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Purpose: To provide a comprehensive guide on the effective use of Revenue Management
Systems (RMSs) by understanding common biases in override decision-making and applying
best practices.
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Management Association. We hope this report serves as a helpful resource when working with
revenue management systems and performing overrides. Additionally, we trust it will support
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Executive Summary

This report examines the role of cognitive biases— anchoring, overconfidence, and other
decision-making biases—in shaping revenue management executives' interactions with RMSs.
These biases, if not managed carefully, can lead to override decisions that impact revenue
outcomes. Through a combination of interviews with industry experts and a survey of revenue
management professionals, this report identifies the cognitive biases in human-system
interactions and outlines effective practices and guidelines for maximizing RMS performance.
The report concludes with a detailed set of "10 Dos and 10 Don’ts" that serve as a
comprehensive guide to effectively balancing human judgment and RMS recommendations.



Introduction

RMSs are vital tools in the hospitality industry, leveraging data and algorithms to optimize
pricing and inventory management decisions. However, RMS recommendations are often
overridden by managers based on their judgment or specific market insights not fully captured
by the system. In practice, there are two types of overrides in this context, namely input and
output overrides. Input override refers to adjusting the underlying variables or inputs in the
forecasting model, such as modifying demand assumptions or correcting data inaccuracies.
Output override, on the other hand, involves altering the final recommendations produced by
the system, such as changing the suggested room rates or inventory controls.

Input overrides are generally preferable when time allows for recalibration, as they maintain the
integrity of the RMS’s analytical process, resulting in more consistent, data-driven
recommendations. Output overrides are better suited forimmediate adjustments, where speed
and flexibility are critical, though they should be applied selectively to avoid undermining the
RMS’s predictive accuracy over time. While these overrides can add significant value when
used correctly, they introduce potential risks, especially when driven by biases or subjective
interpretations. Despite the widespread use of overrides across the industry, an objective
metric for measuring the success rate of these adjustments remains largely undeveloped. In
the absence of such a metric, measuring the true effectiveness of overrides becomes
challenging, as does understanding the impact of manual interventions on long-term revenue
performance. Recognizing and managing biases in override practices can play a key role in
enhancing both RMS effectiveness and overall revenue outcomes.

Purpose of the Study

This study explores the biases affecting revenue managers’ decision-making in RMS
interactions, particularly in override situations. By identifying these biases and providing
practical guidelines, we aim to support revenue managers in making balanced, data-driven
override decisions that maximize RMS effectiveness and optimize revenue outcomes.

Research Approach
The report integrates findings from two sequential phases:

1. Qualitative Phase: Interviews with 20 experienced revenue managers provided insights
into common cognitive biases affecting override decisions. Key biases identified were
anchoring and overconfidence, with other influential biases like availability, status quo,
and confirmation bias.

2. Quantitative Phase: A survey of 172 hotel revenue managers assessed the impact of
these biases on performance metrics, including Revenue per Available Room (RevPAR)
and Average Daily Rate (ADR), providing a clear understanding of how these cognitive
factors affect revenue outcomes.



1. Common Biases in Decision-Making e
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Confirmation Bias

Managers often evaluate RMS recommendations against their own beliefs rather than
objectively considering the system’s analysis. For example, a manager might override a high
price recommendation because it doesn’t align with their perception of acceptable rates,
regardless of the data supporting it.

Overconfidence Bias

The tendency for revenue managers to overestimate their ability to make accurate pricing or
inventory decisions, often believing they have superior knowledge or insights compared to the
automated recommendations provided by RMSs.

Anchoring Bias

This bias leads managers to base decisions on predetermined values, such as historical rates,
without adjusting sufficiently to current market conditions. After reviewing RMS
recommendations, managers may override prices to match their initial reference points.

Optimism Bias

Managers with optimism bias tend to overestimate their ability to make successful overrides,
believing they are more likely to achieve positive outcomes than negative ones. This can lead to
overconfidence in output overrides based on intuition.

Peer Effect Bias

Decisions are sometimes influenced by peers or competitor behavior. For instance, a manager
may adjust RMS recommendations to align with competitor averages, even if the RMS
recommendation is data-driven.

Outcome Bias

Managers influenced by outcome bias base their current decisions on the success of previous
overrides, regardless of current conditions. This can create a tendency to repeat past
decisions, assuming they will yield similar results.

Loss Aversion Bias

With loss aversion bias, managers prioritize avoiding potential losses over achieving equivalent
gains. They may set conservative rates to minimize risk, avoiding aggressive pricing suggested
by the RMS.

Default or Status Quo Bias

This bias reflects a preference for maintaining current settings rather than implementing new
RMS recommendations. Managers may override suggestions to keep things "as they are,"
especially if they believe the current strategy is meeting KPIs.
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2. Key Insights on Heuristic Decision-Making in RMS Overrides

Most frequently used biases are anchoring and overconfidence.

Reliance on Recent Results (Anchoring)

Revenue managers often base override decisions on recent outcomes, a practice known as
anchoring. This approach is intuitive because recent information is easier to recall and requires
less mental effort to process, making it a quick decision-making tool.

Confidence in Personal Knowledge (Overconfidence)

Managers frequently overestimate their knowledge and abilities, leading to overconfidence in
their override decisions. This is influenced by two factors: the lack of transparency in RMS
algorithms, which lowers trust in system recommendations, and a strong belief in their
understanding of local market conditions.

Mixed Effects on Performance

Anchoring can be beneficial when it helps aligh RMS recommendations with current market
conditions. However, it is sometimes used merely to comply with company policies rather than
as the best strategy. Overconfidence, on the other hand, often has negative effects when
managers override the RMS without adequate data, focusing on immediate results instead of
long-term system improvements.

