A SUPPLEMENT TO HOSPITALITY TECHNOLOGY
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INTRODUCTION

2018 LODGING TECHNOLOGY STUDY

Deconstructing Innovation

Tech spending increases as hotels eye data and digital to empower guests

What started as a disruption is now a metamorphosis as hotels — and all industries — have
had to transform services, operations and strategies to keep pace with the demands of a con-
nected workforce and clientele. Digital natives are rapidly giving way to a generation for whom
technology is — if possible — even more innate, fostering an environment where businesses
must leverage the innovation that has empowered its consumers.

The pervasiveness of mobile and online solutions necessitate an e-commerce approach to
businesses beyond retail as omni-channel engagement and experiences are expected. Hotels
have recognized this as they cautiously increase IT budgets and place high priority on digital
engagement and loyalty in a strategic sense. Actual investment is another story, however, as
those technology budget dollars are more often absorbed by property management systems,
with less than half the amount allocated to PMS being invested in software for CRM/loyalty
and digital.

Despite this disconnect, hoteliers persist, with heavy investments slated for mobile and
personalized marketing and measures to drive direct bookings. To do so, hoteliers look to ana-
Iytics to better understand guests and offer the customized offers and experiences that will
inspire loyalty.

Findings from the 2018 Lodging Technology Study indicate that hoteliers continue to
struggle with insufficient IT budgets and feel burdened by pressures of maintaining legacy
infrastructure. Adding to difficulties of hotels staying on pace with innovation, is the inability
to justify ROI on the latest tech advancements. About a quarter of hotels say resistance to
change is a top challenge and that goes up to 40% for hotels that consider themselves lagging
compared to competitors in technology.

To gain a clearer perspective on hotel technology decisions, HT compiled data representa-
tive of 64,409 properties, across a variety of topics from budgets to top challenges, investment
plans and technology goals. We also profile hotels that identify as technology innovators —
about one third of overall respondents — as a point of reference for how leading edge compa-
nies do things differently. Deconstructing the pieces that make up overall technology strategy,
reveals the common themes that bind the hospitality industry as a whole.

Hotels that want to gain competitive edge are prioritizing empowering the guest, offering
services that allows each individual the experience he or she wants. Technology will play a vital
role in this and will require a faster pace of investment and a willingness to do things in differ-
ent ways. This may require some periods of discomfort as new norms are established.

According to Gartner, by 2020, five of the top seven digital giants will willfully “self-disrupt”
to create their next leadership opportunity, just as Apple sacrificed iPod sales with the release
of the iPhone. Hotels too can apply the tenets of self-disruption to the business, but it will
require a willingness to be first and bear the risks inherent in that placement. As the bar for in-
novators is continually raised, a competitive edge will not be attained by catching up — it will
require getting there first.

3 STEPS TO
SUCCESSFULLY

SELF-DISRUPT

1. Identify the style of
disruptive intent that
works for your brand

2. Weigh profit loss
against the anticipated
gains; make sure it
adds up

3. Foster collaboration
between enterprise
architects, strategic
planners, executive
management and IT
staff to focus on
opportunities post-
disruption
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BUDGETS & BUSINESS DRIVERS

2018 LODGING TECHNOLOGY STUDY

DISTRIBUTION OF IT BUDGETS FOR 2018

Innovators spend more on internal
personnel than laggard counterparts

35%

Hardware Software Internal Network/ Other
Personnel Telecom/
Connectivity

TOP 12 TACTICAL TECH OBJECTIVES

Improving digital customer engagement/guest loyalty 46%
Improving business & customer analytics 31%
Enhancing payment and data security 28%
Reduce cost of managing technology 27%
Increase employee productivity 27%
Enhancing guest room technology 26%
Enabling seamless reservations across all channels 25%
Support new business models/revenue-

generating opportunities 23%
Enhance bandwidth 18%
Migrate solutions to the cloud 18%
Keep up with competition 18%
Keep up with owner/operator expectations 14%

Analytics and security remain top priorities for
hoteliers. These areas will need greater focus
as GDPR regulations take effect in May 2018.

SOFTWARE ALLOCATIONS FAVOR THE PMS

Property
Corporqte/ Management
Enterprise System
(Softwore
ERP- Point of
CRM/ Accounting g |
Loyalty & Labor) ale
& Digi- T (POS)
53 @ Central
18% Reservations
@ —l System
Revenue Sales &
Management Catering
System
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ample online inventory allows guests to price shop and puts the
pressure on hotels to push boundaries to win and retain guests.
There has been a flurry of activity with hotels revamping loyalty
programs to appeal to the experience-driven nature of guests.
Research also reveals that rewards members often book longer
stays than non-loyalty members.

Best Western Hotels & Resorts conducted a study of 1000
hotel loyalty program users to gather insight into how today’s
travelers make loyalty decisions. Expiration of points, ease of
point redemption, guaranteed room availability and brand trust
emerged as top factors. In response, Best Western revamped its
Best Western Rewards (BWR) program in 2017 to make redeem-
ing rewards easier for guests with a digital membership card.

