INSTRUMENT
OF REVENUE MANAGEMENT

The peculiarities of the use of overbooking in the hotel business have been investi-
gated. Using the principles of overbooking which are applied in hospitality, the study found
that there are statistically significant returns on the revenue in Ukrainian hotels. Pre-
requisites and benefits of implementing overbooking in hotel business are analyzed.
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boiiko M., bocoeckaa M., Kynux M. Osepoykunz KaKk UHCIMPYMeHmM DeeeHio-me-
HeOdycmenma. Hccneoosanvt ocobeHHOCMU UCNONb308AHUA 08ePOYKUH2A 6 20CIMUHUYHOM
ousnece. Jlokazana 3a6ucumocms 00X0008 YKPAUHCKUX Omeneli Om Y8eaudeHus Koauye-
cmea ycnye nepebponuposanus. I[lpoananuzuposanvl npeonocuLIKY U Npeumyuwjecmed eHe-
OpeHusi 08epOYKUHeA 8 20CMUHUYHOM OU3Hece.

Kniouesvle cnoea: oBepOyKHHT, yIpaBlIeHHE 0X0JaMH, c(hepa TOCTEIPUUMCTBA,
TOCTHHHIIBI, MAPKETHHIOBBIE CErMEHTHI.

Background. The development of revenue management at Ukrainian
hotels requires the use of new methods that optimize overbooking levels and
allocation. Modern methods for hotels are a revenue management strategy
that helps to maximize the total capacity and increase the Room revenue. It
is precisely the use of overbooking that can solve urgent issues of the
revenue generating capabilities. Overbooking is a situation when the total
number of rooms reserved for a certain period of time exceeds the total
number of rooms available for sale for the same period.
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Analysis of recent research and publications. The prerequisites for
forming conclusions about the peculiarities of forming overbooking as
a hotel revenue management optimization method in an environment where
market segment prices are optimized via demand curves ahead of a planning
horizon [1]. Theoretical and methodological understanding of booking can-
cellation patterns and enable the adjustment of a hotel’s cancellation poli-
cies and overbooking tactics according to the characteristics of its bookings
were analyzed in [2].

Thus, S. Ivanov, identified all possible combinations between the over-
booking levels of each room type and the actual number of cancellations, no
shows and early departures the hotel can face, and formulates the costs of
the overbookings in each of these combinations [3]. J. Salvat, L. Zanzi,
A. Garcia-Saavedra, V. Sciancalepore, X. Costa-Perez — the need to acquire
slice overbooking which can provide up to 3x revenue gains in realistic
scenarios with minimal footprint on service-level agreements [4].

G. Gallego, H. Topaloglu noted that there is no strategic investment
that has a higher return than investing in good pricing instruments, one of
which is overbooking [5].

V. Pimentel, A. Aizezikali, T. Baker, formulated the basic require-
ments and identified a simulation model of a large hotel’s reservation
system, validated by Marriott hotels [6].

D. Sierag, G. Koole, R. Van Der Mei, J. Van Der Rest, B. Zwart propo-
sed a revenue management model based on Talluri and van Ryzin that takes
cancellations into account in addition to customer choice behaviour [7; §].

In spite of the considerable amount of scientific works devoted to
overbooking in the system of revenue management, it is necessary to
note fragmentation and discussion of theoretical and methodical approa-
ches concerning the use of their results in the practice of managing the
subjects of the hotel business. A certain approach is an urgent task for
business entities. There is no theoretical structure in the scientific lite-
rature that would justify a holistic concept of overbooking in the revenue
management system. This complicates the development of organizational
and economic mechanisms for its implementation and limits the possi-
bilities of application to achieve the socio-economic goals of the func-
tioning of business entities.

The aim of this study is to analyze the state of overbooking imple-
mentation in Ukrainian hotels, realization of hotel services segmentation by
criteria of overbooking use on the basis of methods and analytical tools of
data processing of web sites of Ukrainian hotels and testing of hypotheses.

Materials and methods. The research is based on the scientific works
of scientists whose works reveal the managerial process of overbooking.
The multidisciplinary and multidimensional nature of the scientific problem
led to the application in the process of research of a set of methods: general
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science — abstraction, analysis and synthesis, inductive and deductive, histo-
rical, logical, comparison, which provided the systematic character of over-
booking as a hotel revenue management optimization method.

