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FEATURE ARTICLE

Opportunities Abound For Hotels

Seeking Broadband Solutions: Guests

Have Never Had So Many Choices
By Richard A. Diamond ■ InformaTouch, LLC

Since the early 1970’s when my fa-
ther (Robert B. Diamond) and
two partners launched one of the

first in-room entertainment companies,
Inn Room Movies, Inc., the race has
been on to offer the guest the most sat-
isfying experience.  Hotel owners con-
tinue to try to figure out what their
guests want when it comes to in-room
entertainment systems and with the re-
cent broadband Internet explosion,
more options have presented them-
selves. 

In North America, the market for in-
room entertainment currently sits at
over a billion dollars and is expected to
grow to $2 billion by 2005.  This rev-
enue growth is being fueled by the new
products and services associated with
the deployment of digital technology
platforms which have high speed Inter-

net access (HSIA) at their foundation.
Two public companies continue to
dominate the hospitality landscape:
LodgeNet Entertainment Corp. and
On Command Corp.  Together they
control 75% of the total installed base
of two million rooms.  With a total of
4.2 million rooms in the US and a hotel

building recovery in process, the under-
served properties present a unique op-
portunity for smaller competitors with
unique service offerings.

Many companies with new products

enter the market each year promising
greater guest satisfaction, additional rev-
enue streams and marketing advantages
over the competition.  The latest service
additions include all kinds of digital
content, CD quality music, video
games, room to room chat, e-commerce
shopping, advertising, guest surveying,

and in room PC workstations.
Vendors have created different busi-

ness models for providing these services.
Entertainment technology has become
an expected amenity in most hotels and
property managers are turning these
systems into profitable ventures by lis-
tening to what their guests want and
communicating that to the service
providers.  However, profits have been
elusive in the past so new strategies have
evolved.  Most importantly, hotels are
committed to investing in the upgrade
of their properties and are contributing
more to these systems than in the past.

High Speed Internet Access
At the HITEC tradeshow in New

Orleans this year, over 30 companies
were offering high speed internet access
(HSIA).  Now that the demand is real-
ly here, service providers are coming out
of the woodwork to capture their fair
share of the market.  There are two large
companies that dominate this market,
Wayport and STSN; however, there is

"In North America, the market for in-room enter-
tainment currently sits at over a billion dollars
and is expected to grow to $2 billion by 2005."
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a lot of room for competition since the
rush is on to install HSIA throughout
the hospitality marketplace at all levels
from the Four Seasons to the Holiday
Inn Express properties.  And hotels are
making sure that they are ready to offer
this service to guests in a wired and
many times, a wireless configuration.
Wireless access for laptops and PDAs
typically run off the WIFI 802.11a or
802.11b frequency bands.

It is still acceptable to charge for use
of the HSIA (on average $9.99 for 24
hours) but properties are beginning to
provide access as a standard guest
amenity.  The Internet connection is
not only for the business travelers any
more but also for the leisure travelers
who want to check their e-mail or surf
the net.

HSIA is typically implemented in
one of two forms: plug-and-play, in
which a guest uses his or her laptop
computer, and Web TV, an Internet

portal where the TV doubles as a com-
puter monitor and guests are able to use
a wireless, infrared keyboard.  LodgeNet
and On Command both offer the Web

TV type service integrated with their
pay per view services.  

And the latest derivation as offered
by the New York Peninsula, is wireless
access to all guestrooms, making it the
only luxury hotel in Manhattan to offer
a wireless option from guestrooms.  The
hotel of the future will offer this type of
completely wireless access throughout
the property—in the guest rooms,
lobby and restaurants.  Many vendors
give the hotel complete control in how
they position HSIA to the guest.  

Some companies are providing Internet
access via in-room pc workstations,
thereby replicating the work or home
office environment, allowing business

travelers to leave home without their
laptops.  Giving the guest an in-room
business center with the ability to print
documents is becoming a big differen-
tiator for hotels that cater to the busi-
nessperson.

Digital Video on Demand
Digital systems provide guests with

pay per view movies, which have true
on-demand functions as they can be
played, paused and saved for a later
time.  Since the movie is coming off of

"Top performing pay-per-view operators generate
$20 - 25 per month per room from movies

and games."
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a server’s hard drive, there is no degra-
dation on the playback and the movies
are controlled as if the guest was using
a DVD like they are used to in their
home.  Vastly different from the usual

pay-per-view option, many hotel oper-
ators are seeing much higher results
from movies-on-demand due to the
convenience factor of guests being able
to choose when they want to watch.

Digital satellite delivery also enables
hotels to offer broader programming
choices. In addition, travelers can now
watch whatever they want, whenever
they want. With a tape-based system,
hotels had a limited number of films: If
all the tapes were being viewed, that se-
lection was simply not available at that
time.  A major system benefit is that the
company can deliver new film titles to
hotels as soon as they are released rather
than send out tapes at scheduled times.

Top performing pay-per-view opera-
tors generate $20 - 25 per month per
room from movies and games.  Internet
access fees, e-commerce and advertising
revenues are becoming important new
sources of revenues from guest rooms
as well.

Advertising and E-commerce
With HSIA and systems to bring the

Internet to the guest room, operators

and hotels are looking to advertising
and e-commerce applications to in-
crease room revenues.  We are already
seeing, in addition to HSIA fees, e-com-
merce commissions from hotel guests
purchasing goods and services through
their in-room Internet portal and click-
through income from advertisers.  For
many of the smaller properties that do
not have on site restaurants or business
centers, the need to effectively commu-
nicate the local business offerings is
even more important for guest satisfac-
tion.  Local advertisers also want to pre-
sent their offerings to this lucrative mar-
ket.  With click reports being delivered
to show actual guest activity, this type
of marketing is becoming a significant

force in a business’ customer acquisition
strategy.  The system therefore becomes
a one-stop directory for things to do,
restaurants, services and products of in-
terest to the hotel guest.

The need to communicate with
guests is greater now than ever before.
Hotels are using this in-room portal to
inform guests about their loyalty pro-
grams, special offers, property ameni-
ties, and openings of other properties.
However, in addition to marketing op-
portunities, many hotels plan to use
these systems for customer feedback as
well. For example, a customer may
check out via the system and submit
feedback through a brief guest survey. 

CD quality Music
Guests don’t often take their music

libraries on the road, but hotels are now
realizing the importance of offering
plenty of high-quality musical selec-
tions to travelers. Besides a wide range
of CDs available through LodgeNet
and On Command, other companies
offer alternative delivery methods in-
cluding Internet radio.

DMX MUSIC already supplies many
hotel public areas with more than 400
styles of nonstop music via digital cable
and satellite. But some hotels have real-
ized the importance of extending this
into guestrooms as well. 

Conclusion
There are synergies between video

on demand and HSIA because both
can share a circuit and marketing
costs, as well as labor synergies in in-
stalling and supporting both systems.
By integrating the two and adding one
or more of the other offerings, it be-
comes more attractive for the hotel
and most importantly the guest.

The future will be very dynamic
and competitive as the market and in-
dustry expands.  This type of dramat-
ic growth will surely create opportu-
nities for new players and the market
leaders.  Hotels and guests stand to
benefit from this type of market
growth.  The digital infrastructure will
pave the road for these and other new
and innovative services.  In future
columns, I will strive to elaborate on
each of the key service areas, dis-
cussing metrics, competitors and busi-
ness models for their deployment. ■
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"Hotels are using this in-room portal to inform guests
about their loyalty programs, special offers, property
amenities, and openings of other properties."