Analytics and security remain at the top of the mid-tier of
strategic goals. Data — and the smart use of it — is vital to drive
the customer-centric, differentiated experiences that today’s
digital natives and tomorrow’s digital “innates” desire. To do so,
hoteliers are focusing beyond merely data gathering to analytics
in order to personalize experiences and offers to incent guests to
increase frequency, spend more and
stay longer.

General Data Protection Regula-
tions (GDPR) will further impact ana-
Iytics and security strategies in 2018

36% of laggards
place higher
prioritization on
reducing the cost
of managing
technology and
= €Nhancing guest
[O}8 room technology,
having them tie for
second among top
strategic goals.

as the new standards for compliance
take effect in May. According to PwC,
this is the largest change to data pro-
tection legislation in the last 20 years.
On a basic level, any company that
captures data on European citizens
will need to comply. GDPR authorizes
regulators to impose fines on compa-
nies not meeting privacy requirements,
including U.S.-based companies if they
conduct business in Europe. In a broader sense, experts believe
that GDPR will help hotels ensure that brands are adequately pre-
pared for the future of a digital economuy.

With the magic number of 4%, hotel technology dollars must
be spread across priorities. The largest portion of budgets gets
devoted to software with 35% of budgets, outpacing hardware by
eight percentage points. To get a more granular view of software
spending (as represented in the chart to the left), we asked ho-
teliers to identify the distribution of software budgets. Property
management systems take about a third, more than 10 percent-
age points above central reservations systems and even the point
of sale. This indicates that the PMS has truly become the central
hub of hotels, being tasked to do a myriad of different functions.
The smallest portion of software budgets goes to CRM/Loyalty
with 14%. This represents a disconnect between priorities and
investment. As the fervor for improving digital engagement will
likely not subside, hoteliers must shift this distribution to better
align with strategic technology goals. Getting software in lock-
step with those priorities will be imperative for hotels to compete
in the new landscape of digital competitors. HT

- 2018 LODGING TECHNOLOGY STUDY



TECHNOLOGY STRATEGY

2018 LODGING TECHNOLOGY STUDY

CHAPTER 2:

Hotels Prioritize Analytics to Keep Pace with Change

Insufficient technology budgets remain top challenge, but integration stymies innovators

The convergence of the physical and the digital across indus-
tries has created a new generation of empowered consumers.
These guests are accustomed to mobile devices that can deliv-
er what they want at the press of a button, but they also crave
personalization and value experiences. Technology obviously
plays a major role in that empowerment and it is changing
how organizations must rethink and restructure how to interact
with customers across the entire customer journey.

The rapid pace of technological change demands that
technology leaders constantly evaluate strategies and hone
skills. Overall, this year’s study findings indicate that hotels
are more confident in their ability to innovate, with 34% of ho-
tels claiming they are better than competitors, up from 21%
last year. This aligns with the rise in technology budgets as
hoteliers feel they are taking appropriate steps to keep pace
with competitors.

Both innovators and laggards are less sure of themselves
when it comes to analytics. When self-assessing against com-
petitors, the majority of technological stragglers say they are
behind in analytics maturity (58%) and none believed that
they were leading the competition in data strategy.

The saying “work smarter, not harder,” could easily be cli-
ché, if it weren’t for the fact that businesses across industries
are prioritizing data-driven strategies. This attention to ana-
lytics will require greater IT-business alignment. Intelligence

TOP CHALLENGES FACING IT DEPARTMENTS
@ LAGGARDS @ INNOVATORS @ALL RESPONDENTS

60%
Lack of sufficient IT budget 40%
. 33%
Burden of maintaining existing infrastructure _ 33%
Inability to derive ROI for tech roll-outs _ 33%
Effort required to system integration 30%
. 39%
Lack of skilled tech resources in-house 28%
Outdated technology architecture 28%

Keeping pace with guest expections 27%

13%

1ll

Resistance to change in the organization %

0%

E

Delivering technology projects faster

Resistance from partners to invest in new tech

"

i

Poor IT-business alignment

HOW HOTELS RATE THEMSELVES COMPARED TO COMPETITORS
@ BETTERTHAN @ ONPAR @ LAG

©

52% 52%

R

¥

34%

26%
6% 23%

14%

Overall Technology Analytics Maturity

Innovation
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50%

29% 29%
21%

12%

Customer-Facing Tech

Property
Management Tech
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EXECUTIVE Q&A

ADVERTISEMENT

WWW.AGILYSYS.COM

Agilysys

Integrated Systems, Shared Data Lead to a Better Customer Experience

How is automation driving/
shaping hospitality in conjuction
with personalized service? Which
vl emerging technologies will reshape

SRIDHAR
LAVETI, VP OF
PRODUCTS AND LAVETI: With continually
CUSTOMER SUPPORT, | )

AGILYSYS Increasing pressure on our

how hotels interact with guests?

leisure time, consumers

desire unique, personalized
experiences at every opportunity. In
hospitality, technology is already increasing
personalization of the overall experience.
Over time, guest usage and behavior data will
be leveraged by operators to anticipate guest
needs. This means curating room amenities
by the guest type or preference, rather than
putting one of everything in every room.
For hotels, personalization and effective use
of technology are expected to be significant
brand differentiators.