Results. Principles of revenue management are applied in any busi-
ness environment. Overbooking hotel rooms can play a big role in a hotel’s
revenue management strategy. The statistical and historical data should be
stored and processed by the reservation manager or revenue manager to calcu-
late optimum overbooking levels necessary for implementing overbooking
methods are:

« The total number of rooms available.

« Confirmed reservations and no-shows based on historical data.

« Credit Card / Guaranteed reservations vs no-shows based on historical data.
« Expected cancellations.

« Predicted stay overs and predicted under stays.

« Predicted Walk-in guests.

« Room type wise overbooking levels.

For hotels that are just beginning to implement overbooking, it is very
important in the early stages to correctly identify and shape demand segme-
ntation, which is determined by a combination of factors such as location, list
of services provided, competitive environment and price elasticity. For ana-
lysis of competitors it is possible and necessary to use widely used tools. It
may be such tools as STR, to provide daily reports on the main indicators of
the hotel (downloads, average price and profitability of a room) compared
with the chosen pool of competitors, as well as to explore open competitor
prices in electronic sales channels and various resources for information
exchange between hotels.

During the high season (more than 50 % occupancy in a city) all
rooms in a hotel must be assigned with greater precision as well as stop sale
must be announced in time to prevent overbooking which is always a bone
in contention in our dealings with individual guests, corporates, business
group and tour operators.

The biggest challenge in this situation — is proper working software
and whole PMS (Property Management System — for example Opera). We
analyzed the state of overbooking implementation in Ukrainian hotels in their
high, middle and low seasons in order to fill up the property with the best
(highest) rates and earn as much money as they can. But Revenue manage-
ment also can consciously create overbooking. That is because in high season
hotel always have no-shows (guests that have reservations and didn’t show
up in a hotel for a first night). For example, the hotel has a frequency of 30 %
of No-shows with a full occupancy, so it means there can be some over-
booking for such periods in order to fill up all rooms.

In tables 1-3 the results of research about usage the overbooking hotel
rooms of different market segments at five, four and three stars hotels in
Ukraine are presented.
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Table 1

Overbooking of different market segments in 5* hotels

The level of use

tools, %

High Middle Low of hotels
Hotel .
season season season overbooking
tools, %
Business Individual
. . Tactical & Qualified Business Business
Hilton Kyiv Offers Individual | Individual 536
Business Groups
Premier Palace - - - 0
City Holiday resort & Leisure Groups Leisure B 50
SPA Business Groups Groups
Fairmont Grand Hotel Busm_ess Individual - - 333
Business Groups
Opera hotel Busin_ess Individual B B 333
Business Groups
Business Individual
Intercontinental Tactlcaé)ﬁzfe(r)suahﬁed IE;SJ?ESZ] - 44.4
Business Groups
Business Individual
Tactical & Qualified
Hyatt Regency Offers - - 333
Business Groups
Lypky Signature Leisure Groups Business _ 50
Apartments Business Groups Groups
Wish family Space — — - 0
Business Individual
. . Tactical & Qualified
Leopolis Hotel (Lviv) Offers - - 333
Business Groups
11 Decameron B B B 0
Clubhouse (Odesa)
Kaddor Hotel Resort Leisure Groups Business B 50
& SPA (Odesa) Business Groups Individual
Hotel de Paris Odessa
MGallery by - - - 0
Sofitel (Odesa)
Nobilis Hotel (Lviv) - - — 0
M1 Club Hotel (Odesa) — - - 0
Seasonal fluctuations in
the use of overbooking 66.7 333 0 -

Source: Own development by authors.

During research 15 Ukrainian 5 stars hotels was analyzed. Nine of them
are based in Kyiv, 4 in Odesa and 2 in Lviv. We discovered that only 9 of
them are using overbooking. Some of them (Hilton, Intercontinental) use
overbooking affectively and fully, but the majority use overbooking tools
partially or occasionally. As we can see the majority of overbooking users
are based in Kyiv and only 2 hotels are based out of Kyiv — Kaddor Hotel
Resort & SPA in Odesa and Leopolis Hotel in Lviv. The main user of
overbooking system is a Hilton Kyiv which uses overbooking for the market
segment "Business Individual" in high, middle and low seasons.
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Table 2

