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Rethinking Hotel Revenue Management for the Flexible Traveller  

 

The hotel industry in the United States in 2024 is a highly competitive and fragmented market, 

characterized by high fixed costs and perishable inventory (unsold rooms for a night are lost 

revenue forever). 

Pricing and Rate Plans (The "Room Bucket"): 

Over 80% of revenue for major hotel chains comes from advanced bookings made through 

various structured rate plans. These plans are the industry's equivalent of "buckets of minutes." 

Customers typically book a room at a fixed nightly rate. However, this base rate is often just 

the starting point. If a guest wants to change or cancel their booking, they can be penalized 

with high fees unless they booked a more expensive, flexible rate. If they fail to show up, they 

are often charged for the entire first night. Conversely, if they book a non-refundable "saver" 

rate to get a lower price, they lose all flexibility. 

These advanced bookings provide hotels with predictable occupancy and cash flow. Yet, even 

with these commitments, hotels struggle with "no-show" rates and last-minute cancellations 

that can leave rooms empty. 

Distribution: 

Most hotels sell their rooms through a complex web of channels: 

 Their own brand websites and call centres. 

 Online Travel Agencies (OTAs) like Expedia and Booking.com 

 Global Distribution Systems (GDS) used by traditional travel agents. 

 Corporate booking tools. 

This multi-channel distribution is expensive. OTAs typically charge commissions of 15-25% 

per booking, drastically reducing hotel profitability. Hotels therefore invest heavily in 

marketing to drive "direct bookings" through their own channels, offering perks like member 
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discounts or free Wi-Fi to incentivize customers to bypass the OTAs. The complexity of 

managing inventory and consistent pricing across all these channels is a significant operational 

challenge. 

Charges and Consumer Confusion: 

The advertised "Daily Rate" is rarely the final price paid. Hotels typically add a plethora of 

additional fees on top of the base room rate: 

 Resort Fees: Mandatory daily charges for amenities like the pool or gym, whether used 

or not. 

 Parking Fees: High nightly charges for vehicle parking. 

 Wi-Fi Fees: Often charged for "premium" internet access, while basic Wi-Fi is slow or 

unreliable. 

 Early Check-in / Late Check-out Fees. 

This practice leads to significant "bill shock" at checkout. A room advertised at $199 per night 

can easily become a $280 per night charge after taxes and fees. Market research indicates that 

this lack of price transparency is a primary source of customer resentment and erodes brand 

trust. 

The "Flexible Traveller" Segment: 

Among leisure travellers aged 20-35, however, there is a significant segment that feels 

underserved by traditional hotel pricing and booking models. The distribution of hotel guests 

across different age groups shows a lower penetration for this cohort, who often prefer short-

term rentals or alternative accommodations. 

The big hotel chains have been slow to target this segment effectively. One reason is that these 

"Flexible Travelers" are highly price-sensitive and averse to the rigid, fee-laden structure of 

traditional hotel stays. They often have unpredictable schedules, making them prone to 

changing plans and incurring cancellation penalties. 
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Furthermore, with the customer acquisition cost (including marketing and OTA commissions) 

often exceeding $100 per booking, many hoteliers are wary of attracting guests who book last-

minute at deeply discounted rates or who might not generate ancillary revenue from minibars 

or paid services. 

The travel patterns of this group are different from the typical business traveller or family 

vacationer. 

 Spontaneity: They are more likely to book last-minute trips. 

 Experience-Driven: They value unique local experiences over standardized hotel 

amenities. 

 Digital Natives: They are adept at using multiple apps and websites to compare prices 

and read reviews. They distrust "hidden fees" and expect total price transparency. 

 Value Perception: They see high resort fees and parking charges as a poor value 

proposition, especially when compared to the all-inclusive pricing of alternative 

accommodations. 

Market research reveals that these travellers feel "locked in" by traditional hotel policies and 

are actively seeking more flexible, transparent, and modern accommodation options that align 

with their lifestyle. 
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Exhibit 1: Hotel Industry Rate Plans – Theoretical vs. Reality 

Theoretical Model: Optimal Plan Selection Market Reality: Actual Cost Incurred 

 

 

Theoretical Model demonstrates that 

customers who can accurately predict their 

travel plans can secure the best value by 

committing early to non-refundable rates. 

Market Reality shows that unpredictable 

changes lead to high costs from cancellation 

fees, last-minute bookings, and added 

mandatory fees, driving up the actual price 

paid. 

Exhibit 2: Hotel Penetration by Traveller Segment (2024) 

Title: Hotel vs. Alternative Accommodation Preference by Age Group 

 

Bars show the percentage of trips where a traditional hotel was the chosen     accommodation. 

 

Ages 20-29: ████ 35% 

Ages 30-39: ██████ 48% 

Ages 40-55: ██████████ 68% 

Ages 55+:   ███████████ 75% 

 

Key: The chart illustrates a clear trend of lower hotel penetration among younger traveller  

segments, who show a stronger preference for short-term rentals and other alternatives. 
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Discussion Questions 

1. Analysis of the Current Model 

 The case states that "the complexity of managing inventory and consistent pricing across 

all these channels is a significant operational challenge." Why is it so difficult for hotels 

to maintain rate parity? What are the consequences of having different prices on 

different platforms? 

2. The "Flexible Traveller" Segment 

 Why have major hotel chains been slow to effectively target the "Flexible Traveller" 

segment (aged 20-35)? Is this a strategic oversight or a rational calculation based on 

Customer Acquisition Cost (CAC) and lifetime value? 

3. Strategy and Solutions 

 Could a hotel gain a competitive advantage by moving to a completely "all-inclusive" 

pricing model (advertising the final price with all mandatory fees included)? What are 

the potential risks and rewards of such a strategy? 
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StayWell Inns 

Product: StayWell Inns is a mid-scale hotel chain implementing a new AI-powered Revenue 

Management System (RMS). This system dynamically adjusts room prices in real-time based 

on a complex analysis of demand forecasts, competitor pricing, local events, weather, and 

booking patterns. The goal is to sell the right room to the right customer at the right time for 

the right price, thereby maximizing overall revenue and occupancy. 