Integrating systems remains a top challenge. What do
you recommend hoteliers ask of current and potential
technology partners to facilitate integration?

LAVETI: Hoteliers should expect all of their
hospitality solutions to work in harmony.
Property management technology is at the
core of every hotel and resort, and while it
helps drive a frictionless guest experience, it
should also offer seamless integration with
ancillary technologies. It must integrate and
share data transparently throughout the
enterprise. This provides the most flexibility
to deliver a unique and memorable experience
for guests while increasing the efficiency of
hotel operations. A couple keys to look for
are technologies with robust APIs and those
that are built natively for the cloud. These
are forward-looking features that provide the
greatest flexibility and support the movement
to unify fragmented hotel system.

The majority of operators plan to operate most systems

in the cloud within the next 12 months. What benefits
come from operating systems above property? Why are
some hesitant to move to the cloud?

LAVETI: A clear benefit of a cloud infrastructure
is reduced costs. This includes reduced
maintenance and support costs, which are
traditionally built into the pay-as-you-go,
subscription model of cloud environments.
Operators typically can save on hardware,
software, upgrades, tech support and licensing
costs as well. Since cloud solutions are hosted
in large, redundant data centers, they provide
an increased level of data security and disaster
recovery. Perhaps most importantly, operating
in the cloud also reduces capital expenditures.
Migrating to the cloud must be contemplated
just like any other major change in technology,
which is partly why we’re seeing a more
gradual migration and perceived hesitancy.

Improving analytics is a top strategic goal for
technology, but data silos are a major problem. How can
hoteliers address this issue and best leverage data and
analysis to improve operations?

LAVETI: While the whole company should

be willing to share data; it’s difficult to put
that idea into practice. The challenge of
breaking down data silos begins, and ends,
with a culture shift. Actively encourage more
collaboration between departments. There will
always be some reluctance, but we’ve found
it is most productive when staff appreciate
that other areas may hold valuable data

that benefits them. Cultural change serves

as an important starting point, and part of
that change is acknowledging that the IT
department is an important partner to achieve
data-sharing. Advances in areas such as
artificial intelligence and modelling are also
enabling us to become better at using this data
to anticipate future guest requirements. Well-
trained staff backed up by technology will be
key to delivering personalized service in 2018.
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C-SUITE TRAJECTORY BY 2019
@ LAGGARDS @ ALL RESPONDENTS ® INNOVATORS

64%

Chief Digital
Officer

Chief Insights/Analytics
Officer

Chief Marketing Officer

58%

Chief Information
Officer

Chief Experience Officer

and innovation go hand in hand especially as brands see val-
ue triggered by consumer choice. This presents an opportunity
for hoteliers to provide touchpoints that meet guests’ expec-
tations from both a technical and service perspective.

Identifying challenges is one way to track what is hamper-
ing hotel’s IT efforts. Once again, hotels identify inadequate
budgets as the top challenge. This is despite the fact that
2017 IT budgets increased over 2016 and that executives plan
to spend more on technology in 2018. Looking back to when
average hotel tech budgets peaked at 6% of overall revenue,
insufficient IT budgets still came in as a top three challenge. This
is a problem that will persist, as in order for any company to
lead, investments must be made in technology that are in earlier
phases of the hype cycle, might not have proven use cases and
are likely still higher-cost.

Technology-based innovation arrives faster than most orga-
nizations can keep up with. Before one innovation is fully imple-
mented, updates and new technology are introduced disrupting
the process. To cope, ClOs need to develop strategies that ac-
commodate this pace of digital change. Hoteliers must weigh
the needs of taking chances on technology that might not yet
have a fully realized ROl when setting budgets and implement-
ing strategy at the risk of falling behind.

Delivering ROI went from a low-tier challenge to the top of
the mid-tier. A swath of nine mid-tier challenges indicate that
hoteliers find it hard to distinguish a top challenge, with none
separated by more than three percentage points.

Integration also moved up from 24% to 30%. Interestingly,
companies that identify as innovators named the effort required
to integrate systems as their top challenge (39%) followed by
lack of budget and deriving ROI.

Laggards claim to experience more resistance to change
in the organization. This speaks to the need for collaboration
across all levels of the organization in order for technology strat-
egies to be successful. Scott Strickland was named the CIO of
Wyndham Hotels & Resorts in March of 2017. One of his first
orders of business as the technology leader for the company
was to begin building out the brand’s digital foundation, while

standardizing the myriad of disparate systems in place. This is
key for business growth as he told HT, “standardization leads to
innovation.” He stresses the importance of identifying business
needs and justifying risks based on ROI that might not happen
immediately. “We cannot be afraid of transformative projects,”
Strickland says.