Overbooking of different market segments in 4* hotels

The level of use

tools, %

High Middle Low of hotels
Hotel .
season season season overbooking
tools,%
Business Individual Business Business
Mercure Kyiv Congress Business Groups .. .. 55.6
. Individual Individual
Leisure Groups
Greguar Hotel Business Groups Business Business 100
Groups Groups
"NATSIONALNY" Business Individual - - 333
Hotel
Visak Business Individual Business - 66.7
Individual
Favor Park Hotel — — — 0
BonApart Hotel Business Individual Bu.s1pess - 333
Individual
Retail
Business Individual Business
Tactical & Qualified Groups
Park Inn by Radisson Offers Leisure Crew 533
Business Groups Groups
Leisure Groups Crew
Crew
Business Groups Business
Aloft Kyiv Leisure Groups Groups - 55.5
Crew Crew
Boutique Hotel . . Business Business
Vozd\(/lyzhenskiy Business Individual Individual Individual 100
Axelhof boutique hotel B B 3 0
(Dnepr)
Viva Hotel (Kharkiv) Business Groups - — 333
City club Hotel (Kharkiv) Business Individual — - 333
LH Hotel&Spa (Lviv) Business Individual — — 333
Intourist hotel 3 3 3 0
(Zaporizhya)
Marlin Hotel (Odesa) - - — 0
Seasonal fluctuations in
the use of overbooking 73.3 46.6 26.6 -

Source: Own development by authors.

Almost all 4* hotels in Kyiv use overbooking unlike using this instru-
ment in hotels in other Ukrainian cities isn’t so frequent. The most standard
situation is overbooking in high and middle seasons. Also we often can
encounter overbooking for the market segment "Business Individual" and
"Crew". The main user of overbooking system among 4* hotels in Ukraine
is "Park Inn by Radisson" which uses overbooking for the market segment

"Crew" in high, middle and low seasons.
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For analysis hotels price changing we have chosen thirteen 3* hotels:
10 in Kiev and 3 in Cherkassy. As a result we can see that at least 8 hotels
use overbooking system but only in Kyiv.

Table 3
Overbooking of different market segments in 3* hotels
The level of use
High Middle Low of hotels
Hotel .
season season season overbooking
tools, %
Business Individual
Tactical & Qualified Business
Golden Gate Inn Offers Individual - 44 .4
Business Groups
Verhovyna Hotel — — - 0
Ukraine Hotel Kiev Business Individual Bu.s 1ness - 333
Individual
Hotel Complex Tourist Business Groups - -
Salut — — — 0
Tactical & Qualified
Premier Hotel Rus Offers - - 333
Business Groups
Business Individual
Tactical & Qualified Business
Hotel Druzhba Offers Individual - 44.9
Business Groups
Mir Hotel Business Groups — — 333
Tactical & Qualified
Premier Hotel Lybid Offers - - 333
Business Groups
Ibis Kiev City Center — — — 0
Knyazha Hora Hotel — — — 0
Optima Cherkassy 3 3 B 0
Hotel
Ukraina Hotel 3 3 B 0
Cherkassy
Seasonal fluctuations in
the use of overbooking 57.1 21.4 0 -
tools, %

Analysis of the overbooking process for different segments of the
market showed that the main problem faced by hotels when using
overbooking is that, despite the set of booking applications exceeding the
total number of rooms, there is downtime in the number of rooms in the
intervals between bookings (figure) [9].

An analysis of the overbooking process for different market
segments showed that the main problem that hotels encounter when using
overbooking is that, despite a set of requests for the number of rooms
exceeding the total number of rooms, downtimes are formed in the intervals
between reservations.
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STAGE 1.

STAGE 2.
Sort input by criteria
| arrival date, length of stay, ! . rooms, :
! type of requested 1 X hotel room attributes 1

STAGE 3. Data analysis
Identification of correlation between
rooms and applications by criteria:

i type of hotel room, requested ! | available time interval !
X attributes 1 X for booking 1
—————————————————— - " —————————————— ]
STAGE 4.

Amendment

1 . . . N
| Redistribution of rooms according !
! to reservation requests 1

STAGE 5.
Feedback

y

L Assignment of applications !

! for hotel rooms 1

STAGE 6.
Output

_______________ Y., S S

| Capacity optimization ! : Revenue optimization !

The interdependence of overbooking and revenue management system
optimization of hotel revenues

Source: developed by authors based [9].