Current methods for setting room rates are often manual, relying on historical data and the 

intuition of a revenue manager. This leads to reactive pricing, potential revenue loss during 

high-demand periods, and empty rooms during low-demand periods. Common, less effective 

pricing strategies include: static seasonal rates, fixed corporate discounts, and limited last-

minute deals. 

Business Model: StayWell Inns sells its hotel rooms to various customer segments, including 

business travellers, families, and leisure tourists. The RMS is a strategic tool to optimize the 

revenue from each segment without cannibalizing another. 

Task: Anya Sharma, the Director of Revenue Strategy for StayWell Inns, is considering how 

to position and implement the new RMS across the hotel chain. 

To ensure the RMS drives profitability, Anya needs to identify which customer segments to 

target with specific, dynamically priced offers. She faces a critical question: Which segment(s) 

will provide the biggest opportunity for maximizing revenue without alienating the core 

customer base? 

Market Research: Anya and her team conducted extensive interviews with guests and 

developed three customer personas that represented key segments: David, the business 

traveller; The Miller Family; and Chloe, the weekend explorer. 
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Persona 1: David, the Business Traveller 

David is 45, a senior project manager who travels frequently for client meetings and project 

kick-offs. His trips are often scheduled at the last minute, and his company covers his expenses, 

though they require him to stay within a defined "per diem" rate. David values efficiency, 

reliability, and convenience above all. He needs a seamless check-in/check-out process, a good 

gym, and a reliable, quiet room with a strong     Wi-Fi connection for work. 

David doesn't typically shop for the absolute cheapest rate but is conscious of his company's 

budget. He is loyal to a couple of hotel chains where he has status. His bookings are high-value 

because they are often made close to the date and are less price-sensitive, but he is frustrated 

when he sees a lower public rate than the corporate rate he is forced to book. An effective RMS 

could offer him a dynamic corporate rate that undercuts the walk-in rate but stays within his 

per diem, securing a high-margin booking. 

Persona 2: The Miller Family (Leisure Travelers) 

The Millers are a family of four planning their summer vacation. Mark (40) and Lisa (38) are 

both teachers, so their travel dates are fixed to school holidays. They are highly price-sensitive 

and plan their trips months in advance. They spend a significant amount of time comparing 

prices, reading reviews, and looking for bundle deals that include breakfast or attraction tickets. 

They are the primary target for early-bird discounts. However, if they wait too long, they find 

that prices have skyrocketed due to high demand, forcing them to choose a less desirable hotel. 

An RMS can help target the Millers with attractive advance purchase rates to secure occupancy 

early, then gradually increase prices as the high-demand dates approach, capturing maximum 

revenue from last-minute bookers. 

Persona 3: Chloe, the Weekend Explorer 

Chloe is a 28-year-old graphic designer. She and her friends frequently take spontaneous 

weekend trips to nearby cities to break the monotony of work. They are highly influenced by 

social media and look for "instagrammable" experiences. They are price-conscious but value 

unique offers and convenience. 



 
 

3 | P a g e  

 

Chloe books hotels through mobile apps and is responsive to last-minute flash sales and 

limited-time offers. She dislikes rigid cancellation policies. For StayWell Inns, Chloe 

represents an opportunity to fill rooms that would otherwise remain empty on a weekend with 

low corporate travel. An RMS can identify these low-demand periods and target segments like 

Chloe's with attractive, mobile-only, flexible rates to drive occupancy and introduce the brand 

to a new, younger demographic. 

Discussion Questions:  

1. Segmentation and Targeting 

 Based on the three personas, which segment (David, The Millers, or Chloe) represents the 

highest potential for revenue growth for StayWell Inns? Justify your choice. 

 Which segment is likely the most reliable source of revenue? Which is the most volatile? Why? 

2. Revenue Management Strategy 

 What specific pricing and booking tactics should the RMS employ for each persona? (Consider: 

advance purchase discounts, last-minute deals, flexible vs. non-refundable rates, package 

deals). 

 Beyond room price, what other revenue streams (e.g., breakfast, spa, parking) could be 

dynamically packaged or priced to increase the total revenue per guest from each segment? 

3. Implementation and Challenges 

 What is the single biggest internal obstacle you foresee StayWell Inns facing when 

implementing this new, data-driven RMS? (e.g., staff training, legacy systems, organizational 

resistance). 

4. Broader Strategic Analysis 

 Is the primary value of the RMS its ability to maximize price or to optimize occupancy? Is the 

answer the same for all three segments? 
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Southwest Airlines 

 

For over 40 years, Southwest Airlines had outperformed all its major competitors in terms of 

growth and profitability and, by 2013, it had become the fourth largest airline in the United 

States. It was the only airline in the US to have consistently posted a profit since it was 

incorporated in the early seventies, despite the fact it had always priced its services significantly 

lower than most other airlines, entering new routes with fares at least 60% below competition. 

While Southwest was growing and thriving, such dominant airlines as Pan Am, Eastern or 

People Express had gone out of business, others like Northwest, Continental or US Air had 

been acquired, and even the largest players in the industry like American, United, or Delta had 

had to file for chapter 11 at some point or another.  

Southwest operated very unconventionally. Though other airlines primarily made money with 

their business class, Southwest had chosen to offer a single-class service. In addition, they did 

not serve meals on board and did not assign seats prior to boarding. Southwest did all its own 

ticketing, not making its seats available through computerized systems such as Apollo or Sabre 

(which charged an average $6 fee per transaction). While passengers could book through travel 

agents – who received the standard 10% commission but had to contact the airline directly,  

 most Southwest customers chose to reserve directly, primarily through the airline website. As 

a result, only 15% of Southwest’s seats were booked through a travel agent, in contrast to a 

50% average for the industry.  

While all other large airlines had switched to the “Hub-and-Spoke” system in the early eighties, 

Southwest continued operating point to point connections, thus offering most its passengers 

non-stop service from origin to destination. Most flights were short-haul and lasted 65 minutes 

on average. Southwest generally flew into uncongested airports of small cities or into 

secondary less-congested airports of large cities (Love field in Dallas, Midway in Chicago, 

Detroit City airport, etc.). This made it difficult for passengers to transfer from other airlines 

to Southwest flights, or vice-versa. As a result, Southwest chose not to offer connections or to 

transfer baggage directly to other airlines. Operating out of uncongested airports did, however, 

save an average of 20% on flight time as a result of reduced taxi time and less in-air waiting. 