Todd Davis, CIO of Choice Hotels agrees as he told HT in an
exclusive interview that Choice will set aside time and dollars
to experiment and see if there are potential returns. “We make
decisions with data to back them up,” Davis says. “Sometimes it
is a gamble; some work some don’t. It is important to take cer-
tain opportunities, knowing there may not be a return. We try
to pilot things rapidly so we can fail or succeed quickly. Any
investment has to add to the company’s overall profit propo-
sition. You may not be able to put a finger on it immediately,
but it is important to look at the bigger picture.”

%g INNOVATOR QUOTIENT: “IQ” POINTS
4 TO PONDER

- Innovators name poor systems
integration as the top challenge
facing IT teams.

SN
SRS

- Innovators prioritize leadership
in analytics and experience:
Companies that identify as
innovative are more than twice
as likely to have chief insights
and experience officers in
place by 2019 than
laggard companies.
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PRIORITIZED SOURCES TO MINE FOR RICH GUEST DATA

Revenue management optimization

62%

Guest insights

58%

Social media analytics

36%

Personalizing promotions

35%

Promotions effectiveness

29%

Staffing/labor management

28%

Rate parity

26%

Services pricing

15%

Logistics optimization

n%

The shifting role of technology in overall business strategy
— has gone from less of a keep the lights on/systems running
role to empowering guests across the lifecycle and transform-
ing the enterprise. We predicted last year that CXO (chief expe-
rience officer) would outpace CDO (chief digital officer) within
two years. This year’s research reveals the title already does.

ClOs, for their part, must be part of discussions around
overall business strategy. CMOs and CIOs must work together
to make sure technology strategies resonate with guests and
drive revenue. With hotels citing the number one goal as im-
proving digital customer engagement/loyalty, marketing and
technology executives will need data to make this happen.

Bigger picture for the C-suite, the CIO will have to oversee,
own and know how to have a team that can execute on tech-
nology strategy that empowers the enterprise and delivers on
broader company-wide objectives.

“Technology leaders should not just be adaptable to
change — rather they need to have a strong desire to lead
innovation and change,” Vivek Shaiva, CIO & senior vice presi-
dent, La Quinta Inns & Suites, told HT.

Asking hotels to prioritize areas for deeper analysis, we see
a trend in that the top five picks all focus on insights that can
ultimately be used to influence guest behavior. Revenue man-

“I think of data as a corporate asset. Our Bl
organization has created models around iden-
tifying return on investment and our platforms
are built in a way to enable data gathering.”

— TODD DAVIS, CIO, CHOICE HOTELS

agement and guest insights were the top two selections by
a sizeable margin. As OTAs insert themselves between ho-
tels and guests, operators are hoping to find ways to regain
that direct connection with the consumer. Retail entities and
restaurants are finding this important as well, as digital gi-
ants like Amazon insinuate themselves between a brand and
its guests when the transaction is initiated elsewhere. While
the OTA relationship is a vital one for many hotel companies
that won’t go away, brands continue to look for ways to drive
direct bookings and own the entire guest relationship from
pre-booking to post-stay.

HOTELS’ BIG DATA EFFECTIVENESS SCALE
1= NOT EFFECTIVE AT ALL, 10 = EXTREMELY EFFECTIVE

On average, hotels rate
their use of analytics as
somewhat ineffective

LACK OF ANALYTICAL
CONFIDENCE PERSISTS
Even self-proclaimed leaders
in analytics maturity only rate
their effectiveness with big
dataas a 5.

10
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5
S

- Almost half (45%) of innovators
plan to upgrade or add guest WiFi.

f% INNOVATOR QUOTIENT: “IQ” POINTS TO PONDER

- About 3 out of 5 innovators (58%)
will add or update Smart TVs or
streaming capabilities

“l think of data as a corporate asset,” Davis says. “Our
business intelligence organization has created models around
identifying return on investment and our platforms are built
in a way to enable data gathering. Our true goal is to use
technology investments to help identify and build sustain-
able business opportunities.”

To complete our view of hotel technology strategies, we
take a look at hotel networks. Less than a quarter of IT bud-
gets (22%) are spent on network technologies, but as band-
width demands continue to increase — networking solutions
will need to support more. Guests are arriving on property
with multiple devices, expecting and wanting to, among other
things, be able to stream or cast content. These demands will
only increase. When asked to estimate how many devices per
room their current bandwidth allocations would support, the
average number was three devices per room. It’s estimated

that most guests arrive on property with an average of three
devices each, so if there are two guests in a room, that num-
ber of devices trying to connect easily goes to six.