Importance of Override Success

Success in RMS overrides can strengthen the link between anchoring and improved outcomes.
Managers who apply anchoring thoughtfully may help the RMS improve its recommendations
over time. Overconfident decisions, however, are typically direct adjustments that don’t
support long-term learning for the RMS.

Different Views on System Learning

Managers who use anchoring often believe their adjustments help the RMS adapt and learn,
improving future recommendations. In contrast, overconfident managers tend to view the RMS
as less capable of learning and focus on short-term adjustments instead of allowing the system
to evolve.



3. Best-Practice Guidelines: 10 Dos and 10 Don’ts of RMS Utilization

These "Dos and Don’ts" provide actionable recommendations to optimize RMS performance
while effectively balancing data insights with human intuition.

Dos

1. Regularly Review and Calibrate RMS Configurations
Regular updates ensure RMS settings reflect the latest market conditions, pricing structures,
and inventory policies, maintaining relevance and accuracy.

2. Document All Override Decisions and Rationales
Record each override, its reason, and its outcome for transparency, which supports
accountability and enables future performance analysis.

3. Set Specific Override Criteria and Frequency Limits
Define clear guidelines for permissible overrides, such as events, demand shifts, or external
factors that require manual adjustments.

4. Maintain an 80:20 Ratio of System Decisions to Overrides
Aim for no more than 20% overrides to preserve RMS predictive accuracy and prevent
disruptions to the system’s learning process.

5. Conduct Regular Training on RMS Use and Override Practices
Train teams on data-backed decision-making, with an emphasis on recognizing and minimizing
cognitive biases.

6. Engage in Regular Dialogue with RMS Providers
Regular communication with providers ensures that RMS configurations stay aligned with the
hotel's business goals and can address operational needs.

7. Establish Override Documentation Protocols
Standardize documentation practices to ensure team members consistently track
adjustments, enhancing accountability and learning.

8. Define and Use Objective Metrics to Evaluate Override Success
Track metrics like ADR and RevPAR to objectively assess override outcomes and refine
practices based on performance results.

9. Regularly Monitor the Impact of Overrides on Key Performance Indicators (KPIs)
Understand the effects of overrides on KPIs to adjust strategies and improve RMS utilization
over time.

10. Encourage Bias Awareness and Reflection in Decision-Making
Regular training on recognizing biases, such as anchoring and overconfidence, fosters
objective, data-informed decisions.



Don’ts

1. Avoid Frequent Overrides Without Valid Justification
Limit overrides to data-driven situations with a clear rationale, such as unexpected demand or
external anomalies, to maintain RMS accuracy.

2. Do Not Overlook Documentation for Each Override
Consistently document overrides and their rationale, as skipping this step compromises
transparency and hinders post-action analysis.

3. Do Not Deviate from Established Override Criteria
Stick to predefined override criteria to avoid introducing unnecessary subjectivity into decision-
making.

4. Don’t Rely Solely on RMS or Human Judgment Alone
A balanced approach that combines RMS insights with structured human oversight leads to
more accurate and effective decisions.

5. Avoid Biases in Decision-Making
Actively recognize and manage biases like anchoring and overconfidence to ensure objective
override practices.

6. Don’t Override RMS Recommendations Based on Intuition Alone
Intuition alone should not drive override decisions; use data or well-reasoned support to
validate any adjustments.

7. Avoid Bypassing Company Guidelines for Overrides
Adhere to established override protocols to ensure consistency and objective decision-making
aligned with business goals.

8. Do Not Dismiss RMS Recommendations Automatically
Always review RMS recommendations critically, even if they initially seem aligned with
expectations, to ensure informed decisions.

9. Don’t Allow Stakeholder Pressures to Unduly Influence Overrides
Make sure override decisions are data-driven and alighed with business objectives rather than
external pressures.

10. Avoid Relying on Past Override Successes for New Decisions
Each override decision should be based on current data and conditions, not past outcomes
that may not apply in new situations.



4. Key Takeaways

The Need for Objective Metrics in Evaluating Revenue Management Overrides

Despite the frequent use of input and output overrides in RMSs, the hotel industry still lacks an
objective metric to measure the success rate of these manual adjustments. This gap makes it
difficult to evaluate the long-term impact of overrides on revenue performance, underscoring
the importance of cautious and well-informed override practices to maximize RMS
effectiveness.

Selective Overrides Enhance RMS Performance

Thoughtfully applied overrides can improve key metrics like RevPAR and ADR. Managers should
leverage their judgment to make adjustments only when market conditions indicate the need,
ensuring each decision is backed by data.

Bias Awareness is Essential

Cognitive biases, particularly anchoring and overconfidence, frequently influence override
decisions. Training and regular bias awareness programs can help revenue managers recognize
and manage these biases, leading to more objective decision-making.

Regular Documentation Supports Learning
Keeping records of override rationales and outcomes helps track performance, supports team
learning, and enables more data-driven decisions in future scenarios.

Balance RMS Recommendations with Human Intuition

A balanced approach that incorporates both RMS outputs and human judgment yields the best
results. This approach maximizes RMS capabilities while allowing managers to adapt to
nuanced or rapidly changing market conditions.

Set Clear Guidelines for Override Decisions

Establishing criteria for when to override RMS recommendations minimizes impulsive
decisions, promotes consistency, and enhances the overall effectiveness of RMS in achieving
revenue goals.

Engage with RMS Providers

Regular interactions with RMS providers can keep system configurations optimized, ensuring
that RMS outputs stay aligned with business objectives and are responsive to evolving market
dynamics.