In addition, Southwest benefited from lower gate costs and landing fees at these secondary 

airports: $5 on average per passenger, compared to $12 to $15 at major airports.  
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Southwest operated a homogeneous fleet of 500 Boeing 737 aircraft that flew an average of 

5000 trips per day. These aircraft has an average cost of $70 million and an average life (lease) 

of 20 years. Southwest’s fleet was one of the youngest (average age: 5 years) in the industry. 

Southwest offered frequent services at all the destinations it served, usually 8 or more one-way 

flights a day between two cities. In order to optimize the utilization of their gates, Southwest 

only operated out of airports where they could schedule at least 20 departures a day. Despite 

its name, Southwest flew to destinations all over the US, from New York to California and 

from Michigan to Arizona.  

Southwest was the US airline with the highest level of customer satisfaction. Industry 

conducted surveys revealed in particular that Southwest had the fewest passenger complaints 

and an unmatched record for on-time performance. In addition, Southwest was able to turn its 

aircraft around in an average of 15 minutes, when the industry average for this operation was 

55 minutes. Turnaround time referred to the time between arrival at and departure from the 

airport gate; this period included the time in which passengers got on and off the plane, baggage 

was loaded on and off, the aircraft was cleaned, tidied up, refuelled, provisioned with food and 

drinks, and inspected. Mr.Kelleher, founder, attributes the company’s success to its culture and 

employees. Employees, on the other hand, attribute the success to Mr.Kelleher’s leadership. 

Mr.Kelleher was a charismatic leader who interacted informally with all of his employees and 

set up parties frequently to ensure that employees felt that they belonged to the Southwest 

community. 

 

Discussion Questions :  

1. How did Southwest Airlines' unique operational model — including point-to-point routes, 

secondary airports, a single aircraft type, and fast turnaround times — create a sustainable 

competitive advantage and allow it to consistently profit while offering lower fares than 

competitors? 

2. To what extent did Southwest’s company culture, employee relations, and leadership under 

Herb Kelleher contribute to its operational efficiency and high customer satisfaction, and can 

this cultural advantage be maintained as the company continues to grow? 
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Surge Pricing for Burgers: A Fast-Food Brand in Crisis 

On March 15, 2024, a tech news outlet, The Digital Pulse, broke a story headlined "BurgerHub 

Testing AI-Priced Menus That Charge More During Rush Hours." The article detailed how the 

global fast-food chain was piloting digital menu boards that used artificial intelligence to 

dynamically adjust the prices of its combo meals based on real-time demand, queue length, and 

even local events. The article reported: 

‘According to internal documents, the system is designed to increase profit margins during 

peak periods, such as the weekday lunch rush, by applying a "demand surcharge." Conversely, 

it would offer discounts during traditionally slow periods to drive traffic. A company insider, 

speaking on condition of anonymity, stated, "The logic is simple. A burger is worth more to 

you when you're in a 10-minute queue with a 30-minute lunch break than when the restaurant 

is empty. We're just pricing according to that utility." 

The story was quickly picked up by major news networks and social media, triggering a wave 

of consumer backlash. The hashtag #LunchPriceGouging began trending on platform X, with 

users sharing memes of BurgerHub's mascot wearing a robber's mask. 

For a company that had built its brand on the promise of "Everyday Value," the public relations 

blowback was immediate and severe. A company spokesperson later claimed the pilot was a 

limited "data-gathering exercise" and that there were "no current plans" for a wider rollout. 

However, the damage to consumer trust was already done.’ 

The Technology and the Rationale 

The technology behind the pilot was not particularly novel but its application in fast-food was. 

The digital menu boards were integrated with: 

1. Queue monitoring cameras to assess the number of people in line. 

2. Point-of-sale data to track order velocity. 
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3. Local event calendars to anticipate demand spikes from nearby concerts or sports 

games. 

The system could change prices incrementally every few minutes. The stated goal, according 

to a leaked internal memo, was to "smooth demand curves" and "capture latent consumer 

willingness-to-pay," thereby increasing overall revenue per store. 

BurgerHub, like its competitors, had been waging a brutal price war in the value-meal segment, 

eroding profitability. The company had invested heavily in digital infrastructure, including self-

service kiosks and a mobile app, making dynamic pricing a technologically feasible next step. 

The company's CFO had previously been quoted in an earnings call emphasizing the need to 

"leverage our digital assets to unlock new revenue streams beyond mere menu price increases." 

Industry and Consumer Reaction 

The reaction was sharply divided. 

 Proponents: Some industry analysts applauded the move. "This is the future of retail 

revenue management," said Anita Malhotra, a restaurant sector analyst at Finley & Co. 

"Airlines and ride-sharing apps have done this for years. The QSR sector is finally 

catching up. This is a powerful tool to manage capacity and maximize the profitability 

of their highest-traffic locations." 

 Critics: Competitors were quick to pounce. A spokesperson for BurgerHub's chief rival, 

TastyFried, declared, "We believe in transparent, consistent pricing. Our customers 

shouldn't have to play a guessing game to find out what their chicken sandwich costs 

today. We're focused on value, not variable pricing schemes." 

 Customers: The public response was overwhelmingly negative. Online comments 

ranged from concerns about fairness ("This is a tax on people who have fixed lunch 

breaks") to broader societal worries ("What's next? My coffee gets more expensive if 

it's raining?"). 

Facing a mounting public relations crisis, BurgerHub's corporate office issued a press release 

on March 16, 2024. 
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STATEMENT ON DIGITAL MENU INNOVATION 

March 16, 2024 – Recent media reports regarding our dynamic pricing pilot have been 

mischaracterized. 

BurgerHub is committed to providing our guests with consistent value and a predictable 

experience. We are continuously exploring new technologies with the sole aim of improving 

customer service, such as reducing wait times and personalizing offers. 

The limited test in three corporate-owned locations was designed to study operational flow and 

customer patterns. It is not, and was never intended to be, a nationwide rollout of surge pricing. 

Our 50-year heritage has been built on offering quality food at a fair price. Any future 

technologies we implement will uphold that core brand promise. 

Discussion Questions:  

1. Core Concept and Consumer Psychology 

 From an economic theory perspective, dynamic pricing is a logical application of supply 

and demand. Why, then, did consumers react so negatively to BurgerHub's pilot, while 

they largely accept it in industries like airlines and ride-sharing? 