According to Hospitality Technology’s 2017 Customer En-
gagement Technology Study, free, reliable WiFi will influ-
ence booking decisions for 89% of guests. Study findings
indicate that most hotels offer free WiFi access, but Graeme
Powell, founder of consulting firm Veridicum notes that in
the haste to provide free WiFi, robustness was sacrificed. As
guests become more demanding of experiences, slow WiFi
will ultimately impact a consumer’s perception of a brand
and/or property. So while guests do want WiFi to be free,
they also want it to be good. Innovators are taking note
with 45% making enhancements to guest WiFi in 2018 and
58% planning to add or upgrade smart TVs/streaming ca-
pabilities. HT

THE REAL BANDWIDTH BATTLE: TO CHARGE OR NOT TO CHARGE FOR HSIA?

20%
Charge for 5 megabits per room and above
A %

Toutof 3

hotels charge

guests for access
to higher
bandwidth
levels.

Charge regardless of bandwidth level

9%

Charge for 3 megabits per room and above

2%

Charge for 1 mega bits per room and above

58*

No charge for HSIA
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CHAPTER 3:

The Digital Guest Drives R&D

Hotels prioritize upgrades to focus on mobility, analytics and security

As consumers have adapted to available innovations, expecta-
tions have shifted exponentially. The pace of digital disruption
presents hoteliers with new technologies and technology strat-
egies on a regular and consistent basis. With hotel technology
investments tracking upward, examining hotels’ planned adop-
tions and investment areas helps to complete the 2018 portrait of
the state of hotel technology.

This study tracks both current and planned adoption for a va-
riety of technologies across 30 specific areas. Charting the activ-
ity planned in these areas, several investment priorities rose to
the top of hotel investments and illustrate how hotels plan to put
IT budget dollars against the strategic goals outlined in chapter
one. In this section we will draw parallels between technology ob-
jectives and actual adoption.

Specifically, a majority of hoteliers (57%) are prioritizing in-
vestments in mobile and personalized marketing; 53% of opera-
tors plan to add smart TVs or otherwise enable streaming ca-
pabilities for guests; and half of operators surveyed anticipate
changing or upgrading point of sale systems.

Digital Era Demands Data-Centric View of Guest

The digital natives who came of age in the mobile, connected
era are giving way to a generation of consumers for whom tech-
nology is even more instinctive. To appeal to these guests, ho-
tels are hyper-focused on providing options that blend seamless

digital convenience with personalized analog experiences. As
businesses across industries grapple with the “Amazonization”
of everything, companies are recognizing the need to think like
e-commerce companies in order to survive. Hotels too continue
to look for ways to add digital conveniences into the high-touch
world of hospitality.

Improving digital customer engagement remains a top stra-
tegic goal for technology with 46% of hoteliers focusing here in
2018. The emphasis on digital engagement outpaces other pri-
orities by a fair margin with the second goal of improving analyt-
ics getting 31%. This one-two punch of digital and data reflects
adoption plans of hoteliers to zero in on empowering guests with
mobile options while investing in areas to yield customer insights.

Topping investment plans for empowering guests with omni-
channel experiences is mobile and personalized marketing with
57% of hotels focusing here. Customizing offers will require sev-
eral things, but first and foremost it will require a strong relation-
ship between the CMO and CIO. This collaboration will ensure
that technology and marketing strategies are in alignment, with
the right information being gathered to craft personalized offers
and messages, and delivered in the preferred method of com-
munication to each guest.

Mobile check-in/out saw a sizeable jump in precedence for
hoteliers. The technologies, which ranked as lower priorities in last
year’s study, moved to the top tier with 48% of hotels ranking

TOP INVESTMENT AREAS TO EMPOWER DIGITAL GUESTS

@ ALLRESPONDENTS @ INNOVATORS @ LAGGARDS

Mobile & personaized morketing G 57%

Driving more direct reservations

55%
. 61%

Sy

Innovators place

Mobile check-in/out — 48%
0,

Offering seamless reservations

more emphasis
on offering seamless
reservations and

Guest lifecycle customer analytics

47% ——e Laggards prioritize

driving direct
reservations.

Mobile room key

guest lifecycle
analytics more than

_ 23%

Integrated itinerary management h 20%

innovators and the
overall respondent

Personal concierge via mobile devices

pool.

h 19%
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GUEST-FACING TECHNOLOGY UPGRADES & ROLLOUTS

@ ADD FORISTTIME @ UPGRADE @ NEW SUPPLIER

Smart TVs/Streaming capabilities

“ 31%
(]

4%
4%

Guest WiFi

Customer Mobile App

38%

13%
26%

7%

CRM/Loyalty

%

7
27%
8%

Interactive digital signage

0,
2X 18%
9%

Tablets at front desk

5%

12%
4% 10%
o
13%
2% 4%

Location-based tech

Tablets in guestroom

15%
n%

them as a major investment area to offer frictionless experiences
to guests. If this planned trajectory comes to fruition, hotels will
be closer to meeting consumer demands as reported in HT’s 2017
Customer Engagement Technology Study. The research shows
that the majority of hotel guests want mobile check-in (55%)/
check-out (57%), but the technology was offered by fewer than
one out of three hotels.

