
Course schedule

Date Time Lecture Essays (group) Presentations

11.01. 12:15-13:45 Revenue streams and 
pricing models

• Pricing models for tourism products (2)
• Biased listing (3)
• Standardization in tourism (4)

19.01. 14:15-15:45 Service innovation • IT innovation in tourism (5)
• IT innovation in hotels (6)
• Tourism 2.0 (7)

26.01. 8:30-10:00 
(Leo 18)

group 14
group 15
group 16

26.01. 10:15-11:45 
(Leo 18)

group 17
group 18
group 19

26.01. 14:15-15:45 
(Leo 1)

group 20
group 21
group 22

01.02. 12:15-13:45 Summary & 
conclusion

02.02. 14:15-15:45 Summary & 
conclusion
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Revenue models and pricing
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Learning goals

Understand the rationale for flexible pricing.
Distinguish between different pricing strategies and 
understand the contingencies of their application.
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In the news
Neuer Vertriebskanal über eBay! 
Tiscover bietet als einziges Online-Buchungssystem einen neuen Vertriebskanal über 
eBay
…. Durch eine neue gemeinsame Schnittstellenlösung ist die einfache Versteigerung von 
Betten nun Realität. 
Tiscover eBay Connect ist der ideale Vertriebskanal für auslastungsschwache Zeiten und zur 
Gewinnung neuer Kundenkreise. Wir freuen uns, allen Unterkünften das neue Tiscover eBay 
Connect für ihre eigenen Versteigerungen anbieten zu können!

So funktioniert’s:
Im Tiscover Extranet steht Ihnen unter „Extras“ ab sofort der Menüpunkt „eBay“ zur Verfügung. 
Sie definieren nur noch, welches Zimmer Sie versteigern möchten und für wie viele Nächte das 
Angebot gilt. Zusätzlich können Sie Sperrzeiten festlegen, zu denen das Angebot nicht in 
Anspruch genommen werden kann, z.B. in der Hochsaison. 
Sobald Sie auf den Button „auf eBay einstellen“ klicken, wird das Angebot in Form eines 
Gutscheines automatisch auf eBay als Auktion veröffentlicht. 
Der Käufer erhält eine eMail mit den Zahlungsinformationen und der Gutscheinnummer. Er 
klärt mit Ihnen die Verfügbarkeit ab und löst den Gutschein direkt bei Ihnen ein.

Tiscover eBay Connect ist ab sofort bei ALLEN UNTERKÜNFTE AUTOMATISCH dabei!
Nutzen Sie die Möglichkeit der Versteigerung von freien Betten ab sofort KOSTENLOS! Nur 
wenn ein Angebot auch erfolgreich versteigert wurde, bezahlen Sie die gewohnte 
Buchungsprovision (abhängig von Ihrer Tiscover Darstellung). Für alle Tiscover Complete –
Kunden fällt eine Provision von 8% bei erfolgreicher Auktion an. 



Online dynamic pricing

“In September 2000, Amazon.com outraged some customers when 
its own price discrimination was revealed. One buyer reportedly 
deleted the cookies on his computer that identified him as a regular 
Amazon customer. The result? He watched the price of a DVD 
offered to him for sale drop from $26.24 to $22.74.
The company said the difference was the result of a random price
test and offered to refund customers who paid the higher prices.
And apparently, Amazon had experimented with such random price 
tests more than once: Consumers also discovered in 2000 that 
Amazon was using dynamic pricing when customers comparing 
prices on a "bargain-hunter" Web site discovered that Amazon was 
randomly offering the Diamond Rio MP3 player for up to $51 less 
than its usual $233.95 price.”
http://www.cnn.com/2005/LAW/06/24/ramasastry.website.prices/

5



IE9 - Prosuming & service configuration 6

Agenda

2. Pricing models – pricing strategies

1. The concepts of dynamic/ flexible pricing

3. Web impact on pricing models
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Good bye to fixed pricing ...

Quote from a OECD Studie (1998): 

"(m)ore and more products will be subject to differential 
pricing associated with customized products, fine market 

segmentation and auctions as it becomes easier to change 
prices."