2. Strategy and Implementation 

 How does dynamic pricing in a QSR context implicitly segment the customer base? 

(e.g., by time flexibility, price sensitivity, urgency). Is this a more or less fair form of 

segmentation than student/senior discounts? 

3. Ethical and Reputational Risks 

 Where is the ethical line between "smart revenue management" and "price gouging" in 

the context of essential, low-cost goods like food? 
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Revenue Management: Segmentation and Channel Management  

Executive Summary 

The Indian hospitality sector stands at a pivotal inflection point. With a projected market 

value of USD 263.2 billion in 2025 and a compound annual growth rate (CAGR) of 13.37% 

through 2030, the industry faces unprecedented opportunities coupled with intense 

competitive pressures. This case study examines how progressive Indian hotel properties 

are leveraging revenue management strategies to maximize profitability while responding 

to evolving market dynamics, particularly the surge in domestic tourism and the distinctive 

travel preferences of Gen Z travelers. 

The central challenge: How can mid-segment independent and chain hotels in India's Tier-

2 and Tier-3 cities balance dynamic pricing strategies with the need to capture the emerging 

domestic market, particularly Gen Z travelers who prioritize authentic experiences over 

luxury, while competing against aggressive international hotel chains? 

I. Industry Context and Competitive Landscape 

Market Overview and Growth Drivers 

The Indian hospitality market has demonstrated remarkable resilience and growth recovery 

post-2023. Average Room Rates (ARR) recovered with increases of 37-39%, while 

Revenue Per Available Room (RevPAR) surged 89-91% compared to prior years. Premium 

hotel properties maintain occupancy levels of 70-74%, reflecting a stabilizing market that 

has moved beyond cyclical recovery into sustainable growth phases. 

Several macroeconomic factors drive this expansion: 

• Growing domestic tourism: 62% of Gen Z travelers are likely to take short domestic 

trips of one to four nights within India. 

• Rising middle-class disposable incomes and increased business travel recovery 

• Government initiatives promoting tourism infrastructure and MICE (Meetings, 

Incentives, Conferences, Exhibitions) activities 

• Technological integration enhancing guest experiences and operational efficiency 

• Sustainability focus attracting environmentally conscious travelers. 
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Competitive Profiling: Independent vs Chain Hotels 

The Indian hotel market reveals a fascinating dual-track competitive landscape: 

Segment 
Market 

Share 
CAGR Key Characteristics 

Independent 

Hotels 
57.98% 7.5% 

Local relationships, agile cost 

structures, hyperlocal experiences 

International 

Chains 
42.02% 10.76% 

Brand assurance, loyalty ecosystems, 

standardized protocols, centralized 

systems 

IHCL (Taj 

Hotels) 
12.5% 10.76% 

Asset-light contracts, management 

deals, geographic rapid expansion 

Marriott/Hilton 15.0% 
10.5-

11.2% 

Strategic local partnerships, global 

loyalty base, rapid Tier-2 penetration 

 

Table 1: Competitive Positioning in Indian Hospitality Market 

Strategic Implications: 

While independent hotels maintain numerical dominance (57.98% market share), 

international chain growth at 10.76% CAGR significantly outpaces independent hotel 

growth at 7.5%. This gap signals accelerating consolidation and market formalization. 

However, independents retain competitive advantages through hyperlocal experience 

offerings, regional cuisine specializations, heritage architecture tours, and nimble decision-

making—assets that align perfectly with Gen Z preferences. 

The competitive convergence point emerges in Tier-2 cities (Hyderabad, Pune, Bangalore 

outskirts, tier-2 metros) where organized supply historically lagged but international chains 

now establish first-mover advantages. These cities witness rapid Gen Z travel surges: 

Visakhapatnam (150% year-on-year growth), Hyderabad (123% growth), and Tirupati 

(108% growth). 

II. Market Segmentation: The Domestic Tourism Opportunity 

Gen Z Travel Preferences and Behavioral Shifts 

Gen Z travelers (born 1997-2012) are reshaping Indian hospitality demand through 

fundamentally different travel philosophies: 
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• Experience over Extravagance: 70% prefer eco-friendly accommodations; 65% 

prioritize community-based tourism experiences 

• Spiritual and Cultural Tourism: 20x surge in bookings to spiritual destinations 

(Ayodhya, Varanasi, Tirupati, Shirdi) in Q1 2025, predominantly 18-30 age bracket. 

• Solo Travel Dominance: 65% of Indian Gen Z have taken solo trips in last six 

months; 85% plan repeat trips 

• Budget Consciousness: Micro-budget planning, off-season travel preferences, 

loyalty program optimization, co-living/hostel preferences 

• Selective Splurging: Willing to invest premium pricing only for authentic, 

transformative experiences (wellness retreats, digital detoxes, cultural immersions) 

• Sustainability Commitment: 62% consider company environmental policies; 65% 

prefer public transport/car-sharing 

Domestic Market Expansion Strategies 

Segment 1 - Spiritual Tourism Corridor (High Growth Potential) 

Cities like Varanasi, Ayodhya, Tirupati, and Shirdi are experiencing unprecedented Gen Z 

traffic, particularly around the 2025 Kumbh Mela events. Hotels in this segment face unique 

revenue management challenges: 

 High seasonal volatility (concentrated around religious festivals and melas) 

 Price sensitivity among Gen Z market segment 

 Demand for budget-friendly accommodations and community spaces 

 Lower average room rates (30-50% below metro properties) offset by occupancy 

potential 

Segment 2 - Wellness and Experience Tourism 

Beach destinations (Kerala backwaters, Goa, Puducherry) and mountain retreats attract 

experience-seeking Gen Z travelers. Revenue opportunities include: 

 Premium experience add-ons (yoga sessions, meditation workshops, culinary 

experiences) 

 Extended-stay packages (3-5 nights at value rates vs nightly bookings) 

 Corporate wellness retreats and group bookings 

 F&B revenue maximization through experiential dining 
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Segment 3 - Micro-City Business and Leisure Blend 

Tier-2 urban centers (Pune, Hyderabad, Jaipur) capture dual-segment demand: business 

travelers during weekdays and leisure Gen Z travelers on weekends. These properties 

require sophisticated segment-based dynamic pricing. 