Rounding out the top five investment areas for empower-
ing digital guests, hotels will focus on driving direct reservations
(55%), offering seamless reservations (47%), and guest lifecycle
analytics (32%). Examining areas of differentiation between
companies that identify as technology leaders and laggards,
we see that innovators place higher priority on offering seamless
reservations (50%) and driving direct reservations (61%). Interest-
ingly, laggards are more likely to invest in guest lifecycle analyt-
ics (47%) than innovators (28%).

The goal of bringing bookings “back home” is not a new objec-
tive for hotels as doing so enables hotels to capture invaluable guest
data from the moment a guest considers making an online reserva-
tion via the brand website. Having that complete view of a customer
is behind the drive for hoteliers to improve on insights from guests’

Innovators’ Top 3 New Additions for
Guest-Facing Technologies

1. Tablets at the front desk 22%

2. Location-based technology 18% ﬁ fﬁ;f

3. Customer mobile app 18% =
w
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entire lifecycle. Reservations captured through online travel agents
(OTA) can rob hotels of those early analytics, which can hinder a ho-
tel’s chance of cementing a connection with a guest.

For many hotel companies however, the OTA relationship is a
vital and valuable one. With 32% of hotels looking to prioritize in-
vestments in guest lifecycle analytics, an important component
will be to evaluate OTA partnerships and look for ways to regain
and retain access to guest data that makes sense for both parties.

Charting Adoption of Guest & Property Systems

Investigating activity in guest-facing technology, hoteliers were
asked to identify systems that they planned to add, upgrade or
switch suppliers. More than half (53%) of hoteliers plan to make
some change with smart TVs and/or technologies that enable
guests to stream content, placing the technology as the top
guest-facing priority. As more guests arrive on property with their
own devices and content, demands to stream and cast that con-
tent will increase. This will require robust bandwidth to the room
and across property. Hoteliers appear to be preparing for that
with 38% planning to upgrade guest WiFi; overall, 46% are plan-
ning on making some change to guest WiFi.

About one out of four hotels plan to upgrade CRM/loyalty
systems and 15% plan to add for the first time or change suppli-
ers. In previous chapters we noted the disconnect between intent
and action with CRM. It’s an area that fewer budget dollars get
allocated to, but it’s named a top priority. Hotels must align bud-
gets, strategy and investment in order to see this area have the
desired impact and resonate with guests.

Getting the most attention as new technology rollouts for ho-
tels are tablets at the front desk (15% will add this technology for
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2018), tablets in the guestroom and customer mobile apps (both
with 13% of hoteliers planning to add for the first time).

Several major property systems are ripe for upgrades in 2018,
with point of sale and property management topping the list.
About one out of three hotels (36%) plan to upgrade PMS and
another 9% will change suppliers. Half of hoteliers have changes
planned for the POS, with 30% upgrading, 15% switching vendors
and 5% adding the technology for the first time.

Areas gaining traction in hotel investments include a focus on
predictive analytics and Internet of Things platforms. One out of
three hotels (33%) will be making changes to systems to provide
predictive analytics. In 2017, only about a quarter of hotels (26%)
placed focus here. Also seeing strong growth with 18% of hotels
planning upgrades or changes, loT doubled from the 2017 study
when 9% of hotels were planning rollouts and upgrades.

Mobile payments remain the top technology to see the most
activity in new rollouts with 12% of hotels looking at enabling the
technology. The next top first-time addition is employee mobile
apps with 9%. This is also a top focus area for innovative com-
panies: 45% of technology leaders plan to add, make changes or
upgrade employee mobile apps.

Prioritizing Data & Payment Security
Hotels revealed that enhancing payment and data security is a
top strategic technology goal for 28% in 2018. According to Veri-
zon’s 2017 Data Breach Incident Report, 15% of breaches involve
retail and accommodation, second only to financial organizations.
According to the report, “Accommodation was the top indus-
try for Point of Sale Intrusions in this year’s data, with 87% of
breaches within that pattern. Most of them are opportunistic and
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financially motivated and involve primarily malware and hack-
ing threat actions. Time-to-compromise is quick but time-to-dis-
covery and containment remains in the months category. Fraud
detection is increasing compared to previous years.”

With half of hotels planning upgrades to POS systems and
hospitality breaches regular fodder for news cycles, hotels must
take every possible precaution to secure guests’ data. When
asked to identify what they are doing to secure payment data,
hotels responses are only slightly less troubling than last year.

More hotels have breach protection in place than reported in
last year’s study, 32% compared to 26%, however that means
that only 1 out of 3 hotels have breach protection in place and
less than half (42%) of hotels have implemented EMV.

Innovators are less proactive than their laggard counterparts
when it comes to security — only 26% have breach protection. In
contrast, 40% of technology laggards say they have breach pro-
tection in place. Additionally, laggards outpace technology inno-
vators in the use of tokenization and self-assessing for PCl compli-
ance (67% of laggards compared to 44% of innovators).