The methods of Revenue Management are increasingly interested in
the owners and managers of hotels, including the small numbered stock, but
still not all managed to implement a profit management system. The market
in this direction is only developing. The profitability management — both
from the sale of rooms and for the provision of additional services, banquet
and conference rooms, and events — will be the main trend of the hospitality
industry for many years. The revenue manager can, on the one hand, opti-
mize profitability and profitability not only from sales of rooms but also
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other profit centers of the hotel; on the other hand, knowing (analyzing) the
habits of regular guests, you can increase their loyalty by offering a perso-
nalized approach to providing special conditions for services the hotel. The
hotel will have 100 % occupancy only if all rooms will be actually occupied
by guests by the end of the day. That is why hotels with such high occu-
pancy demand all reservations to be paid in advance or they will be can-
celled on the day of arrival.

If the hotel is overbooked and all guests come on time to check-in and
there are no rooms left to offer, this hotel needs to find hotel with same level
and that has available room with same room category and organize the transfer
for guest(s). What is the most important that the rate per room has to be the
same that guest(s) has in his reservation.

For example, Radisson Blu Kyiv Hotel has an agreement with 3 hotels
in Kyiv: Radisson Blu Podil, Park Inn and Holiday Inn for allowing acco-
mmodation for their guests in case of overbooking. These hotels are located
in city center and close to each other.

Usually overbooking happens in a 3* and low 4* hotels — Ramada,
Mercure, Park Inn. The highest occupancy level in Kyiv was during UEFA
Championship League Final when all 4* and 5* hotels were full booked at
the time of announcing such event in Kyiv. Hotels set high rates from the
very beginning. The problem was that not all guests come to the hotel on the
day of arrival (no-show) and that gave the hotel chance to sell those rooms even
for higher rate than it was. That is why period of 24-26 May was the most
profitable period for hotels (around 20 % of annual revenue was earned in those
few days — accommodation + meetings & events + food & beverage parts).
For night from 25.05 to 26.05 rate per single standard room was 1200 euro
in Park Inn (only 1 room was available), 500 euro in Holiday Inn (2 rooms
available) and 900 euro in Alfavito (1 room available).

Hotels that meet all of the above conditions will be able to show better
results with revenue management methods. The size and style of the hotel,
as well as the market where the hotel operates, will affect the observance of
each of these conditions. For example, your market may be limited geogra-
phically, or you have to set prices in accordance with the instructions of the
government. However, your product will most likely meet at least two of the
three requirements outlined above.

To date, in Ukraine there is an obvious tendency to develop this tech-
nology not only in network and large hotels, but also in small hotels, where
only one employee can handle income control.

Conclusion. The system of overbooking allows us to evaluate all aspects
of the business activity of the subject of the hotel business, concerning the
target segments and other weighty components. Summarizing the results of
the study overbooking as an effective instrument of revenue management in
hospitality, it can be stated that in order to achieving economic activity goals.
It is important for the business entities to apply management technologies
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that promote the introduction of information innovation and consolidation of
intellectual resources. These instruments are the basis for regulating the
successful management of hotel business entities, creating the necessary
conditions for efficient use of resource potential and service quality. The
implementation of overbooking in the hotel business management system
will enable the hotel companies not only to increase competitiveness in the
market, but also to increase capitalization, increase investment attracti-
veness. Hotel management must be able to use an effective market moni-
toring system that combines management (operational and strategic levels),
information, marketing, accounting components.

This will allow to determine the volumes of application of over-
booking at different time periods in order to ensure the optimal structure of
hotel services, to identify potential reserves of demand satisfaction, to diffe-
rentiate target segments of hotel services customers.

Accordingly, in further studies, it is advisable to focus scientific discu-
ssions on the use of overbooking in the plane of constructing theoretical and
applied models that reveal the essence of its implementation through the prism
of certain hotel services customers segments differentiation.
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boiiko M., bocoscvka M., Kynux M. QOgepoykinz aK IHCMpYMeHm peeeHIo-
MeHeOIHCMeEHN).