III. Revenue Management Framework for Indian Hotels 

Dynamic Pricing and Occupancy Forecasting 

Modern revenue management in Indian hotels must integrate three components: 

1. Real-Time Demand Sensing 

Dynamic pricing adjusts room rates based on real-time supply-demand interactions: 

• Peak periods (festival seasons, weekends, event windows): Rate premiums 40-60% 

above base rates 

• Off-peak periods (monsoon seasons, summer months): Rate discounts 20-40% 

below base rates 

• Shoulder periods: Segmented pricing by source and guest profile 

Example Application: A 100-room 3-star hotel in Pune uses AI-powered pricing 

algorithms that: 

 Detect local events (conferences, weddings, cultural festivals) 2-3 weeks in advance 

 Adjust pricing buckets across 8-10 price points daily based on booking pace 

 Implement corridor-specific pricing (corporate floor at premium rates during 

weekdays; leisure floor at value rates for weekend Gen Z travelers) 
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2. Distribution Channel Optimization 

Hotels must strategically manage the portfolio of distribution channels: 

Channel 
Gen Z 

Penetration 
Commission/Cost Strategic Role 

Direct Website 35-40% 0-2% 
Volume and brand 

loyalty foundation 

OTA Platforms 45-50% 15-25% 
Incremental volume, 

brand visibility 

Travel 

Aggregators 
10-15% 12-18% 

Price-sensitive 

segment capture 

Loyalty/Corporate 5-10% 0-5% 
Repeat business, 

predictability 

 

Table 2: Distribution Channel Strategy for Gen Z-Focused Hotels 

 

3. Segment-Based Inventory Management 

Indian hotels must maintain separate inventory buckets for different guest segments: 

• Non-refundable advance purchase rates (for price-sensitive Gen Z) 

• Standard refundable rates (for mid-segment professionals) 

• Premium rates (for last-minute corporate bookers) 

• Group/long-stay rates (for wellness retreats and extended family tourism) 

Competitive Response Mechanism 

Hotels must implement continuous competitive monitoring systems that track: 

• Competitor pricing (both direct competitors and adjacent properties in competitive 

sets) 

• Occupancy levels and rate achievement of competitors 

• Market share shifts in real-time 

• Emerging new supply and pricing strategies 

This intelligence enables strategic pricing decisions that maintain competitiveness without 

engaging in destructive price wars that erode industry RevPAR. 
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IV. Case Application: "Heritage Valley Resort" - Tier-2 City Implementation 

Property Profile 

Heritage Valley Resort is a 150-room 3-star property located in Jaipur, positioned at the 

intersection of spiritual tourism (proximity to temples), business travel (IT parks nearby), 

and leisure tourism (heritage sites within 60km). The property includes: 

 80 standard rooms (target: business travelers, price-sensitive leisure guests) 

 50 premium rooms (target: affluent families, corporate groups) 

 20 heritage suites (target: special occasions, premium experiences) 

 2 F&B outlets (business restaurants and heritage dining) 

 Wellness center with yoga facilities (target: Gen Z wellness tourists) 

Challenge Statement 

Heritage Valley Resort faced a critical revenue management challenge: average occupancy 

was 68% with an ARR of ₹4,200 (moderate performance), resulting in RevPAR of ₹2,856. 
Competitor analysis revealed that newer international chain properties entering Jaipur 

achieved 78% occupancy at ₹5,100 ARR (RevPAR ₹3,978). 

Specific problems: 

1. Undifferentiated Pricing: All rooms priced uniformly during peak and off-peak 

seasons, missing revenue optimization opportunities 

2. Channel Misallocation: Over-reliance on OTA platforms (60% of bookings) at 

high commission costs, with minimal direct website bookings 

3. Gen Z Segment Ignored: Marketing and pricing not aligned with Gen Z 

preferences for experiences, sustainability, and value 

4. F&B Disconnection: Food and beverage operated as cost center rather than revenue 

maximizer 
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Revenue Management Implementation 

Phase 1: Segmentation and Pricing Architecture (Months 1-2) 

The property restructured its pricing model into four distinct segments: 

Segment Target Guest 
Base 

Rate 
Peak Multiple 

Off-Peak 

Discount 

Leisure Solo (Gen 

Z) 

Solo travelers, 

backpackers 
₹2,800 

₹3,500 (30-

50% 

surcharge) 

₹2,200 (25% 

discount) 

Family Leisure 
Families, 

groups 
₹4,200 

₹5,600 (50-

80% 

surcharge) 

₹3,100 (30% 

discount) 

Corporate 

Standard 

Business 

travelers 
₹4,500 

₹5,800 (50-

60% 

surcharge) 

₹3,600 (20% 

discount) 

Premium/Special 
Weddings, 

celebrations 
₹6,500 

₹8,500+ 

(flexible) 

Minimal 

discounting 

 

Table 3: Heritage Valley Resort - Segment-Based Pricing Structure 

 

Phase 2: Gen Z-Focused Channel Optimization (Months 2-3) 

Management implemented targeted channel strategies: 

• Direct Website Enhancement: Redesigned website emphasizing heritage 

experiences, yoga/wellness programs, and sustainability credentials. Offered 10% 

rate advantage for direct bookings. 

• OTA Strategic Partnership: Retained presence on major platforms (Booking.com, 

Expedia, Airbnb) but managed allocation carefully. Peak-season inventory reserved 

for direct channel at higher rates. 

• Experience Packaging: Created bundled offerings (2-night "Wellness Retreat" 

with yoga + Ayurvedic massage + heritage tour) priced at ₹6,500 for solo 
travelers—premium to standard rates but delivered perceived value. 

• Community Building: Launched loyalty program targeting repeat Gen Z travelers 

("Heritage Nomad Program") with milestone rewards and exclusive experiences. 
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Phase 3: F&B Integration with Room Revenue (Months 3-4) 

The heritage dining outlet was rebranded as "Rajasthani Stories Kitchen" with: 

• Experiential cooking classes for guests (₹2,500/person, 60% take-up rate among 

extended-stay guests) 

• Farm-to-table positioning aligned with Gen Z sustainability preferences 

• Wellness meal packages included in premium room rates 

• Local artisan collaborations for authentic sourcing 

F&B revenue per occupied room increased from ₹850 to ₹1,320 (+55%). 