Hotels of the Future: In the Cloud & Driven by Al

The burden of maintaining systems is the second top-most chal-
lenge hoteliers say they face. One solution to alleviate this is
moving property-based systems to the cloud. Having hoteliers

identify which technologies they currently — or plan to — run in
the cloud paints a picture of an industry’s sentiments on migrat-
ing above property. Findings reveal that with the exception of
the POS and enterprise software, the majority of systems will
be above property by 2019.

Companies that consider themselves innovators, however,
claim that all systems will wholly be in the cloud by 2019. Lag-
gards are less proactive, with only 33% planning to have PMS
in the cloud by 2019 and only 20% looking to move the POS
above property.

When asked to identify which emerging technologies had
the greatest potential to effect change in the industry, hoteliers’
selections fell into three distinct tiers. The top tier distinction
goes to artificial intelligence (Al)/voice-enabled devices with
70% of hotels seeing probably benefits and use cases. The pro-
liferation of Al ties back to the hyper focus hotels are placing on
getting customer lifecycle data. Every stage of a guest’s stay
offers datapoints that can be analyzed by Al. In addition, the
use of chatbots and other voice-enabled devices in guest rooms,
have already seen successful implementations — such as Hilton
Hotels’ implementation of IBM’s Watson to power “Connie,” a
digital concierge. Further making the case for Al, Gartner says
by 2021, early adopter brands that redesign websites to support
voice search will increase digital commerce revenue by 30%. HT
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HTNG

checks in

By Emily Wilson, Marketing Communications Specialist, HTNG

Honoring Innovation in
Emerging Technologies

HTNG’s TechOvation Award identifies impactful innovation that will affect change in the industry

In today’s world, innovation is all around us. Voice
controls, loT and artificial intelligence (Al) are just a
few concepts that come to mind that are changing
technology across many industries.

Easing convenience, these new trends are al-
lowing robots to deliver a guest’s room service and
voice controls to answer questions which before
would need to go through the front desk. These are
just a couple examples of innovation that are gain-
ing traction in hospitality.

As these emerging technologies come into our
personal lives and homes, they start to become
a norm for us and quickly become expected ev-
erywhere we go. With hospitality in particular, the
guest experience is a critical factor to a company’s
success. A guest’s anticipation of new technologies
places a high demand on companies to be able to
adapt to the changes going on around them.

In order to adjust to these new concepts, solution
providers constantly look to enhance their technol-
ogy whether it be to gain efficiency, effectiveness,
better connectivity or less error. The surrounding
desire for companies to stay ahead of the curve in
order to excel helps drive the industry forward.

With diverse technologies evolving, it is impor-
tant to look past the hype and identify which de-
velopments are most desired in the industry - and
which actually work. HTNG’s TechOvation Award
helps to do this by shining a light on the most in-
demand solutions in hospitality.

Created to recognize and reward technology in-
novation in the industry, the TechOvation Award
annually highlights a company looking toward the
next generation of systems and solutions. The win-
ner of this award proves their ability to shift and
adapt to embrace these new trends and revolution-
ize the industry.

Appreciating these innovative solutions, the
TechOvation Award Program provides contestants
global visibility and plentiful promotional opportu-
nities to highlight their emerging technologies. The
2018 TechOvation Award is open to participation
from anyone in the hospitality space with a new
technology product on the market, or that is coming

soon to the market.

As part of the award competition, each TechO-
vation contestant will produce a 90-second video
showcasing their product and the potential impact
it will have on the hospitality industry. These videos
will be hosted on HTNG’s YouTube channel, where
the public is able to engage and weigh in on what
innovative technologies they seek to be effective
to the industry. In 2017, the videos garnered over
66,000 views and 12,200 likes collectively from 76
countries across the globe.

All videos will be watched by an esteemed judg-
ing panel, comprised of HTNG board members and
other industry leaders. The judges will choose seven
semifinalists and the remaining three spots will be
awarded through crowd sourcing. The semifinalists
will advance to present their products live on March 14
at the 2018 HT-NEXT conference, taking place March
12-14 at the Manchester Grand Hyatt in San Diego.

With the rapid pace of technological change im-
pacting the hospitality industry, it is important to
identify innovation that guests and next-generation
workforces want and how they will affect the indus-
try. Throughout the years, TechOvation has been
a center stage for emerging trends in our industry.
For anyone looking to keep a pulse on technology
innovation in hospitality, TechOvation provides a
platform for the public to see how these solutions
can potentially impact the hospitality industry. HT

Interested in participating in the 2018 HTNG
TechOvation Award? Don’t miss your shot to win!
Keep in mind these important dates:
- January 9 - Application fee and 90-second
video submission due
- January 22 - Voting on the YouTube
videos begin
« February 2 - Voting closes
« February 5 - Semifinalists are announced
- March 14 - Semifinalists present live at
HT-NEXT and the winner is announced
For more information, visit HTNG’s Tech
Ovation Webpage or contact HTNG at
TechOvation(@htng.org.
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ABOUT THE STUDY

