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Pricing in today’s world
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The industry today Lorpsly
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BAR by day, BAR by Length of 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,
rate product pricing, segment pricing, rate code pricing,
pricing psychology, neutral pricing
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Funny thing about value Lorpsly
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$0.50 Multi pack §3.75 Cafe

S4.50 Restaurant

$1.49 Supermarket

$1.99 Convenience Store S4.95 Mini Bar
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Price is only an issue in the absence of value... obeia
...but value is relative! (B Revmandis

CONSUMER DECISION MAKING PROCESS

YOUR PRICE YOUR PRICE

DEMAND

COMPETITOR COMPETITOR T
PRICE PRICE
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Price is only an issue in the absence of value... 053 g
Low Price Medium Price High Price
Underpriced: More for v,:::t:unev pricing PreTtl:aTEprlcmg
High Value "What's wrong with this hotel?" : . AN : BY.
ficing strateay " Attractive pricing: ideal for market Exclusive, Prominent,
P & 8Y: penetration. Boutigue.
. True bargain: "Square deal" pricing strategy: Overpriced:
Medium : : . : :
Tactical Rates to increase Volume Price and value are in balance, Informed buyers will
Value .
and Revenue. exclusive of other factors. stay away.
Low "Tourist trap” Sales may turn into complaints. Don't even' think about
Value it!
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Distinctive Lopcix
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Value perceptions
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STUDY OF THE IMPACT OF USER GENERATED CONTENT ON

PURCHASE DECISIONS OF LEISURE AND BUSINESS TRAVELERS <

LEISURE TRAVELER B BUSINESS TRAVELER

Reviews Critical 4| Reviews Matter

1 == Business Travelers want to know
what their experience will be.

Price Important | Loyalty Matters
2 ¢ Business Travelers will put up with

Price becomes a factor when all |
else is equal for Leisure Travelers. good enough for points.

Ratings Influence © Price Matters

It can’t just be OK —it has to be Business Travelers still recognize a

great for Leisure Travelers to notice. good deal.
PENNSTATE

N | KELLY MCGUIRE & BREFFNI NOONE h
sma1
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Negative reviews remove you from
the Leisure Travelers choice set.
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The bubble means money... Lopsly
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Q0,00

.. if a hotel increases its review scores by 1 point on a 5-point scale (e.g., from 3.3 to 4.3), the hotel can increase its price
by 11.2 percent and still maintain the same occupancy or market share

.. the Review Score odds ratio means that increasing one point increases the odds of being selected by 14.2
percent
N

OTAINSIGHT q travel trlpper Source: Cornell University — The Impact of Social Media on Lodging Performance hS mal
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Influencers on pricing
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Market vs. Competition vs. Hotel demand Lopsly
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Compset RevPAR
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Variance in Lead
time

Chinese New Year Hari Raya Puasa
300 3000

100 // 1,000 \
50

Room Nights
Room Nights

¥ 200 ~a
Onday 1day 2days 3days 4-7days 8-14days 1521 22-30 3160 61-90 91-120 121-150 151-180 >6 Onday 1day 2days 3days 4-7days8-l14days 1521 2230 3160 61-90 91-120 121-150 151-180  >6
days days days days days days days  months days days days days days days days  months
Lead Time (G) Lead Time (G)
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Level 2
Level 3
One level Fluid levels
Level 3a
Level 5

N
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Room type structure LODG I Q
 Bed configuration
Room type 2  Value attribution
Room type 3 * Physical design
Roomtype 3a e Business rules
Room type 5 . .
e Monetization rules
OTA,NgGHT qtrave't”[:’Per hsmal
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Rate product structure Lorels

R d i
HOTEL REVENUE MANAGEMENT & DISTRIBUTION CONSULTANCY

Package Rate

e Room plus a 3™ Party Add on / Value add
e E.g.: Room plus transport tickets plus attraction tickets

Flexible Rate

¢ Pay on Arrive / Departure
e E.g.: Flexible Cancellation rate

Advance Purchase

® Room with fences
e E.g.: Rates with all add-ons prepaid

r a
N et hsmai
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Bringing it together — why we do it Lopsly

(¥ Revmandis

Package Rate

¢ Room plus a 3™ Party Add on / Value add \ Number
¢ E.g.: Room plus transport tickets plus attraction tickets of Buyers