Results and Performance Impact 

Within six months of implementation: 

Metric Before After Improvement 

Occupancy Rate 68% 75% +7 pp 

Average Room Rate (ARR) ₹4,200 ₹4,850 +15.5% 

Revenue Per Available Room 

(RevPAR) 
₹2,856 ₹3,638 +27.3% 

Direct Website Bookings 15% 35% +20 pp 

OTA Commission Cost Ratio 
18% of 

revenue 

12% of 

revenue 

-6 pp (₹15L savings 
annually) 

F & B Revenue/Occupied 

Room 
₹850 ₹1,320 +55.3% 

Total Revenue per Available 

Room 
₹3,256 ₹4,450 +36.6% 

 

Table 4: Heritage Valley Resort - Six-Month Performance Improvement 

The 27.3% RevPAR improvement positioned Heritage Valley Resort competitively against 

newly entered international chains, with superior total revenue realization through multi-

revenue stream optimization. 
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V. Strategic Implications and Learning Outcomes 

Key Success Factors 

1. Segmentation Precision: Properties that understand micro-segments (Gen Z solo 

travelers, families, spiritual tourists, business travelers) within their geographic market can 

implement targeted revenue management yielding 20-30% revenue uplift. 

2. Channel Discipline: Managing distribution channels as a portfolio—balancing direct 

bookings, OTA presence, and specialty channels—reduces commission leakage and 

strengthens brand loyalty. Direct website focus targeting Gen Z can shift booking mix 15-

20 percentage points. 

3. Experience Commoditization: Gen Z will pay premium prices for authentic experiences 

(wellness programs, cultural immersion, sustainability credentials) even when they are 

budget-conscious on base accommodation. Revenue management must price experiences 

separately from room nights. 

4. Competitive Response: In fragmented markets like India's hospitality sector, smaller 

independent and mid-chain properties can compete effectively against global hotel chains 

through hyperlocal positioning and segment specialization rather than attempting full-

service competition. 

Emerging Challenges 

Operational Complexity: Segment-based dynamic pricing increases operational 

complexity, requiring: 

 Staff training on segment identification and handling 

 Technology systems capable of real-time pricing adjustment 

 Revenue management discipline to resist tactical discounting pressures 

Supply-Demand Volatility: India's hospitality sector remains highly seasonal. Monsoon 

periods, festival cycles, and event clustering create demand volatility that confounds 

traditional forecasting. AI-powered predictive models incorporating religious calendars, 

event schedules, and weather patterns show promise but require continuous refinement. 

Sustainability at Scale: Gen Z sustainability preferences represent genuine market demand 

but require investment in infrastructure (waste management, energy efficiency, water 

conservation, community partnerships). Hotels must incorporate these costs into revenue 

management pricing models. 
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Strategic Recommendations for Future Growth 

1. Invest in Revenue Management Technology: Cloud-based revenue management 

systems (RMS) with AI-powered pricing optimization and predictive analytics 

should be deployed even in mid-segment properties, as technology costs have 

declined significantly and ROI approaches 18-24 months. 

2. Develop Gen Z Segmentation Expertise: Marketing, sales, and revenue teams 

must develop deep expertise in Gen Z traveler psychology, utilizing social listening, 

Gen Z-native platforms (Instagram, YouTube, TikTok), and influencer partnerships 

for market research and promotion. 

3. Create Competitive Set Intelligence: Systematic monitoring of competitor 

pricing, positioning, and occupancy provides real-time market feedback for pricing 

decisions. Third-party competitive intelligence platforms can reduce monitoring 

overhead. 

4. Hybrid Channel Strategy: Maintain simultaneous multi-channel presence (direct 

website, OTA platforms, specialty channels, loyalty programs) but actively steer 

price-sensitive, high-lifetime-value segments toward direct channels through rate 

advantages and experience differentiation. 

5. Regulatory and Sustainability Alignment: Proactively adopt sustainability 

certifications (Green Key, Green Globe) and community engagement programs, 

positioning these not as cost centers but as revenue-generating differentiators for 

the Gen Z segment. 

Conclusion 

The Indian hospitality market presents both opportunities and challenges. Gen Z travelers—
now representing 25-30% of domestic tourists—are reshaping demand patterns toward 

authentic experiences, sustainability, and value optimization[2][3]. Revenue management 

strategies that ignore these preferences will underperform. 

The Heritage Valley Resort case demonstrates that even mid-segment independent 

properties in competitive Tier-2 markets can achieve 25-30% RevPAR improvements 

through disciplined segment-based pricing, channel optimization, and experience-centric 

packaging. These gains emerge not through aggressive rate increases but through intelligent 

allocation of inventory to highest-value use segments combined with reduction of costly 

commission-based distribution. 

As India's hospitality sector grows at 13.37% CAGR through 2030, reaching USD 45.39 

billion, the competitive convergence between international chains and well-managed 

independent properties will intensify. Properties that master revenue management—
understanding their specific market segments, implementing dynamic pricing with 
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discipline, and translating traveler preferences into differentiated experiences—will capture 

disproportionate value in this expanding market. 

For final-year hotel management students, this case study illustrates revenue management 

not as an abstract pricing exercise but as a strategic integration point connecting market 

intelligence, guest psychology, operational execution, and financial performance. The 

hotels that succeed will be those managed by professionals who view revenue management 

as integral to competitive strategy. 

Discussion Points  

1. Segment-Based Dynamic Pricing 

 Discuss how segmenting the market (Gen Z solo travellers, families, business 

travellers, premium guests) allows hotels to implement dynamic pricing strategies 

that maximize revenue while catering to different guest preferences. 

 Explore the operational challenges and benefits of maintaining multiple pricing 

buckets and how technology (AI-powered algorithms) can facilitate real-time 

adjustments based on demand and occupancy. 

2. Channel Optimization and Commission Management 

 Analyze the impact of channel mix (direct website, OTA platforms, travel 

aggregators) on hotel profitability, especially the trade-off between higher 

commission costs on OTAs and the benefits of direct bookings. 

 Debate the strategies hotels can use to shift booking patterns toward lower-cost 

channels, such as offering rate advantages for direct bookings and leveraging loyalty 

programs to build repeat business. 

