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Opening the Doors to New Revenue 

By moving past BAR, hoteliers can price all room types, channels and dates 
independently of each other to maximize revenue without having to close any off. 
 
Best-available-rate pricing has been at the core of traditional revenue management for years 
and has provided hotels a more advanced approach than the “gut feel” method that came 
before it. Hoteliers establish one price, typically the best available rate shown at the hotel’s 
own website, based on some combination of historical data, competitive prices and forecasted 
demand. Rates for all other channels and segments become a derivative of that one price. For 
example, if BAR is $100, rates might be $90 (10 percent less) for AAA and $65 for online travel 
agent opaque sites (35 percent less). If BAR drops to $90, all the other rates move in lockstep. 
 
The beauty of this fixed-tier approach has been its simplicity, but the growing complexity of 
today’s hotel distribution landscape may warrant a far more strategic approach. Rising costs 
continue to challenge the profitability of hoteliers even as revenue per available room (RevPAR) 
climbs. A recent study from the Hospitality Asset Managers Association (HAMA) revealed the 
rate of growth for business acquisition costs is growing almost twice as fast as the rate of 
revenue growth. And as demonstrated in the Distribution Channel Analysis, published by the 
HSMAI Foundation, the U.S. hotel industry was paying $3.8 billion to intermediaries in 2010, 
but that number could double by 2015.  
 
“As online distribution brought transparency, hoteliers started competing more on price,” says 
Patrick Bosworth, CEO and co-founder of Duetto, a revenue strategy company. “If everyone is 
chasing a heads-in-beds strategy with not enough heads to fill all the beds, we are in trouble as 
an industry. The downward pressure during the downturn played directly into the hands of 
OTAs, and antiquated revenue management practices have accelerated the race to the 
bottom.” 
 
A new way of thinking and advances in technology now make it possible to begin pricing all 
room types, channels and dates independently of each other to maximize revenue without 
having to close any off. Instead of rates all being in lockstep with BAR, hoteliers can price all 
rooms across all channels every day based on the actual demand within each of those individual 
buckets. This is distinctly different from what the hotel industry typically calls “dynamic 
pricing,” which means different things to different people.  
 
For the purpose of this white paper, we’re defining dynamic pricing as the process of managing 
rates based on the fluctuations in supply and demand in the market. It allows hotels to capture 
incremental revenue by adjusting rates on a daily or even hourly basis if up-to-the-minute 
market information reveals the need for these changes. Dynamic pricing is based on the 
understanding that the right rate to charge for a room night is what the customer is willing and 
able to pay. 

http://www.hsmai.org/trends/Book.cfm?ItemNumber=5016
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But the vast complexity of the hotel booking ecosystem has led to the fixed-tier pricing 
approach that allows hoteliers to dynamically price the best available rate, based on forecasted 
demand, with all other rates fanning out from there to predetermined percentages of BAR. 
 
This new strategy goes beyond dynamic pricing and is what Duetto calls “open pricing.” Instead 
of using derivatives of BAR, hoteliers price each room, segment and channel based on elasticity 
of demand. Open pricing won’t happen overnight, but hoteliers taking steps toward aligning 
technology and operations today will benefit the most tomorrow. The more dynamic a hotel’s 
pricing, the more profitable it can be. 
 
“This is something to be moving toward,” says Neal Fegan, executive director of revenue 
management for FRHI Hotel & Resorts. “You may never get all the way to that point and there 
may be times you still need to use derivatives, but everyone can take steps to do this 
manually.” 

Closing Down the BAR 
Fixed-tier BAR pricing has become industry standard because of its ease of operation and 
because for years the hotel’s own website and BAR were the primary targets for bookings. As 
new channels and other intermediaries have emerged that are taking a larger cut of the action 
even on those direct bookings, this fixed-tier approach has become less effective, if not 
antiquated.  
 