Flexible Rate

* Pay on Arrive / Departure
e E.g.: Flexible Cancellation rate

Advance Purchase Pr(ﬂﬁt

* Room with fences
e E.g.: Rates with all add-ons prepaid

Cost Selling Selling Price
Price Price
1 2

r a
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Paradox of choice Lopciq
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X/ X06X5
X4x3x2x1
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1x2x3x4
X5x6x/7x8
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Anchoring Lorely
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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.
.,\,:Nggm N traveltripper hsmal
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Decoy & Anchor pricing Lorely
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In 2013, Apple responded by launching 2 new models of the iPhone.
The iPhone 5c¢, which started at £469 and the iPhone 5s which

iPhone 5(8) iPhone 5 started at £549 in the UK
Phone W/ . . . L . .
The iPhone 5c was immediately criticised by the press. "The Cin 5C
does not mean “cheap” as | had hoped. It means clueless, as in
clueless about how the vast majority of new smartphone users are
paying for their phones."
| B . o :
- However, Apple was actually very successful in designing its price
Availablein sitver, gold and space grey, Availablein green, blue, yellow, pink arChiteCtU re. WhI|St some peop|e St||| bought the SC mOdel, the
iPhone Ss features an A7 chip, a Touch and white, iPhone Sc features an AG . X X .
ID fingerprint sensor, ultra-fast wireless,  chip, ultra-fast wireless, an SMP iSight majority of people jumped at the most expensive 5s model.
an iSight camera with a larger SMP cameraand 1OS 7
sensorand iOS 7
Capachy and 168 €540 R The iPhone 5c was priced above equivalent phones by other
Price 328 £620 3268 £549 manufacturers, but actually was designed to make the iPhone 5s
64GB £709 appear the rational choice and seem better value for money

OTA,NgGHT 7| traveltripper hsmal
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Descending Order Effect Lorel
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$ 7

S 5

S 4

$ 5 >

$ 7 > 3

People chose more expensive beer — ON dVerage $024 more
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Differential pricing

Differential pricing is the strategy of selling the same
product to different customers at different prices.
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Versioning @LODG'*
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A business practice in which a company produces different models of
the same product, and then charges different prices for each model.

Choose one plan and watch everything on Netflix.

Start Your Free Month

BASIC STANDARD PREMIUM

x

x
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In a bundle pricing, comﬁanles sell a packa.?e or set of goods or services
for a lower pricethan they would charge if the customer bought all of
them separately. Common examples include option packages on new

cars, value meals at restaurants and cable TV channelplans.

THE SUPER PROFIT SYSTEM

5 '.'_.:'..:.-'::‘___. j\,’ . \ ' Lo X
< PR N g (1) \iJ o &
- "“\\ ‘“‘y:, E- ‘
N %y} o

Fabulous Frontend Unbeatable Upsell Deadly Downsell Bountiful Backend
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Closed User Group Lorels
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Select your preferred PointsMAX loyalty program I
a g O d @) Tum PointsMAX Off === Ar China PointsMAX w» - SO w Sign in ¥
e e — 2
. e . &1 AirAsia BIG \‘ American Airlines AAdvantage

/\ Asia Miles ~==. China Airlines Dynasty Member Eam points on your loyaity programl J

Delta Air Lines SkyMiles & Fortune Wings Club
=« JetPrivilege & Malaysia Airlines Enrich
' Pingan Wanlitong = Qatar Airways Privilege Club

Sign in Sign up

a==. SkyPearl Club United MileagePlus

Only agoda members get Insider Deals!

Sign up now and receive exclusive offers with huge discounts from Agodal

First Name: * Last Name: *

Passwaord: *

Destination, hotel, or apartment Check-in Check-out Guests

Kuala Lumpur 06 Apr 2016 08 Apr 2016 1 Room, 2 Adults, 0 Children

N
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Closed user group pricing in reality

N

OTAINSIGHT

|
ta CD ________________________________ I Package !
gm , C ™ (Room+Flight) |
I::g‘-“\' hotelbeds 4 A L
Dynamic
Wholesale v ~
Static Wholesale \“\\
v >I BAR
Pre-buy Static Corporate ///
Dynamic e
Corporate
Prime Market China e.g. China
Ctrip ago d a Notprime market Geo fenced 10%
4 ;E il:'l « e
=~ ME oeveee Closed User Group
Mobile 5%
e EXPEdIO"‘— Closed User Group
! Closed user at Point of Sale Private Sale ) 10%
‘y Closed User Group |
— *traveloka

S travel tripper

HOSPITALITY SALES & MARKETING ASSOCIATION INTERNATIONAL

hsma1




m] |

0
Discount trap B,
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* A 50% decrease means a 100% increase
* Flash sales
- Opaque / Secret Hotel 1Sl
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