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By Sarah Burnett, Butler Group analyst

SAS has acquired IDea$S, a provider of advanced revenue
management software for the hospitality industry. IDeaS' products
are designed to optimize prices to stimulate demand and maximize
take-up of products and services.

Although the current sluggish economic climate has started to bite
into demand for services in the hospitality sector, it actually presents
opportunities for revenue optimization management as hotels and
hospitality companies compete more aggressively for a share of the
diminishing market.

The travel and hospitality sector is easily affected by economic
uncertainty. For example, this summer many hotels have already
dropped their prices as the downturn starts to affect them.

The sector is also facing challenges from the green lobby over the
adverse effects of air travel on the environment and growing demand
for sustainable development.

Faced with such challenges it has to look to tools and solutions that
enable it to optimize revenue and make the most of its resources.
Revenue optimization tools, such as those offered by IDea$S, enable
hotel, travel, and hospitality businesses to keep abreast of changing
conditions and adjust their prices accordingly.

These types of products also allow users to gain insight into custometr
behavior, and anticipate and react in a timely manner. This would
enable a hotel chain, for example, to optimize room rates or provide
special offers to improve occupancy levels, or an airline to manage
the number of full-price versus discounted tickets, to increase
passenger numbers and profitability per flight.

Revenue optimization tools have a lot in common with business
intelligence. They provide modeling and forecasting capabilities as
well as reporting functionality. The convergence of the two can
therefore simply take the applications of Bl further. The principles of
revenue optimization can apply to other areas such as e-commerce,
retail, and supply chain management.

The acquisition of IDeaS extends SAS's vertical product range which
helps it differentiate itself more from its competitors. The competitive
landscape became a lot tougher last year with Oracle, SAP, and IBM
all acquiring major Bl vendors, and Microsoft releasing its own
performance-management solution. Therefore, the bigger the
differentiation, the better it is for SAS.

There is some overlap in product functionality: SAS has a price
optimization package for the retail sector and also its own hospitality
product. The latter is based on SAS Customer Intelligence, but that
package offers a broader performance-management type
functionality rather than purely revenue optimization management.

Furthermore, IDea$S offers real-time capabilities and hosted services
that are growing in popularity. IDeasS is a small, niche vendor and as
such fits the profile of companies that SAS buys.
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This acquisition, coming soon after that of Teragram back in March
2008, signals a change of approach by SAS to product development,
from internal development to acquisition.

Although this is a good idea for vertical solutions that require a lot of
expertise, it does create product integration issues, something that
the BI giant has to address as it gains a patchwork quilt of non-
integrated, acquired solutions.
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