Cortese und Stepanek have forecasted an era of flexible 
pricing for retail customers (Business Week 1998).
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The Logic of Price discrimination

Source: Bichler 2000
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Example price differentiation

Seats Price Gross revenue Seats Price Gross revenue
20 1 20,00 € 120 100,00 € 12.000,00 €
20 20 400,00 €
20 40 800,00 €
20 80 1.600,00 €
20 160 3.200,00 €
20 320 6.400,00 €

120 103,5 12.420,00 €

Option 1: differential pricing Option 2: fixed pricing



Components of Yield Management

… is the process of understanding, anticipating and influencing 
consumer behavior in order to maximize revenue or profits from a fixed, 
perishable resource (source: Wikipedia)
Market segmentation and differential pricing.
Seat contingents for different booking classes.
Overbooking.
Nesting: higher booking classes have access to the capacity of lower 

booking classes.
Network yield management: flight segments vs. overall flights
Managing capacity by sales region and respective price levels.
Forecast models 
IT.

(Adapted from http://wirtschaftslexikon.gabler.de/Definition/yield-management.html)
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"Welcome to the Bazaar ..."

"We will let our customers set prices in the on-line marketplace."
Scott McNealy, CEO von Sun Microsystems, 
in: Harvard Business Review, March 2001, 18-19

His arguments:
Positive response from online auctions (eBay, DoveBid): a 
third of the auction customers are new customers.
Sun Microsystems gets to know customers' willingness to pay.
We need to overcome the "liar-liar" game in traditional price 
negotiations : each party is presenting its claim as final offer, 
knowing that this is not true ... 
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Online price advantage over offline channel

Price advantage of Internet commerce over traditional retail 
(including shipping, without taxes)
1999: 13%
2000: 15% 

Source: Study by J. Abate and E. Harris (Lehman Brothers 
Inc.) quoted by Business Week 2000.
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Web-based Pricing Models: Issues

Suppliers look for innovative models of price discrimination
Customers look for good deals

… this leads to two questions:

Which pricing models are used to offer relatively lower prices 
on the Web? 
How can different price levels be maintained on the Web, 
despite minimal search costs for the consumers?
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2. Pricing models – pricing strategies

1. The concepts of dynamic/ flexible pricing

3. Web impact on pricing models
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Traditional Pricing Models

Group pricing Differential pricing based on personal 
characteristics, purchase histories, zip codes, or 
behaviour patterns of customer groups.

Versioning Pricing based on the distinction of product 
features or attributes.
Time-based pricing.

Volume discounts Discounts based on multiple purchases of the 
same good or single purchases of large 
numbers.

Value-based pricing Goal: reduce customers’ (perception of) 
uncertainties, encourage long-term 
relationships, and share with the customers cost 
savings that result from a better integration with 
the customer
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Web-based Pricing Models: Examples

Customer 
characteristics

Weblining: the differentiation of offers is based 
on customer profiles

Product features Sales auctions: The example of Lufthansa
Reverse auctions: The example of TravelBids
Time-based pricing

Volume Discounts Demand pooling systems: The example of 
Accompany.com, letsbuyit.com

Value-based pricing “Name your own price”, Priceline



Weblining
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http://www.businessweek.com/2000/00_14/b3675027.htm
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InfoFlyway
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Random auctions still ongoing …
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Auction site for travel products

Source: http://www.skyauction.com/lp/cheap_airline_ticket_auctions.do
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TravelBids
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Example



… taken over by Microsoft and renamed Price Predictor 
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Letsbuyit
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Priceline
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Biztravel.com ... a Rosenbluth company 

"Refunds for 
delayed flights"

Innovative 
compensation 
scheme for 
delayed flights on 
selected airlines. 
Hal Rosenbluth 
argues, he would 
rather invest in 
compensating 
travelers then in 
advertising. 

