HOW TO TRACK TRENDS & ANALYZE THE MARKET FOR YOUR HOTEL

By Jeff Coy

Why Bother Trying to Forecast the Future?

The world is complex and interrelated.  Things change rapidly: supply & demand, technology, values, lifestyles, attitudes and consumer behaviors.  A change in one area impacts another area.  

In 2000, 21 million Americans bought travel online, nearly doubling the number for the second consecutive year.  Online travel sales are expected to quadruple, reaching $29 billion in 2003.  The airlines cut their commissions to travel agencies, which are now charging fees to their customers to make up lost revenues.  The money airlines saved paying travel agents is now spent on e-commerce and higher-priced jet fuel.  Despite more people buying airline tickets online, 80% of travel websites will fail as the dot.com travel business evolves.  Typically, what happens to the travel industry happens to the hotel industry shortly thereafter.  

Why bother trying to forecast the future?  To survive and prosper.  If you can forecast trends before they become mainstream, you can profit from trends.

What Is a Trend?

A trend is a series of events.  One event does not make a trend.  It takes at least two events to establish a direction.  For example, gasoline prices of $1.09 in January and $1.49 in February sets a direction for rising prices, but this doesn’t tell us much about velocity of change.  But if, over the next six months, gas prices reach $1.09, $1.49, $1.89, $1.79, $1.69 and $1.59, we can see a trend of rising gas prices, along with the acceleration and slowing of the growth rates.

How Do You Track a Trend?

Trends-tracking involves trends research, analysis and forecasting.  

Trends research: First, decide what you want to track?  Second, find a data source that provides that information.  Third, collect that data regularly over time.  For example, let’s say you want to track the weekly price of gasoline in the Midwest for a year.  Find a data source.  You can get it from the pump or signs.  Or you can contact the Petroleum Marketers or Automobile Association of America.  Click on their websites.  Look for keywords, such as Statistics & Trends, Newsletter, Research Reports and Publications.  You may be able to download the information you want --- usually free.  Industry associations typically have loads of information to share.  The Internet is a great place to do trends-tracking.

Trends analysis: Put the data on a spreadsheet for analysis.  What is happening?  How will it affect your business?  Often, the data source will do some analysis for you.  For example, AAA will try to relate the cause and effect of rising gasoline prices on the number of car trips or vacations taken.  If people delay their vacations, how will this affect your hotel occupancy over the next twelve months?  

Trends forecasting: If you extend a trend line into the future, you can imagine how conditions will be.  For example, if gasoline prices continue to rise over an extended period, we can expect fewer trips, shorter trips, lower hotel occupancies and perhaps higher expenditures on home entertainment systems.

The most reliable way to anticipate the future is by understanding the present.  Look at the trends all around you – from large to small, outside your hotel, inside your hotel, past to present.  Trends point the direction in which things are moving.  Extend these trends into the future, and you can imagine how conditions will be.

The Macro to Micro View

Look at the big picture!  What in the world is happening?  And how do these events affect you and your hotel business?  The 1974 Arab oil embargo, 1991 Persian Gulf War and 2001 terrorist attack on the World Trade Center all affected the US hotel industry.  Travel came to a halt.  Hotel occupancies plummeted.  Recession hit.  Almost no hotels were built in the first half of the 1990s.  Alan Greenspan, chairman of the US Federal Reserve, engineered the cost and availability of money.  We embarked on a hotel building boom, and by 1996, the US hotel industry had reached a record year in terms of occupancy and profits.  By 2001, the industry was in trouble again!

World events, economic policy, fuel prices, new construction and many other trends, large and small, directly impact our business and our lives.  If we can track what is happening in the world, our country, region, state, county, city and neighborhood, then maybe we can figure out what is happening to our hotel business.  If we can anticipate what will happen next, we can make the adjustments, survive and prosper.

Make a worksheet with three columns.  List in column one the international, national, regional, state and local trends that could have a significant impact on you and your hotel.  Discuss their impact in column two.  Jot down some ideas on how can you capitalize on these trends in column three.

The Past to Present View

To better understand the present, go back and look at the historical data that led up to the current situation.  This is true of all trends analysis.  Look at past to present before you try to forecast the future.  

Since we have already looked at external trends, let’s go inside your hotel and look at internal trends regarding the historical performance of your hotel.  What decisions were made along the way?  What effect did these decisions have on your hotel’s performance?

Revenue, Expense & Profit Trends

Review financial statements, correspondence and notes from the past.  Determine what decisions were made in the past and what impact these decisions had on hotel performance up to the present time.

Dig back into your old profit & loss statements and chart the revenue, expense and profit lines for the last five years on a spreadsheet.  Make a worksheet.

What trend lines are moving up, down, or just staying flat?  Is there growth in revenues above the inflation factor?  How much have you invested in sales and marketing over the last few years?  Are the various profit lines up, down or flat?  Indicate what trends are positive and negative.  Find out what past decisions caused these things to happen.  List the reasons.  What positive trends should continue?  What negative trends must be slowed, halted and reversed?  Changing the direction of a negative trend in your hotel may become one of your major objectives for the year.  Jot down some possible actions on your worksheet now!

Rooms, Food & Beverage Trends

While you are gathering facts from old P&Ls, plot some statistics in rooms, food and beverage for the last five years.  Look at the trend lines for total revenue, group room revenue, individual room revenue, occupancy, average room rate, occupied room nights, food revenue, covers, revenue per cover, beverage revenue, and F&B revenue per occupied room night.  Make a worksheet.

Look at the direction of each line: up, down or flat.  What decisions have led up to the present?  If you project the declining trend lines into the future, when will you encounter financial pitfalls and dangers?  A do-nothing decision will continue a negative trend.  To turn it around requires a positive action statement that could become a major objective in your marketing plan.  

What’s the Future for Your Hotel?

Write down some objectives and possible actions you could take.

This article is an excerpt from the industry best-seller, How to Produce & Implement a Hotel Marketing Plan, an 88-page leader guide and 170-page workbook, which guides hotel management teams through the 12 steps of putting a marketing plan into action.

1. Get ready

2. Look at the trends

3. Analyze your customers

4. Know your competitors

5. Analyze your product

6. Forecast market conditions

7. Set objectives and goals

8. Set marketing strategies

9. Develop action programs and communications

10. Do a marketing budget

11. Determine measurements and evaluations

12. Present your plan for approval, funding and commitment
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