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Revenue management (RM) in hospitality refers to the strategic use of pricing, demand
forecasting, and inventory control to maximize revenue from perishable assets. Sheryl E.
Kimes defines revenue management as “selling the right product to the right customer at the
right time for the right price.” Although this philosophy applies to the entire hotel, its
application differs significantly between the Rooms Division and the Food & Beverage
(F&B) department due to differences in product characteristics, demand patterns, pricing
flexibility, operational constraints, and performance measurement.

1. Nature of the Core Product
Rooms Division

The Rooms Division deals with a fixed and highly perishable inventory: hotel rooms. As
discussed in Revenue Management for the Hospitality Industry, room inventory has several
key characteristics:

o Fixed supply (a hotel cannot increase rooms daily)

« Highly perishable (an unsold room tonight cannot be sold tomorrow)
o Relatively homogeneous (standardized room types)

e Sold primarily in advance through reservations

Because capacity is fixed and perishable, revenue management in the Rooms Division
focuses heavily on allocating rooms efficiently among market segments and adjusting prices
according to forecasted demand. The core challenge is balancing occupancy and room rate to
maximize revenue from limited capacity.

Food & Beverage Department

In contrast, F&B products are more heterogeneous and flexible. According to The
Management of Food and Beverage Operations, F&B offerings include diverse menu items
that are customizable and experience-based. Unlike rooms:

o Ingredients can be stored (to some extent)
e Production can be adjusted

e Menu items can be modified

« Portions and recipes can be altered

2. Differences in Demand Characteristics

Rooms Division Demand

Rooms demand is relatively predictable and forecastable. It is influenced by:
e Seasonality
« Local events and conferences

e Business cycles
« Booking patterns



Because many reservations are made in advance, managers can analyze booking pace,
historical trends, and market segmentation data. Revenue management tools commonly used
in Rooms include:

« Forecasting occupancy

e Length-of-stay controls

e Overbooking models

o Market segmentation pricing

Key performance indicators (KPIs) include Average Daily Rate (ADR), Occupancy
Percentage, and Revenue per Available Room (RevPAR). Rooms RM is therefore highly
quantitative and data-driven.

F&B Demand
F&B demand is more volatile and behavior-driven. It depends on:

e Meal periods (breakfast, lunch, dinner peaks)
e Walk-in customers

e In-house guests

e Weather conditions

e Guest preferences and trends

Unlike room bookings, restaurant demand is often immediate rather than reserved in advance.
Forecasting is more complex because consumption patterns vary widely. Guests may order
different items, share dishes, or alter their spending behavior.

Therefore, F&B revenue management focuses on:
e Increasing average check per guest
e Improving table turnover
« Promoting high-margin items
e Reducing waste
3. Pricing Strategy Differences

Rooms Division: Dynamic Pricing

Dynamic pricing (yield management) is central to Rooms revenue management. Room rates
change frequently based on demand levels. Common practices include:

e Adjusting rack rates daily

« Offering corporate and group discounts

e Using online travel agency pricing strategies

« Applying rate fences (e.g., advance purchase, non-refundable rates)

Customers generally accept price fluctuations in hotel rooms because such variability is
common in travel markets. This allows Rooms managers significant flexibility in pricing.

Food & Beverage: Menu-Based Pricing



In contrast, F&B pricing is relatively stable. Menu prices are typically fixed for a season.
Frequent price changes may negatively affect customer perception and fairness.

Instead of dynamic pricing, F&B managers use:
e Menu engineering (classifying items as Stars, Plowhorses, Puzzles, and Dogs)
e Happy hour promotions
« Bundled meals or combo pricing
o Upselling techniques by service staff

Thus, while Rooms rely heavily on real-time price adjustments, F&B relies more on strategic
menu design and sales techniques.

4. Inventory and Capacity Management
Rooms Division

Room inventory cannot be stored or expanded in the short term. Once the night passes,
unsold rooms represent lost revenue. Therefore, capacity management techniques include:

e Overbooking to offset no-shows
e Minimum length-of-stay restrictions
o Closed-to-arrival policies

Rooms revenue management primarily focuses on allocating limited inventory among
different customer segments to maximize revenue.

Food & Beverage

F&B inventory includes raw materials and prepared food. While prepared dishes are
perishable, raw ingredients can be stored for varying periods. Managers can:

e Adjust portion sizes
e Modify recipes

o Change suppliers

o Alter menu offerings

Table turnover rate becomes critical. Unlike rooms (sold once per night), a restaurant table
can generate revenue multiple times during a meal period.

Therefore, F&B revenue management integrates revenue optimization with cost management
and operational efficiency.

5. Performance Measurement
Rooms Division KPIs
Rooms performance is measured using standardized indicators:

e Occupancy %



« ADR
e RevPAR
o Gross Operating Profit per Available Room (GOPPAR)

These metrics allow clear benchmarking across properties.
F&B KPIs
F&B performance measurement includes:

o Average check per guest

e Number of covers served

« Food cost percentage

« Beverage cost percentage

o Contribution margin per item

Unlike Rooms, F&B evaluation places equal emphasis on cost control and profitability, not
just revenue generation.

6. Operational Complexity

Rooms operations involve relatively stable variable costs. Once a room is occupied, the
incremental service cost is predictable (housekeeping, utilities, amenities). Operational
variation is limited.

F&B operations, however, are labor-intensive and operationally complex. Revenue potential
is constrained by:

e Cooking time

« Staff efficiency
« Kitchen capacity
e Service speed

Delays or inefficiencies directly affect customer satisfaction and revenue generation. Thus,
F&B revenue management must coordinate closely with operations and staffing.