“BAR pricing is an anachronism of an era when hotel distribution was simple and rate fences 
were high and opaque,” Bosworth says. “Today, those fences between distribution channels are 
low enough for many to jump over and they are transparent in the era of Google, metasearch, 
TripAdvisor and the others. BAR pricing is inflexible and prevents a hotel from maximizing its 
value, while also frustrating its guests who do not understand why the hotel is so often open on 
some channels and closed on others.” 
 
With BAR pricing, hoteliers set one price and all other rates are benched off that. Hoteliers 
manually change the BAR rate and all the others update automatically in most software 
systems today.  
 
“The hotel is missing the opportunity to use differentiated pricing applicable to different 
behaviors exhibited by people booking from other channels,” says Marco Benvenuti, a co-
founder of Duetto and its chief analytics and product officer. “Is someone booking through an 
OTA automatically only going to accept paying 35% less? Maybe they’d be willing to pay 30% 
less. Maybe even 20%.”  
 
What happens on a day when compression exposes a critical flaw with BAR pricing: With more 
demand than they can handle, hoteliers often close off the discount channels to yield up BAR, 
but that means the hotel would appear sold out to consumers looking for a room on any of 
those discount sites.  
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If that compressed date happens to fall in between two softer days, the hotel may be losing a 
potential customer who would have booked a three-night stay. 
 
“It’s technically very difficult to change that 10 percent to something less, so you either close it 
out or the other option is to raise the BAR causing your AAA rate to go up. But you’re sacrificing 
retail for one segment because everything is linked,” says Reena Chung, an associate at 
Starwood Capital specializing in revenue management. 
 
Another example of missed revenue is with OTA package rates, which might offer a hotel room 
discounted 30 percent bundled with airfare and car rental. If, for example, BAR is priced at $100 
for soft days and $300 for a compressed date in between the two shoulder dates, the hotel is 
often forced to close out the OTA package offer on that middle date rather than accept a lower-
paying customer, but anyone looking for a three-day stay won’t see the hotel as an option.  
 
The workaround many hoteliers use to overcome the rigidness of BAR pricing is adding length 
of stay restrictions. Instead of closing out the AAA or OTA package levers, this tactic leaves 
them open but requires a three-night stay. “You’re accounting for shoulders, but still sacrificing 
and not getting the maximum rates you could,” Chung says. “If unlinked open pricing was an 
option, you wouldn’t have to.” 
 
Jason Thielbahr, senior vice president of revenue optimization and distribution services for Red 
Lion Hotels, says his brand’s approach to pricing has been to use its forecast based on historical 
and competitive data and current pace to position the BAR to drive as much of that business 
into the hotel without having to turn off heavily discounted channels. 
 
“In essence, our directors of revenue strategy use length of stay restrictions to balance the 
profit equation,” he says. “We are willing to take an (opaque OTA) customer over a compressed 
day if the length of stay of that customer brings enough profit to rationalize displacing one BAR 
customer that day.” 
 
“Moving forward, we’ll be doing the same thing, but using elasticity and rate sensitivity to be 
our yield-out function,” Thielbahr says. “By yielding out business using restrictions, we’re telling 
customers no at different levels. We’ll always be saying yes, at every level, but at our price. 
Every single rate code in our network has inherent demand to itself and we want to maximize 
that demand.” 

Remaining Open to Opportunity 
Consider the impact if, instead of choosing between a 10-percent discount for the AAA rate and 
closing out the option on a compressed date, you could price that room at five percent less or 
even two percent less—or any number—keeping the channel open. Consumers shopping for a 
three-night stay with the compressed date in the middle would still see availability and a slight 
discount. 
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“This model balances shoulder dates far more effectively,” says Thielbahr, who notes that 
superior business intelligence tools are a critical first step to provide demand forecasts not just 
for BAR anymore, but for each and every rate code. 
 
Using open pricing concepts, hoteliers can price rooms not only by channel and segment, but 
also by room type. Like the industry-standard 10 percent less AAA rate, most hotels don’t 
fluctuate prices between different room types. For example, a deluxe room always comes with 
the same premium over a standard room: If the double-double is priced at $200, the king would 
be $250. If the double-double is $300, the king would be $350. All room types are based off 
whatever that standard price is. 
 
