
Pay Anybody But The
Hotelier. 

Julie, the international traveler, has
arrived at the Road Warrior Hotel and 
has checked into her hotel room. She is 
hoping to get some work done before
meeting with potential clients this
evening. Like most travelers, she has
begun the process of considering how to
make a phone call without giving any
money to the hotel. She cringes at the
thought of paying the hotel’s telephone
charges for in-room long distance calls.
Julie, along with most business travelers,
can’t even tell you what that hotel charge
will be. She just knows that it will be
way too much. 

Guests Will Even Walk
Before They Pay.

Julie finally decides that her best bet
would be to purchase a calling card that
she saw for sale in the hotel lobby. From
prior use, Julie knows that international
calling card rates are predictable and
straight-forward. Julie makes a mental
note that in the future she should 
purchase a prepay card at the grocery
store because they are cheaper there than
the one sold in the hotel lobby.

Julie will walk before she pays. She’ll
even plan some personal shopping in
advance of arriving at the hotel to avoid
the fees.
Julie’s planned use of prepaid phone
cards transfers revenue to a phone 
company and leaves you the hotelier to

pay a phone bill for her use of the phone
service. 

Contrary to conventional wisdom, the
hotel’s telecom competitor is not simply
the cell phone. An equal competitor is
the pre-paid phone card typically for 
sale in the gift shop and even the card
for sale at the convenience store up the
block. However, the real competitor to
guest room phone usage is the new and
emerging pricing plans offered by cell
phones and calling cards. Can the 
hotelier compete for Julie’s cellular 
telephone carried minutes? Yes but first
the hotel must be ready to compete on 
an equal footing by changing the pricing
plans offered to guests.  

Wait! Don’t Leave Yet.

Imagine a slightly different scenario
where Julie looks the room over.  She
notices a tent card next to her hotel room
phone that describes a ‘Virtual Phone
Card” for long distance and international
calling. The tent card describes an easy
process that will allow her to purchase a
$20.00 phone card just by dialing a few
digits on her handset, and it automatical-
ly posts to her guest folio upon checkout.
Julie picks up the phone, dials  **2387,
and indeed the charge appears on her
folio. She dials directly for the rest of
her stay and gets to work with customers
and clients. When the $20 card is used
up, the virtual card is automatically
recharged in $8 increments and those
charges will again post automatically to
her folio.  

Julie is a frequent guest at your hotel. Telephone companies and even retailers are capturing
her guest telephone revenue and leaving you to pay the telephone bill. They are doing this
through the sale of prepaid telephone calling cards. This white paper describes one way 
hoteliers can (re)capture guest telephone revenue associated with consumer calling cards. In
this white paper, Julie’s hotelier is selling self-administered pre-paid calling cards without an
outside telecommunications partner and is not sharing the guest revenue with third party
vendors. Better yet, the hotel’s prepaid card is “virtual” and requires no plastic. This paper
explores the rationale for prepaid and other bundled pricing plans for hotel guest telephone
services. It examines leading practices for how pre-paid bundled telephone plans are most
effectively (profitably) created and managed, and takes a quick look at the technology 
considerations in implementing such a program.

Hotel Self-Administered Prepay Phone Cards. 
Applying the Lessons of Consumer Telephony Revenue To Guest Telephony Revenues.

THREE QUESTIONS 
FOR EVERY HOTELIER

Q: Are Guests Aware of Prepay
Cards?

A: Yes.  Prepaid phone cards remained
the most popular prepaid card, used
[each year] by 28% of [U.S] 
consumers.
Standard Register's 2002 National Consumer
Survey of Plastic Card Usage

Q: Are Your Guests Using A Phone
Card In Your Hotel?

A: Yes.  As in last year's survey,
people most commonly used a 
prepaid phone card when traveling … 
[travelers] comprise 51% of  all 
prepaid phone card users.
Standard Register's 2002 National Consumer
Survey of Plastic Card Usage 

Q: Is Significant Revenue Being
Captured From Your In Room
Guests?

A: Yes.  An analysis of SDD 
customers shows on average, 51% of
all 800 calling can be attributed to
calling cards. This represents 
significant revenue per month being
captured by prepay card companies.
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Julie, World Traveler

 



The Emergence of Prepay
Telephone In Hospitality

Why did Julie buy the prepay card? More
generally, what are the guest motivations
for purchasing pre-paid telephone from
the guest room?

Guest Motivation #1: Easier Than
The Gift Shop

Julie took this offer in part because of the
convenience it offered — she did not have
to leave her room.  