“AmEx announced on July 15 
2003 it would buy the family-held 
Rosenbluth, which last year had 
more than $3 billion in revenue. 
American Express, which had 
$15.5 billion in travel-related 

revenue last year, said the deal 
would give it greater reach 

globally, upgraded technology 
and provide customers greater 

economy of scale.”
http://www.bizjournals.com/philadelphia/stories/2003/08/18/n

ewscolumn4.html
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Pricing Models: Innovations (1) 

Customer 
characteristics
Weblining

Micro-segmentation based on customer profiling 
(Weblining) 
Differential pricing is opaque for the customer, 
market participants do not have access to 
comprehensive price information. 
Or they cannot change their characteristics …

Product features, 
e.g.
a) Lufthansa auction
b) TravelBids

Product characteristics are defined by supplier (a) 
or customer (b).
Dynamic price building driven by competing 
customers (a) or travel agents (b).
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Pricing Models: Innovations (2)

Sales volume, 
e.g. 
Accompany, 
Letsbuyit

Initiative and responsibility for demand pooling 
are shifting from suppliers or vendors to 
intermediaries or customers 
However difficult to apply to airline tickets because 
the reference group for any single flight is fairly small. 

Customer utility, 
e.g. 
a) Rosenbluth
b) Priceline

Differentiation of service fees, high degree of price 
and cost transparency. Customer is enabled to 
influence the price by selecting the service level 
(customer-initiated service customization). 
Technology is used to support travel management 
and in particular customer processes.
Customers express their individual valuation of 
products and services.
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2. Pricing models – pricing strategies

1. The concepts of dynamic/ flexible pricing

3. Web impact on pricing models
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Technology: Web Impact on Pricing Models

The Web as global computer-mediated communication 
environment is a precondition for the emergence of efficient 
micro-segmentation pricing models based on flexible pricing 
and negotiations about product attributes. 
It facilitates low signalling cost and reduced time on the 
suppliers’ and the customers’ side, and it enables last minute 
allocation of products and services. 



Visibility of yield management (Lufthansa)
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Visibility of yield management (cntd.)
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Price variation across booking engines
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Traveljungle de

Expedia.de

Opodo.de
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Players: Intermediaries ...

reduce coordination and communication cost for buyers and 
sellers,
generate volume for the suppliers,
pool homogeneous demand in order to give individual 
customers access to suppliers’ volume discounts,
improve the likelihood of order fulfilment for the customers,
separate or even isolate the coordination mechanism from 
other sales and distribution channels and by this way limit spill-
over effects of price discounts, and
operate with varying levels of transparency.
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Benefits and Risks of Dynamic Pricing

... depend on the actors‘ perspective:

Suppliers ... benefit from additional revenues,
... face challenge of efficient combinations of 

pricing/ matching mechanisms
... risk channel competition

Intermediaries ... benefit from sales commissions and potentially 
advertising or collaboration revenues,

… risk disintermediation

Customers ... benefit from low price offers, increased 
transparency and customisable service 
offerings,

... risk inconvenience and uncertainty.
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Future Developments … From Pricing to Efficient 
Allocation? 

Customer-driven specification of service attributes
In addition to specifying fixed attribute combinations, intermediaries 
can assist customers to specify trade-off functions (alternative 
parameter settings combined with different prices) which allow 
suppliers to respond even more flexibly.
Customer preference signalling and response
While we have discussed different signalling solutions with more or 
less fixed offers, the communication platforms could be used by 
suppliers to signal alternatives which closely match the specification 
and negotiate about parameter settings, probably in multiple 
iterations. 
Customer-driven service innovation
A further step would be to facilitate customers to specify innovative 
attribute combinations they would cherish or to specify their 
preferences and requirements for future products.
New contractual models
Pricing could be based more radically on customer value (mobility 
instead of car ownership, ASP instead of software etc.)


