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• RM for Theme parks

• RM for Theaters

• RM for Tourism Destinations

• RM for Rental Cars

• RM for Restaurants

RM for non-traditional sectors
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Where does RM work?

 operates with a relatively fixed capacity,

 has multiple and clear market segments, 

 has perishable inventory,

 can sell products well in advance (predictable demand), 

 has high demand fluctuations,

 has high fixed costs and has low variable costs.

For a company that

Traditional 

RM Industry
Airline, Hotel

Non-traditional 

RM Industry

Restaurant,  Golf Club, Cruise, Casino, 

Resort, Hospital, Rental Car, Health care, Theme 

Park, Theater, Gallery, Internet Service, etc
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Traditional RM 

Industries

Non-traditional 

RM Industries

Industry Examples
Hotels,

Airlines

Restaurants,

Golf Clubs

Theme Parks,

Tourism Attractions

Service Capacity Fixed
Relatively

Fixed

Relatively 

Flexible

Service Duration
Fixed

(Predictable)

Variable

(Unpredictable)

Variable

(Unpredictable)

Physical Constraint Very Constraint
Constricted but 

Flexible

Not constricted 

and Flexible

Typology of RM Industry

Adopted from Heo (2012) Restaurant Revenue Management in Revenue Management for Hospitality and Tourism 
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Revenue 

Management for

Theme Parks?
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May 5th

May 4th
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Samsung Everland in Korea 
(Children’s day, 5th of May)
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Theme Park Revenue Management

Characteristics Ideal Applications of RM Theme park
Degree of 
common 
feature

Perishable 

Inventory
- Inventory is perishable - Inventory is perishable

Similar

Different

Cost Structure

- Low cost of marginal sales in 

comparison to marginal revenues

- High fixed cost

- Low cost of marginal sales in 

comparison to marginal revenues

- High fixed cost

Demand
- Variation in demand is significant

- Demand is somewhat predictable

- Variation in demand is significant 

- Demand is somewhat predictable

Segmentable 

Market

- Market is capable of being segmented

- Significant differences in price 

elasticity by market segment

- Market is cable of being segmented

- Differences in price elasticity by 

market segment

Capacity Limit

- Capacity is fixed

- Service providers have excess 

capacity at certain times and excess 

demand at other times

- Capacity is relatively flexible

- Theme parks have excess capacity 

during low-demand seasons and 

excess demand at high-demand 

seasons or on weekends

Reservations 

made in 

advance

- Service is reserved by customers in 

different time periods

- Uncertainty of actual usage despite 

reservations creates possibility of 

unsold seats

- Small percentage of or no reservations 

are made in advance
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Adopted from Heo (2009) Application of revenue management practices to the theme park industry
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Current Practice Suggested Practice

Capacity 

Control

- Queue management in parks

- No capacity limit

- Control Demand with variable price

- Limit number of attendees during 

high-demand seasons and/or times

Pricing

Policy

- Flat admission rate all though 

the year.

- Discount for specific target

- Seasonal pricing promotion

- Time-based pricing policy (Pre-fixed)

- Demand-based dynamic pricing 

strategy  (Variable)

Reservation 

System

- Presale of admission tickets 

through online resources

- Operate online reservation system 

connected with revenue management 

system

Theme Park Revenue Management
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Adopted from Heo (2009) Application of revenue management practices to the theme park industry
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Revenue 

Management for

Theaters?
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Revenue 

Management for 

Tourism Destination 

Management?
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Samsung Everland in Korea 
(Children’s day, 5th of May)

Overtourism?
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Revenue 

Management for

Rental Cars?
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Restaurant 

Revenue 

Management?
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 Menu engineering is a structured approach to build and monitoring a menu

 Two Key Measures 

: Contribution and Popularity of each menu item

 Contribution is the amount of money we make from a menu item  

= Menu price – food cost

 Popularity is the number of a menu item sold in a give period as compared to 

other menu items. 

• Stars: extremely popular and have a high contribution margin. 

Ideally Stars should be your flagship or signature menu items.

• Plow Horse or Cash Cows: high in popularity but low in contribution margin. 

Plow horse menu items sell well, but don’t significantly increase revenue.

• Puzzles: generally low in popularity and high in contribution margin. 

Puzzle dishes are difficult to sell but have a high profit margin.

• Dogs: low in popularity and low in contribution margin. 

They are difficult to sell and produce little profit when they do sell.

21

Menu Engineering
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Stars

Puzzles

Plow Horse 

Dog

High

Low

Low High

Popularity

Contribution

Item 1

Item 2 Item 3

Item 8

22

Menu Engineering Matrix
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• Relatively fixed capacity

- More flexible than traditional RM industries

• Predictable demand

- Reservations VS. Walk-ins

- Less predictable demand

• Perishable inventory 

- RevPASH: Revenue Per Avaliable Seat Hour

• Appropriate cost and pricing structure

- Relatively low variable and high fixed cost

- Pricing flexibility during low-demand times)

• Time-variable demand

Restaurant Revenue Management
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 Revenue accrued in a given time interval divided by the number of seats available 

during that time. It takes into  account perishable products of a seat and restaurant 

operating hours. 

- RevPASH = Total Revenue /  No. Available Seats / Hours open

or = Capacity Use * Average Check

 RevPASH indicates the rate at which capacity utilization generates revenue, and it 

increases as the number of table turns increases and the length of a meal’s seating 

duration decreases.

RevPASH (Revenue Per Available Seat Hour)

RevPAR and RevPASH Commonalities

Industry
Capacity Utilization 

Measure

Sales per Unit 

Measure

Formula

Variation

Lodging Occupancy % Average daily rate (ADR) Occupancy %  ADR = RevPAR

Foodservice Seat utilization % Check average
Seat utilization %  Check average 

= RevPASH

Kimes, et al. (1998)
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 Restaurant operators typically 

face an unpredictable duration of 

customer use, which inhibits their 

ability to manage revenue.

 To allow for better RM 

opportunities, managers must 

increase control over the length of 

time customers are occupying 

their seats.

 Restaurants sell time and space 

in the form of meals of predictable 

length.

Right Time (& Duration) 
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Internal Approach
 Forecasting

 Overbooking
Managing Demand: 

Uncertainty of Arrival External Approach
 Guaranteed reservations

 Reconfirm reservations

 Service guarantee

Kimes, S. E. (1999)
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Internal Approach
 Menu design

 Process analysis

 Labor scheduling

 Communication systems
Managing Demand : 

Uncertainty of Duration
External Approach

 Pre-bussing

 Check delivery

 Coffee and desert bar

Kimes, S. E. (1999)
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Right MenuRight Customer
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Reservation and Table Management Systems 

(OpenTable) 

Right Table mix
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Airbnb Takes Aim At OpenTable With 

Restaurant Reservations
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Profit Per Available Square Meter

Profit Per Available Seat Hour 
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Restaurant Revenue Management is

to provide the right Menu

to the right Customer

at the right Time (& Duration) 

for the right Price

by using right Table mix.
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2019 REVENUE MANAGEMENT & 

PRICING IN SERVICES CONFERENCE

(RevME Europe)

December 2-4, 2019 / EHL Switzerland

Industry Keynote Speakers

Nicola Simionato, 

Google

Jan Krasnodebski , 

Expedia

Paul Van Meerendonk, 

IDeaS

Steve Hood 

STR

Limited Free 

Registration
Sponsorship 

Opportunities
Call for Papers

Theme : Data Analytics in Revenue Management


