
Pricing by Segment 

and Business Mix 

Strategy



What We Will Cover Today…

• Understand how segmenting impacts your pricing decisions

• Introduce demand based dynamic pricing

• How to price for

– BAR

– Corporate Contracted

– Leisure Contracted 

• Explain Business Mix Strategy

• Case Studies
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How Do You Segment a Market?

Demographic

• Age

• Sex

• Religion

• Race

• Income

• Nationality

• Occupation

Geographic

• Region

• Country size

• Density

• Climate

Psychographic

• Lifestyle 

(activities/interests)

• Personality

• Social class

Behavioral

• Occasion

• Benefits

• Usage rate

• Readiness to buy

• Attitude towards 

product

• Loyalty Status
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Behavioral Variables

• Unit/Product types

• Additional spend

• Sold Nights 

• Rate

• Frequency of purchase

• Distribution Channel

• Day of Week 

• Length of stay 

• Revenue

What are some common behavioral 

variables tracked in a hotel?

How is segmentation data 

collected by your organization?
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How Segments tie into Pricing

Segmentation

Transient

Fixed

Dynamic

Qualified

Unqualified

Group

Ad-Hoc

Series

With Meeting

Without 

Meeting

Other
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Demand Based Dynamic Pricing

Forecast Volume & Value of 

Demand

Sell excess inventory at 

the optimal price

Accommodate 

high demand at 

the optimal price

Restrict the availability of 

discounted product to periods 

of low occupancy
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Best Available Rate

+$20 - 20%- 10%

<50%

50%-70%

70%-90%

>90%

X

$120

$160

$140

$100$120

$140

$160

$180

$90 $80

$108 $96

$126 $112

$144 $128

Dynamic Pricing Structure – An Example

Flexible Fenced

DEMAND Value Add BAR($)
Small 

Discounts

Deep 

Discounts
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Pricing for BAR, Corporate and Leisure

BEST AVAILABLE RATE (BAR)

CORPORATE LEISURE
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Benefits of BAR -Impact of Rates on Demand 

A Rate that is too 
low could fill the 

hotel, but sacrifice 
revenue

A Rate that is too 
high could 

sacrifice revenue 
and encourage 
opportunities to 

go to others

BEST AVAILABLE RATE (BAR)

The goal is to operate 
with a rate that will 

produce the highest 
revenue with the 

lowest acceptable risk
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Room Type 

2

Room Type 

1

“Benchmark”  Mid-week BAR Rate

“Benchmark”  Weekend BAR Rate

Higher BAR Rates

Mid-range BAR Rates

Lower BAR Rates

Fixed premium between room types

Rate structure
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How many BAR levels do we need? 
Occupancy Impact
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How many BAR levels do we need 
– real world statistics:
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Corporate Contracted Pricing
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Different Corporate 
Contracted pricing models

• Fixed

• Dynamic

• Dual / Ceiling
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Fixed Pricing

• A fixed rate is offered to an account

• Can be seasonal or mid-week vs. weekend but is not affected 

by the daily BAR rate

FIXED
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Dynamic Pricing

• Corporate rates are tied to the Best Available Rate

• A “discount-off” BAR is offered

• Level of discount depends on the RevPAR

contribution of each account and other factors like 

displacement, strategic value and additional revenues.

DYNAMIC
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Dual Pricing

• Fixed rate with a  best-price guarantee:

– Accounts are offered a fixed rate

– If the BAR rate is lower than the fixed rate, the BAR rate will be 

offered to the client

• Dynamic rate with a guaranteed maximum or ‘ceiling’ rate:

– Corporate rate set in relation to daily BAR rate. 

– But a ceiling amount is set that it will never rise above
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Room Type 
2

Room Type 
1

“Benchmark”  Mid-week BAR Rate

“Benchmark”  Weekend BAR Rate

Highest Fixed Corporate Contracted Rates

Mid-range BAR Rates

Lower BAR Rates

Lower Corp. Contracted Rates

Derivative 

Rates (Retail, 

Corp and 

Leisure)
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Rate structure

Higher BAR Rates
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Corporate Contracted Pricing Structure
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Corporate Contracted Pricing Structure

• Other considerations

– Consortia

– Commissionable

– Room types

– Seasonality, Special Events

– Contracting terms
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Leisure Contracted Pricing Structure
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Room Type 

2

Room Type 

1

“Benchmark”  Mid-week BAR Rate

“Benchmark”  Weekend BAR Rate

Highest Fixed Corporate Contracted Rates

Highest Fixed Leisure Contracted Rates

Higher BAR Rates

Mid-range BAR Rates

Lower BAR Rates

Lower Corp. Contracted Rates

Lower Leisure Contracted Rates

Derivative 

Rates (Retail, 

Corp and 

Leisure)
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Fixed premium between room types

Rate Structure
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Seasonality
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Business Mix Strategy
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Economic

Conditions

What is the Right Mix for your Hotel?

• Location and hotel amenities will determine greatly what 

segments you can attract

Who are you attracting? 

Who are you scaring away? 

Full year 

displacement

Which 

segments do 

you need?

Channel?

Which 

segments  

fit?

Condition of 

property

Segments 

clash?Day of Week

Economic 

conditions
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How can you Influence your Mix using Pricing?

• Segments

• Channels

• Fencing

But how clear or blurred 

are the lines of segmentation?
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Case Study I
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• Located in central business district

• 172 Apartments, range from Studio Apartment to                                                    
3 Bedroom Apartment

• Competition: new international brand coming to the 
market

• YTD July Occ 91%, ADR USD83, long                                                    

Stay contributed 75% occ with ADR USD77

Short Stay contributed 16% occ with ADR USD102

• Apartment Mix as below – 2 Bedroom                                        
Executive contributes to 30% inventory

• Challenge: How to best optimize long stay vs short 
stay mix and increase RevPAU?

A Five Star Service Apartment in emerging market

Background
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Identify the issue:

• 2015 ADR drop 

compared to 

2014, especially 

for 0EXE (Studio)

• Long stay 

overweight

Apartment Type Performance Analysis

Data Analysis
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*Currency in USD
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Results:

• Occupancy 

slightly increase 

from 90.8% to 

91.2%

• ADR increase 

3.3% and RevPAU

increase 3.7%

Optimal short stay mix for popular apartment types: Studio and 2 

Bedroom Executive

Strategy & Implementation

*Currency in USD
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Case Study II
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Case Study – Adjust Bar by DOW

Page 33

Through Revenue Performance & 
Opportunity Analysis, we found 
that both Hotel A and Hotel B 
have lower occupancy on 
Mondays, therefore we decide to 
adjust Monday Bar rate

Hotel A

Hotel B
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Case Study – Adjust Bar by DOW (Con’t)

Page 34

Hotel A

Month of Nov 15

Hotel B

Month of Nov 15
Additonal Monday Revenue from BAR Segment 8,942$                       

Additonal Revenue from BAR Segment 21,549$                    

Monday BAR Revenue growth compared to LY 2.0%

BAR Revenue growth compared to LT 0.6%

Additional Monday Revenue from BAR Segment 2,944$                     

Additional Revenue from BAR Segment 7,797$                     

Monday BAR Revenue growth compared to LY 2.4%

BAR Revenue growth compared to LY 0.7%

Conclusion: Successful pricing strategy based on day-of-week demand patterns. 

Overall transient revenue has increased compared to same time last year.
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Process

Technology

People

Optimal 
Performance

Achieving Optimal Revenue Performance
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www.ideas.com

Thank You!

Tracy Dong

Lead Advisor, IDeaS Revenue Solutions

tracy.dong@ideas.com