Guest Motivation #2: Easy to
Understand.

Julie purchased the Virtual Phone Card
for another reason. She understood it. The
virtual phone card provided phone service
in a way she could understand and 
evaluate. Better yet she could actually
predict the cost of her phone usage. It’s
called transparency. Julie could “see
through” the plan and evaluate it 
concretely. Hotels encounter guests like
Julie everyday – guests that are deathly
afraid of the hotel room phone due to 
the unknowns. (See also the white paper:
“Don’t Touch That Phone” at
www.sddsystems.com) The guest 
perception of price gouging limits phone
use and as such hotel telecom revenues
have suffered. Prepay plans put the hotel
on an equal footing with cell phones and
calling cards; both of which the guest
understands and have already accepted.
Both of which are based on pre-pay concepts. 

Motivation #3: Easy to Use 

Use of a prepay card purchased outside a
hotel is difficult. The card-carrying guest
dials a toll free number, then dials in a
10-digit code and finally the number they
are calling.  Having purchased the virtual
phone card from the hotel, Julie simply
dialed directly to her destination. 

Julie, when confronted with the Road
Warrior Hotel’s virtual prepay card, found
a solution that was more convenient,
simple to use, and as easy to understand
as a traditional phone card.  

New Technology? No.
New Strategy.

The Road Warrior Hotel obviously has a
new piece of technology to support pre-
pay pricing and has embarked on a new
guest telecommunications strategy. 

Or have they? The Hotel has actually
implemented a premise-based guest 
communications accounting system capa-
ble of managing pre-paid telephone plans.
More fundamentally, the hotel decided to
repackage at least part of its telephone
services (in this case long distance and
international dialing) around a pre-pay
bundle. Why?

At minimum this hotelier has understood
that the telephone is no longer a captive
market — guests can choose their
telecommunications provider even while
in the guest room. Cell phones, calling
cards and voice over Internet calling have
redefined the business model for tele-
phones.  

Hotelier Motivation #1: New
Revenue. 

In a world of declining hotel telecom 
revenues, the Road Warrior is capturing
new (or at least long ago lost) telecommu-
nications revenue.  Is this Odd? Calling
cards have over time placed an entire
block of guest calling activity out of the
hotelier’s reach. Consumer prepay calling
cards are exploding. Such cards represent
a cost to the hotelier from which there is
no revenue or profit. Specifically, the
hotelier must carry that telephone 
traffic on its network for the benefit of the
prepay cardholder and their provider. The

“ … prepaid phone cards
transfer revenue to a
phone company and leave
you the hotelier with a
phone bill”

Road Warrior Hotel’s self-administered
prepay card captures revenue traditionally
owned by the carriers outside the hotel!

Hotelier Motivation #2: Margin
Control. 

Self-administered pre-paid cards represent
a profit margin of which the hotel retains
complete control. The pre-paid cards sold
in the gift shop, the convenience store,
and/or provided by vendor partners repre-
sent a sharing of profit that exists only
because of limited alternatives. Hoteliers
have lacked a billing and accounting
mechanism to be the sole revenue holder.
Hoteliers clearly have the phone 
infrastructure and telecommunications
capacity for guest telephone service.
Communications accounting systems are,
once again, the strategic revenue-creating
component of a telecommunications 
infrastructure.  Such systems provide the
ability to compete with direct consumer
telephone pricing models while directly
controlling price and margin.  

Hotelier Motivation #3 : Pre-
established Consumer Acceptance. 

Consumers have already decided— they
buy bulk minutes from one-price plans.
They already believe and continue to buy
into the bundling and pricing practices set
by cell phone providers and calling card
plans. Hoteliers simply need to leverage
practices already established within the
market.  Hoteliers attached to the ‘AT&T
Operator Assisted” cost plus pricing are
competing with a pricing plan that is
increasingly discarded by consumers. Not
paying attention to market trends is one of
the cardinal sins from your introductory
college marketing class. Our Road
Warrior Hotel has not broken new ground
with their prepay pricing — they have
simply followed what the market dictates.  

Hotelier Motivation #4: Control of
Costs and Profits

Guest behavior has long controlled the
hotelier’s telecommunications profits.  
A guest decision to “dial around” using
corporate or prepay calling cards has left
hoteliers in a passive position regarding
telephone revenues (and cost manage-
ment). Hoteliers are often paying for the
guest’s carried minute but there is no
associated revenue. 

Page 2                                                                                                                                            www.sddsystems.com    © copyright 2005 Systems Design & Development Inc. All rights reserved.