A Diverse Landscape Finds Synergy

in Challenges and Goals

Guest expectations and demands for personalization create opportunities for IT leaders to leverage tech and

data to create memorable experiences

The 2018 Lodging Technology Study paints a picture of a di-
verse hospitality landscape in market segment and size that
finds alignment in a hyper focus on digital and data. The
data contained in this report offers balanced representation
of distribution among the various segments. By profiling the
plans and strategies of technology leaders and their lag-
ging counterparts, benchmarks show how these companies
do things differently and what can be learned from them.
Innovators and laggards alike plan to increase technology
spending and they also agree that driving digital engage-
ment and improving analytics will top priorities in 2018.

Innovators set themselves apart in several key ways. Pro-
gressive companies are more likely to have chief experience
and insights officers in place within two years, indicating that
they are prioritizing and investing in putting leadership be-
hind these strategic areas of focus. Not all companies can be
leaders, but as the evolution of digital continues at a rapid
pace, companies that aren’t looking for opportunities to be
first, might not have the opportunity to even play catchup.

Findings are based on a survey of subscribers to HT mag-
azine, distributed via email in Q4 of 2017. This year’s online
questionnaire yielded 171 responses over a six-week period.
Respondents stated that their respective companies own or
manage a total of 64,409 global properties. STR Global es-
timates that there are 187,000 properties in the world (STR
Global, 2012). Collectively, the respondents’ decisions di-
rectly impact 14,700 hotel units. According to STR Global’s
2015 Hotel Census and AHLA 2015 Lodging Industry Trends
report, there are 53,000 properties in North America. Over
one third of the respondents (375) had decision-making re-
sponsibilities at the property level while 63% indicated be-
ing a decision-maker at the C-level. About 30% of the rooms
in the U.S. are categorized as independent and 34% of the
respondents to the study reported representing an indepen-
dent property. HT
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BY THE NUMBERS

64,409 PROPERTIES

PRIMARY BUSINESS SEGMENTS
Luxury/Upscale 57%

Midscale 38%

Economy 5%

DISTRIBUTION OF HOTELS BY SEGMENT

Luxury 36%
Upscale 46%
Midscale 57%
Economy 25%
9% of innovators fall into the
% 4 5 9 luxury/upscale business
= segment.
COMPANY TYPES

. O
Corporate/Brand Entity 35% 31% 50%
Independent 34% 40% 21%
Management company 27% 24% 29%

1 / 2 of laggards come from corporate structures.

4_ O % of innovators identify as independent
companies.

RESPONSIBILITY LEVEL OF RESPONDENTS

Corporate 63% 74% 55%
Property 37% 26% 46%

%

()

74 The majority of respondents who identified as

technological innovators overwhelmingly have
corporate-level responsibilities.

Laggands cite wesistance to in the z?u«jzaﬁm as

the second top challenge facing [T. This indicates that in
oler fo technology strategies to succeed, learlership must be in
place to get buy-in and d-ive innovation.
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INSIGHTS,
BUDGETS &
BUSINESS DRIVERS

HT Research: Deep Market Insight for
Restaurants and Hotel Innovation

TECHNOLOGY IS CRITICAL TO SUCCESS
across all areas of operations, from business
intelligence, to employee efficiency, to customer
engagement. Hotel and restaurant executives
turn to HT for deep market knowledge, available
through a portfolio of industry research reports
that are published annually.

Research findings cover everything from technology
budgets to top investment properties and
emerging trends.

Visit HT's research library at www.hospitalitytech.com/
reports for insight that will help your organization
make more informed technology buying decisions.

HT RESEARCH HIGHLIGHTS:
* Restaurants’ tech budgets: 2.6% of revenue

* Hotels’ tech budgets: 4% of revenue

* Ease of online reservations influences booking
and dining decisions: 80% of potential hotel
guests select hotels based on the ease of the
online reservation process; 64% of diners pick
restaurants if they can make a reservation from
a mobile device.

* Top challenges facing hotel and restaurant IT
departments: lack of sufficient IT budget and
difficulty to measure ROI.

* PLUS, find out the top 10 hottest technologies
in both hotels and restaurants

2018 LODGING
TECHNOLOGY STUDY
Technology spending and allocations
reset as hoteliers put laser focus on
streamlining service and operations
with data-based initiatives.
(Published each December)

2018 RESTAURANT

TECHNOLOGY STUDY

With restaurant tech budgets remaining
steady, annual study reveals that companies
are placing hyper-focus on appealing to
digital natives to remain competitive.
(Published each March)

Targeting
Experience

2018 CUSTOMER ENGAGEMENT
TECHNOLOGY STUDY

Research tracks CXM spending and
strategies of hotels and restaurants, while
tapping into consumer research to perform
gap analysis of customer preferences.
(Published each August)
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