Ilocmanoska npobnemu. BnpoaoiceHHs cucmemu peseHIO-MeHeONCMEHMY 8 VKPATHCLKUX
20MeNAX 8UMAa2ac 3ACOCYB8AHHA HOBUX MemoOdis, WO ONMUMI3YIOMb PiGeHb 3A8aHMAN Ce-
Hocmi ma po3nooiny HomepHozo Gorndy. CyuacHuil Memoo YnpasiinHs 00X00aMU 8 20melb-
HOMy Di3Hecl — ye cmpameeisi 06ePOYKIHEY SIK eeKMUGHO20 THCMPYMEHMY PeGeHIO-MEHe0M C-
menmy. Came 8UKOPUCMAHHSL 08ePOYKIHZY MOJICe SUPTUUMU AKIMYATbHI NUMAHHS NOULYKY
pesepgie ompumants 00x00y. OgepOyKine — cumyayis, Koau 3a2albHa KibKICMb HOMEDIS,
3ape3epeosanux 3a NeGHUll NPOMINCOK YacCy, NepesUUyE 3a2albHy KITbKICMb HAAGHUX V Npo-
oaoicy Homepis 3a motl Jice nepioo.

Memoto cmammi € aHaniz cmauy 3aCmocy8anHs 08epOYVKIHEY 8 comensax Ykpainu,
30TUCHEHHST ceeMenmayii 20menbHUx NOCaye 3a Kpumepiem SUKOPUCIAHHS 08epOYKIHZY HA
OCHO8I Memodie ma aHATIMUYHUX [HCMpYyMeHmie 00poOKu OaHux eebcaimis 2omenis
Vkpainu, nepesipka cinomes.

Mamepianu ma memoou. Y pobomi 8UKOpUCAHO MAKi 3a42ATbHOHAYKO8I Memoou,
SK CUHMe3, AHANi3, NOPIGHAHHA, AOCMpaKyis ma iHOYKYisl.

Pesynemamu oocnioycennn. Ilpoananizoeano cman GUKOPUCMAHHSL 08ePOYKIHZY
8 YKPAIHCLKUX 20MEsIX HA OCHOBI MeMOO0N02IT PEBEHIO-MEHEONCMEHMY Y BUCOKUI, cepeo-
Hiti ma HU3bLKUI ce30HU. Busnayeno pieenv GUKOPUCMANHS 08ePOYKIHSY 30 OCHOGHUMU PUH-
Kogumu ceemenmamu 6 omensx 3* 4* ma 5* Ha ocnosi oanux STR-36imie euseieno
OCHOGHI MPeHOU Ce2MeHmayii 20MebHUX NOCTYE 34 KPUMePIieM BUKOPUCHIAHHS 08EPOYKIHE).

Bucnoexu. Cucmema osepbykiney dae 3moey oyinumu 6ci acnekmu OL1080I aKmue-
Hocmi cyb’ekma 20menbHO020 Di3Hecy Wooo YilbOBUX Ce2MeHmie ma IHUWUX 8A20MUX CKIA-
oosux. [{nsa cyb’exmie 20Cno0apio8ants 8ANXCIUBO 3ACMOCO8Y8AMU MEXHOL02IT YNPABIIHHS,
SKI CRPUSIIONb 6NPOBAONCEHHIO THHOPMAYItIHUX THHOBAYIE MA KOHCOMOayil iHmeneknyaib-
Hux pecypcis. Lli incmpymenmu € 0cHo8010 0N pe2ynto8aHHs YCHIUWHO20 YNPABIiHHA CY0 €K-
mamu 20MenbHO20 20CN00APCMEd, CMEOPEHHS HeOOXIOHUX YMO8 O eheKMUBHO20 BUKO-
PUCMAHHSL pecypPCHO20 nomeHyiany ma sKocmi obciyzosyeanns. Bnposadoicenns oeepby-
KiHey 6 cucmemi YpaeiiHHig 20meabHUuM Oi3HeCOM 0ACmb 3MO2Y 20MENbHUM ONepamopam
He MiNbKU RIOSUWUMU KOHKYPEHMOCHPOMOJICHICMb HA PUHKY, alle U 30L1bumu Kanima-
aizayiro ma iHeecmuyitiny npusabaugicmes. Menedxcmenm comenie noguHern Oymu 6 3Mo3i
BUKOPUCIOBYBAMU eEeKMUBHY CUCIEM) MOHIMOPUHSY DUHKY, WO NOECOHYE YNPAGLIHHA
(onepayiiinuti ma cmpameziuHuil pigHi), iIHgopmayiro, MapKemute, 6yxeanmepcbki KOMAOHEHMU.

Knwuyoei cnosa: oBepOYKIHT, YIpaBIiHHSA JOXOAaMH, cpepa TOCTUHHOCTI, TOTETI,
MapKEeTHHTOBi CEIrMEHTH.
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