“Maybe you can get more for the suite,” says Tom Botts, executive vice president and chief 
customer officer for Denihan Hospitality Group, “but that’s not something most systems or 
people have been forecasting or pricing. Open pricing will better help us understand this and 
whether I can get $20 more or $50 more.” 
 
With open pricing, the modifier between standard and premium doesn’t have to be the exact 
same all the time. Just like you can create a dynamic discount between BAR and AAA, you can 
also modify the discount between standard and deluxe based on demand. If one-day suites are 
compressed, you can raise rates to $100 or more over the standard option.  
  
“You have to be ready with not only software, but you also have to have a philosophical 
understanding of this with revenue managers and the sales team. This is a more flexible 
approach and a pretty serious change in management is required,” says Botts. 
 
He says hoteliers need to reshape revenue strategies to align sales, marketing, revenue 
management and operational teams, while working with technology partners to better leverage 
their products. 
 
By floating room type rates based on demand, in addition to rates by channel and date, open 
pricing creates a complex matrix of rates that are all intertwined. If the AAA rate moves to five 
percent less than BAR, that also affects the room type prices that could also be changing based 
on that day’s specific demand.  
 
“Adding that flexibility is where the number of pricing options goes infinite,” says FRHI’s Fegan. 
“Having greater flexibility and information when it comes to pricing by room types is one of the 
biggest gains to be had across the industry.” 
 
Improvements in business intelligence and data science are providing hoteliers better forecasts 
by specific channels, and new technology allowing connectivity amongst property management, 
central reservation and revenue management systems are now making open pricing strategies 
a reality.  
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Bosworth, CEO of Duetto, says hoteliers can start making the transition manually in a small way 
if they don’t yet have systems in place and don’t yield by room types.  
 
“You can set up four yieldable segments, do manual rate changes and the revenue potential is 
far greater than the cost of that data entry,” he says. “It’s about taking baby steps, and having 
people truly understand open pricing. You can start with the system you have and manually do 
this and then start looking to advance from there.” 
 
That’s where Althea Thomas, the director of revenue management, is at right now with The 
Liaison Capital Hill, an Affinia Hotel in Washington D.C.  She’s manually changing some of the 
rates beyond BAR on highly compressed dates. “Those stay static, unless we know we’re going 
to have a really big day, and then we do it manually,” says Thomas, noting it can take about an 
hour of work, but that hour can be well worth it. 
 
Fegan says every hotel could be doing the same thing, but the decision ultimately comes down 
to whether it’s worth the effort. “Is the amount of time this will take outweighing the benefits 
and taking away from other activities?” he asks. 
 
That’s a question for every hotel, but as technology and revenue strategies evolve, so do the 
opportunities available for hotels to move beyond a fixed-tier approach to pricing. 
 
“Demand patterns change radically, on a daily basis, by room type, by customer segment and 
channel,” says Botts. “Open pricing will better align supply with demand and with rising 
distribution costs, this is where we’re all headed.” 
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About HSMAI 
The Hospitality Sales & Marketing Association 
International (HSMAI) is committed to growing business 
for hotels and their partners, and is the industry’s leading 
advocate for intelligent, sustainable hotel revenue growth. 
The association provides hotel professionals & their 
partners with tools, insights, and expertise to fuel sales, 
inspire marketing, and optimize revenue through 
programs such as HSMAI’s Affordable Meetings, Adrian 
Awards, and Revenue Optimization Conference. HSMAI is 
an individual membership organization comprising more 
than 7,000 members worldwide, with 40 chapters in the 
Americas Region.  

  

 

About Duetto 
Duetto delivers dynamic, intelligent revenue strategy 
solutions to the world’s leading hotels and casinos, 
enabling them to significantly increase profits through 
superior, actionable data. Leveraging leading cloud-based 
software technology combined with unparalleled expertise 
in revenue strategy, Duetto transforms the way hotels 
price and sell rooms. 
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