3. Experience Commoditization and Sustainability 

 Examine how hotels can monetize authentic experiences (wellness retreats, cultural 

immersion, sustainability initiatives) as value-added services, especially for the Gen 

Z segment. 

 Discuss the importance of aligning sustainability practices with revenue 

management, considering both the cost implications and the potential for these 

initiatives to serve as differentiators in a competitive market 
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Veridian Grand Hotel & Integrated Revenue Management 

ABOUT THE LOCATION 

The Veridian Grand Hotel is situated in the heart of a major North American metropolis, a city 

that serves as a hub for finance, technology, and tourism. The city boasts a vibrant convention 

centre, a thriving arts district, and year-round appeal, drawing a diverse mix of business and 

leisure travellers. 

The hotel is a 300-room, upper-upscale property owned by a private equity firm that acquired 

it two years ago. The firm's strategy is to acquire underperforming assets, implement 

operational turnarounds, and sell them for a profit within a five-year horizon. The Veridian 

Grand is seen as having strong potential due to its prime location but has historically struggled 

to capture its fair share of the lucrative corporate and group business markets. 

CURRENT SITUATION 

The hotel industry is emerging from a period of volatility. While leisure travel has rebounded 

strongly, corporate travel has stabilized at approximately 80% of pre-pandemic levels. 

Furthermore, the competitive landscape has intensified with the entry of two new "lifestyle" 

boutique hotels within a three-block radius. 

The ownership has issued a clear mandate to the new General Manager, Maria Chen: 

significantly increase Gross Operating Profit (GOP) by optimizing revenue across all 

departments, not just rooms. The previous management team was criticized for a siloed 

approach where the Rooms Division, Food & Beverage, and Function Space operated 

independently, leading to conflicting strategies and missed revenue opportunities. 
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GENERAL BUSINESS SITUATION 

THE BUSINESS 

The Veridian Grand Hotel features: 

 300 guest rooms, segmented into Standard King, Double Double, Deluxe King, and 20 suites. 

 A signature restaurant and bar, "The Ember Grill," which is well-regarded but suffers from 

low capture rate from hotel guests. 

 Extensive meeting and event space, including a 5,000 sq. ft. ballroom and five smaller 

breakout rooms, which are frequently underutilized. 

 Ancillary amenities: a fitness centre, a small spa, and valet parking. 

The ownership believes that a modern, integrated Revenue Management strategy is the key to 

unlocking value. They have invested in a new Property Management System (PMS) and a 

Central Reservations System (CRS) with advanced analytics capabilities, but the previous team 

underutilized these tools. 

THE REVENUE MANAGEMENT CHALLENGE 

You have been hired as the new Manager in Revenue Management Team. Your task is to move 

the hotel away from a reactive, discount-driven pricing model and toward a sophisticated, data-

informed strategy that maximizes total revenue per available room.  

DEPARTMENTAL ANALYSIS & KEY DECISIONS 

1. ROOMS DIVISION & PRICING STRATEGY 

 Current State: The hotel relies heavily on Online Travel Agencies (OTAs), which contribute 

45% of room bookings but at a high customer acquisition cost. Corporate negotiated rates have 

not been updated in three years and are no longer competitive. The previous team used a simple, 

two-tiered pricing structure (Standard vs. Flex) that failed to capture willingness-to-pay across 

different segments. 
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 Key Decisions for the Revenue Team: 

o Market Segmentation: How to define and weight price-sensitive segments (leisure, price-

sensitive corporate) versus value-seeking segments (corporate, groups, last-minute)? 

o Channel Management: How to rebalance the business mix to increase direct bookings (via 

the hotel website) and more profitable corporate clients? 

o Dynamic Pricing: What factors (demand forecasts, competitor pricing, city-wide events, lead 

time) should be used to automate and adjust daily rates? 

o Length-of-Stay Controls: How to manage inventory to attract longer-staying guests during 

peak periods without displacing higher-rated, shorter stays? 

2. FOOD & BEVERAGE (F&B) REVENUE 

 Current State: "The Ember Grill" operates as a standalone entity. Only 15% of hotel guests 

dine in the restaurant. The banquet department sells food and beverage for events but does not 

coordinate with the rooms team to package meeting space with guest rooms. 

 Key Decisions for the Revenue Team: 

o Capturing Hotel Guests: What strategies (e.g., charged-to-room incentives, exclusive 

breakfast-included rates, in-room dining promotions) can increase the F&B capture rate from 

in-house guests? 

o Dynamic Menu Pricing: Should the restaurant implement day-part pricing (e.g., pre-theatre 

menus, late-night happy hour) to smooth demand and increase covers? 

o Package Creation: How can F&B be bundled with rooms and spa services to create 

compelling, high-value packages for the leisure segment? 

3. MEETINGS & EVENTS (GROUP BUSINESS) 

 Current State: The hotel is known as a "Tier B" option for groups, often losing large 

conventions to competing "Tier A" hotels. The sales team is quick to discount room blocks to 

fill space. 
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 Key Decisions for the Revenue Team: 

o Space Optimization: How to price and allocate function space? When is it more profitable to 

hold out for a high-value corporate meeting versus accepting a lower-rated social event? 

o Total Account Management: How to evaluate group business based on Total Revenue (rooms 

+ F&B + ancillary spend) rather than just the room rate? 

o Forecasting: How to accurately forecast group pick-up to release unused room blocks back 

into the general inventory for sale at higher transient rates? 

4. ANCILLARY REVENUE STREAMS 

 Current State: Revenue from the spa, parking, and internet fees is treated as incidental. 

 Key Decisions for the Revenue Team: 

o Bundling vs. A La Carte: Should amenities like Wi-Fi and parking be bundled into room rates 

to increase the perceived value and ADR, or sold separately to maintain profitability from 

business guests who expense them? 

o Upsell Strategies: What are the most effective points in the guest journey (Booking, Check-

in, In-stay) to promote spa treatments or premium parking? 

