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tǊƛŎƛƴƎ ƛƴ ǘƻŘŀȅΩǎ ǿƻǊƭŘ



The industry today

BARby day, BAR by Lengthof Stay, Blended BAR, Web BAR, Competitive 

BAR, Pricing structure, continuous pricing, price optimization, 
sentiment pricing, derivate pricing, channel pricing, 

contextual pricing, decoy pricing, pricing by room type, 

rateproduct pricing, segment pricing, rate code pricing, 

pricing psychology, neutral pricing, anchorpricing, bundling, 

versioning, pricing followers, lead in pricing, derivativepricing, 

add on pricing



Baseline



Funny thing about value

$0.50 Multi pack

$1.49 Supermarket

$1.99 Convenience Store

$2.50 Vending Machine

$3.75 Cafe

$4.50 Restaurant

$4.95 Mini Bar



Price is only an issue in the absence of valueΧ
...but value is relative!



Price is only an issue in the absence of valueΧ
...but value is relative!



HOW MUCH DO I CHARGE

WHAT AM I CHARGING FOR



Product differentiation



Distinctive



Influencers on pricing



Value perceptions



¢ƘŜ ōǳōōƭŜ ƳŜŀƴǎ ƳƻƴŜȅΧ

Source: Cornell University ïThe Impact of Social Media on Lodging Performance 

Χ ƛŦ ŀ ƘƻǘŜƭ ƛƴŎǊŜŀǎŜǎ ƛǘǎ ǊŜǾƛŜǿ ǎŎƻǊŜǎ ōȅ м Ǉƻƛƴǘ ƻƴ ŀ р-point scale (e.g., from 3.3 to 4.3), the hotel can increase its price 
by 11.2 percentand still maintain the same occupancy or market share

Χ ǘƘŜ wŜǾƛŜǿ {ŎƻǊŜ ƻŘŘǎ Ǌŀǘƛƻ ƳŜŀƴǎ ǘƘŀǘ ƛƴŎǊŜŀǎƛƴƎ ƻƴŜ Ǉƻƛƴǘ increases the odds of being selected by 14.2 
percent



Influencers on pricing

MARKET DYNAMCIS AND PRICING



Market vs. Competition vs. Hotel demand



Variance in Lead 
time

Pace data

Chinese New Year Hari Raya Puasa



Influencers on pricing

STRUCTURES



Level 1

Level 2

Level 3

Level 3a

Level 5

Level abc

Fluid levelsOne level

Pricing structure



ÅRoom classes

ÅBed configuration

ÅValue attribution

ÅPhysical design

ÅBusiness rules
ÅHow much to add / subtract?

ÅMonetization rules
ÅFor what can I charge?

Room type structure



Rate product structure

ωRoom plus a 3rd Party Add on / Value add

ωE.g.: Room plus transport tickets plus attraction tickets

Package Rate

ωPay on Arrive / Departure

ωE.g.: Flexible Cancellation rate

Flexible Rate

ωRoom with fences

ωE.g.: Rates with all add-ons prepaid

Advance Purchase

ωRoom promotional

ωE.g.: Room plus selected add on / ALL In minus Wifi

Promotional Rate



CHOICE

ωRoom plus a 3rd Party Add on / Value add

ωE.g.: Room plus transport tickets plus attraction tickets

Package Rate

ωPay on Arrive / Departure

ωE.g.: Flexible Cancellation rate

Flexible Rate

ωRoom with fences

ωE.g.: Rates with all add-ons prepaid

Advance Purchase

ωRoom promotional

ωE.g.: Room plus selected add on / ALL In minus Wifi

Promotional Rate

Bringing it together ςwhy we do it



Paradox of choice



Pricing strategies



[ƛǘǘƭŜ ōƛǘ ƻŦ ƳŀǘƘΧ

8 x 7 x 6 x 5
x 4 x 3 x 2 x 1



1000? 2000?



1 x 2 x 3 x 4
x 5 x 6 x 7 x 8 



550



Anchoring

Anchoring is a cognitive bias that 
describes the common human tendency 
to rely too heavily on the first piece of 

information offered (the "anchor") 
when making decisions.



Decoy & Anchor pricing

In 2013, Apple responded by launching 2 new models of the iPhone. 
The iPhone 5c, which started at £469 and the iPhone 5s which 
started at £549 in the UK

The iPhone 5c was immediately criticised by the press. "The C in 5C 
ŘƻŜǎ ƴƻǘ ƳŜŀƴ άŎƘŜŀǇέ ŀǎ L ƘŀŘ ƘƻǇŜŘΦ Lǘ ƳŜŀƴǎ ŎƭǳŜƭŜǎǎΣ ŀǎ ƛƴ 
clueless about how the vast majority of new smartphone users are 
paying for their phones."

However, Apple was actually very successful in designing its price 
architecture. Whilst some people still bought the 5c model, the 
majority of peoplejumped at the most expensive 5s model.

The iPhone 5c was priced above equivalent phones by other 
manufacturers, but actually was designed to make the iPhone 5s 
appear the rational choice and seem better value for money



Descending Order Effect
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$           3 

People chose more expensive beer ςon average $0.24 more 



Differential pricing

Differential pricing is the strategy of selling the same 
product to different customers at different prices.


