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DEMAND FORECASTING 

Constrained Demand – Demand that we see 

 

 

Unconstrained Demand – Demand we don’t see 

 

 





DEMAND FORECASTING 
Constrained Demand 

The Demand that we see. 



DEMAND FORECASTING 
Unconstrained Demand 

The Demand that we don’t see. 



DEMAND FORECAST 
Tactical Decisions 

 The Forecast provides hoteliers with the ability to implement various 

revenue management strategies based on the forecast such as: 

 

 * Specific rate offers  

 * Availability controls 

 * Rate restrictions 

 * Overbooking and/or overselling strategies  

 

 It also provides information to help make decisions such as where, when 

and what type of marketing efforts are needed, and when to do renovations or 

other special projects.  

 

 Schedules for the various departments in the hotel are created based on 

the operational forecast. 

 

 Without an accurate forecast, it is very difficult to arrive at the proper 

tactical decisions required to operate the hotel. 



DEMAND FORECAST 

The Approach 



REVENUE STRATEGY 

Revenue per Available Customer Value 

 Total spending at the hotel during the stay 

 Seasonal or day-of-week stay patterns 

 Cost of the booking venue of choice 

 Cost of sale 

 Group History 



REVENUE STRATEGY 

Other things to consider  

 3rd Party Constraints 

 Local Events 

 Special Events 



REVENUE STRATEGY 

3rd Party Constraints 

  

 Published Per Diem Rates 

 http://www.gsa.gov/portal/category/21287 





REVENUE STRATEGY 

Local Events 

  

 Seattle – Seafair 

 Spokane – Bloomsday, Hoopfest 

 Washtucna – Belt buckle and Chew Can Festival 

 Vancouver – Mold and Fungus Festival 

 Olympia – Evergreen State College Graduation (Really?) 

 

 Citywide conventions 

 Seattle, Vancouver, Spokane, Tri-cities, Yakima, Wenatchee, etc. 



REVENUE STRATEGY 

Special Events 

  

 Superbowl 





REVENUE STRATEGY 

Special Events 

  

 Superbowl 



What is Elasticity? 

elasticity = 
percentage change in demand 

percentage change in price 

Δd / d 

Δp / p 
e = 



Calculating Elasticity, Example 

If the price of a hotel room goes up by 1%, and as a 

result sales fall by 1.5%, the price elasticity of demand 

for this good is -1.5%/1% = -1.5.  

 
 Thus, price elasticity measures responsiveness of 

quantity demanded to changes in price.  

 

 Price elasticity greater than 1 is called price elastic  

 

 Price elasticity less than 1 is called price inelastic.  



 Questions? 



Thank you!!! 
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