THE PATH FORWARD 

The new ownership has provided the tools and the mandate for change. The success of the 

Veridian Grand Hotel now hinges on your team's ability to break down departmental silos, 

leverage data for strategic decisions, and implement a cohesive Revenue Management culture 

that permeates every aspect of the operation. Your decisions will directly impact the hotel's 

profitability and its ultimate valuation. 
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Discussion Questions:  

1. Foundational Strategy & Mindset 

 The case emphasizes moving from a "siloed" to an "integrated" revenue strategy. What are the 

specific, practical barriers that prevent different departments (Rooms, F&B, and Events) from 

working together in a hotel, and how can the new management team overcome them? 

 Ownership's goal is to maximize Gross Operating Profit (GOP). How might a strategy focused 

solely on maximizing Average Daily Rate (ADR) conflict with this? When might a lower ADR 

actually lead to a higher GOP? 

2. Rooms Division & Pricing 

 With 45% of bookings coming from high-commission OTAs, what specific, actionable tactics 

can the team implement to profitably shift business to direct bookings? Consider both "carrots" 

(incentives) and "sticks" (restrictions). 

 Dynamic pricing requires selecting the right data inputs. Rank the following factors in order of 

importance for setting daily room rates at the Veridian Grand, and explain your reasoning: 

competitor rates, city-wide events, historical pickup data, forecasted weather, day of the week. 

3. Integrating Food & Beverage (F&B) and Ancillaries 

 The F&B capture rate from hotel guests is only 15%. Propose a three-part strategy (e.g., one 

pre-arrival, one at check-in, one in-room) designed to double this figure without making guests 

feel pressured or nickel-and-dimed. 

 The case asks whether amenities like Wi-Fi and parking should be bundled or sold à la carte. 

Make a recommendation for each, specifying for which customer segment (e.g., leisure, 

corporate, group) your strategy is designed and why. 
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The Oasis Grand & the Personalization Paradox 

The Oasis Grand is a 400-room, upscale hotel located in a vibrant coastal city known for its 

tech conferences, cultural festivals, and bustling waterfront. For decades, it has been a stalwart 

for business travellers and affluent tourists, boasting a renowned fine-dining restaurant, a 

sprawling pool deck, and extensive meeting facilities. 

Recently acquired by a forward-thinking investment group, The Oasis Grand is under pressure 

to modernize its operations and boost profitability in an increasingly competitive market. The 

new ownership has made a significant investment in a state-of-the-art Customer Data Platform 

(CDP) and an AI-powered Revenue Management System (RMS). The goal is to move beyond 

traditional dynamic pricing and into the realm of "personalized pricing"—offering tailored 

room rates and packages to individual guests based on their booking history, loyalty status, and 

real-time behaviour. 

THE NEW STRATEGY: "YOUR RATE, YOUR WAY" 

The hotel's new Director of Revenue, Ben Carter, is championing a initiative called "Your Rate, 

Your Way." The concept is simple in theory but complex in execution: instead of a single best 

available rate for a room type on a given day, the system will generate a range of personalized 

offers. 

The CDP integrates data from: 

 The hotel’s loyalty program (status level, past stays, amenity preferences). 

 The central reservations system (booking lead time, channel, length of stay). 

 The property management system (ancillary spend on F&B, spa, parking). 

 Real-time website behaviour (users repeatedly viewing a suite but not booking, 

abandoned shopping carts). 
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The RMS then uses this data to create unique offers. For example: 

 A loyal, high-spending guest who always books the spa might see a slightly higher base 

room rate but receive a complimentary $100 spa credit. 

 A new, price-sensitive visitor who abandoned a booking for a standard king room might 

be retargeted 24 hours later with a "flash offer" that is 10% lower than the public rate. 

 A business traveller who consistently books through a corporate portal and only stays 

one night might be offered a non-refundable, discounted rate to secure their booking, a 

tactic previously reserved for leisure travellers. 

THE INITIAL RESULTS AND EMERGING PROBLEM 

Six months into the pilot, the results are mixed. Overall revenue is up 5%, driven by increased 

ancillary spending from targeted package offers. However, Ben and his team are facing an 

unexpected crisis. 

A prominent tech blogger, Alex Rios, a top-tier loyalty member with The Oasis Grand, posted 

a viral thread on a social media platform. He revealed that while checking in for a conference, 

he overheard another guest—a first-time visitor who booked through an Online Travel Agency 

(OTA)—quote a room rate for a similar room that was $75 per night lower than the "member 

discount" he had received. 

The thread, titled "Loyalty's Tax: Why Your Favourite Hotel Is Charging You More," was 

picked up by major travel news outlets. The core accusation was that The Oasis Grand was 

penalizing its most loyal customers. The hashtag #LoyaltyTax began trending among frequent 

travellers. Comments ranged from outrage ("I've spent thousands with them, and this is how 

they thank me?") to declarations that they would switch to competitor brands. Ben’s customer 

service team is inundated with emails and calls from elite loyalty members demanding price 

matches and explanations. The hotel's carefully cultivated reputation for valuing its repeat 

guests is suddenly in jeopardy. 

 

 



 
 

3 | P a g e  

 

THE CROSSROADS 

Ben is now in a difficult position. The ownership is pleased with the revenue lift but concerned 

about the public relations firestorm. The "Your Rate, Your Way" strategy was designed to 

maximize revenue from every customer segment, but it inadvertently alienated the core base 

that provides the most stable, year-round business. Ben must decide how to respond. Should 

he scrap personalized pricing? Should he implement rules to ensure loyalty 

members always see the lowest available rate, potentially sacrificing revenue from more price-

sensitive, transient bookers? Or is there a way to refine the algorithm and communication 

strategy to make personalized offers feel like true rewards rather than punitive charges? 

The success of the hotel's high-tech transformation hinges on finding a solution that balances 

profitability with perceived fairness. 

Discussion Questions: 

1. Ethics and Perception: The case presents a conflict between data-driven revenue 

optimization and customer trust. Where is the line between "smart personalization" and 

"discriminatory pricing" in the hospitality industry? How can The Oasis Grand redesign 

its "Your Rate, Your Way" program to ensure it is perceived as a benefit for loyalty 

rather than a penalty? 

2. Technical and Strategic Implementation: Beyond simply guaranteeing the best rate 

for loyalty members, what specific, actionable changes could Ben Carter make to the 

AI's algorithm or the presentation of offers to prevent a repeat of the Alex Rios incident? 

Consider factors like offer transparency (e.g., showing the "why" behind a rate), the 

bundling of amenities, and the management of different distribution channels.  


