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Abstract
Pricing discrimination is one of the price strategies that are widely used in hospitality industry.  The hotels would practice this strategy to offer different prices to different customers by segmenting them into different customer group even they are purchasing an identical products or services.
Island Shangri-La Hotel is a five stars hotel in Hong Kong, also deploys such kind of pricing strategy. It uses both second-degree and third-degree pricing discrimination. To maximize the sale revenue, it is suggested that Island Shangri-La should explore new market segment by using the price discrimination strategy to appeal the new market.
Key words: five stars hotel, average daily rate (ADR), price elasticity of demand (PED), profit maximization



1. [bookmark: _Toc1487933]Introduction	
Globally, the number of business travelers and customers’ penchant for luxurious lifestyles is increasing in 2017, which boosted the demand for luxury stays in luxury hotel and the trend would remain go upwards in the coming 5 years. In Hong Kong, the total revenue of luxury hotels is increased by 7.9% in 2017 in general. Also, increasing the number of MICE (Meeting, Incentives, Conventions, and Events) travelers would give the luxury hotels a positive impact or revenue growth in the coming years. (Pearson, 2017) 
There were 283 hotels which providing over 79,200 rooms for travelers in Hong Kong at the end of March 2018. The average hotel room occupancy rate increased to 89% in 2017.  (GovHK, 2018)
Island Shangri-La, Hong Kong belongs to the group of Shangri-La Asia Limited which operating 103 hotels worldwide as of June 2018, with 55 hotels in China and 4 hotels in Hong Kong. The group currently owns and/or manages 4 brands: Shangri-La Hotels, Kerry Hotels, Hotel Jen, and Trader Hotels. (Shangri-La Asia Limited, 2018) Island Shangri-La, Hong Kong, located at Admiralty, is one of the five stars hotels in Hong Kong. It comprises 531 guestrooms (Deluxe and Horizon Club Rooms) and 34 suites which are among the largest in any hotel in the region. (Island Shangri-La Hotel, 2018) 
Facing the new opportunity, how a five stars hotel in Hong Kong do to maximize the profit for the Company?
Ivanov & Zhechev (2012) depicted revenue management (or yield management) is a practical price strategies and the application of information system to allocate the optimal capacity to the right consumer at the right price at the right time. It is an vital instrument for matching demand and supply by grouping consumers into different segment according to their buying behavior and allocating resources to the different segment so that to achieve the aim of revenues maximization.
Firstly developed by the airline industry, yield management has be widely applied on general business nowadays and it is accepted a common pricing strategy in many industries, such as in hospitality, food and beverage, retails, telephone operators, and other companies. This manage the inventory strategically and the process can result in price discrimination, and ultimately to gain maximum revenue. 

Price discrimination is one of the pricing strategies and is used between firms when they are seeking a market advantage. Price discrimination occurs when the identical goods or services are offered at different prices to different groups of consumers, for reasons not because of the. This is also allowing the company to understand, anticipate and influence consumer behavior in order to maximize the revenue from a fixed resource or capacity, for example hotel room booking and airline ticketing reservation. (Tomalieh, 2014)

This paper would study how the Island Shangri-La Hotel, a five stars hotel, uses the price discrimination strategy to maximize the profit. 


2. [bookmark: _Toc1487934]Case Study Design and Planning
2.1. [bookmark: _Toc1487935]Objective and Research Question
Price discrimination strategy is one of the pricing strategies commonly used in the hospitality industry. A five stars hotel, Island Shangri-La, how to deploy this strategy to maximize its sales revenue? Is price elasticity of demand (PED) important to a five stars hotel? We would also investigate if there is any room to expand the price discrimination approach to extent new customer groups.

2.2. [bookmark: _Toc1487936]Quantitative and Quality Data Collection Method
Quantitative data collection method was used in this study. To do this research, it is needed to capture the Island Shangri-La Hotel’s room Average Daily Rate (ADR) from the following online approach: Websites and Mobile App. These two ways are the most common practices for hotel room booking nowadays and anticipated in the future. (KPMG International, 2016)

The data are captured from two main sources: (i) directly from the Island Shangri-La Hotel and (ii) an external travel company. To be clear, the data collected from 4 ways: (1) the Company website (https://www.shangri-la.com/), (2) the Company Mobile App, (3) a travel Website (https://www.hotels.com/), and (4) a travel Mobile App (Hotels.com App). 

There are 3 main room types available at the Island Shangri-La Hotel: (i) Room: including harbor view and park view; (ii) Club Room: also including harbor view and park view; (iii) Suite: area from 883 square feet to 2,260 square feet.  In this paper, one room type is selected for study: a Club Room with park view. 

To capture the ADR data, different check-in dates or different quantity of hotel room were inputted via the said medias repeatedly. 

The first group of data is to see the relationship between the ADR and the room booking date. Is the ADR lower if the traveler books the room one in advance or 7 days in advance is lower? I assumed the traveler stays at the Hotel for 1 night, but with different check-in date. The date range from 1 day before the arrival date to 7 days before the arrival date, and 14 days before the arrival date, that means the check-in date are from tomorrow to 1 week later, and after 2 weeks respectively. 

The second group of data is to investigate the relationships between the ADR and the number of nights the traveler books. It is assumed that the traveler books through the Hotel website 14 days in advance from his arrival date, with purchasing different number of nights, the range from 1 night to 7 nights and 14 nights.

The third group of data is to look into the relationship between the ADR and the number of room the buyer books. It is assumed that the buyer check-in at the same day but with different number of room he books. 1 room, 2 rooms and 5 rooms are submitted on the Company Website and its Mobile App, and Hotels.com and its Mobile App. 

The forth group of data is to study the relationship between the ADR and the special seasons. It is assumed that the buyer books 3 nights of the room but at different festivals. Easter and Christmas festivals were selected. The date of 21st April, 2019 and 25th December, 2019 were inputted on the 4 mentioned medias.

2.3. [bookmark: _Toc1487937]Quantitative and Quality Data Analysis Method
From the Table 1 and Table 2, they show that there are negative correlation between the customer booking date (from 1 day to 6 days advance purchase) and the ADR. The shorter the length between the booking date and check-in date, the ADR is higher. However, if customer books the room 7 days in advance via the Hotel Mobile App or Hotels.com, the Hotel room price rises. 
Even they reserve the room 14 days in advance, the room price is still high, and such price is as same as the ADR you book 2 days in advance.  This is valid on (i) the Island Shangri-La Hotel Website, (ii) the Hotel’s Mobile App and (iii) the Hotels.com. However, there is no room provided from the Hotels.com Mobile App if the buyer books 14 days before the check-in date.
Table 1: ADR from the Island Shangri-La Hotel Website and Hotel’s Mobile App
	Stay for 1 nights
	Company Website (HKD)
	Company Mobile App (HKD)

	No. of Days In Advance From Check-in Date
	Check-in Date
	Pay Later
	Pay Now
	Pay Later
	Pay Now

	1 day before
	26th Feb 2019 (Tue)
	4,400
	-
	4,400
	-

	2 day before
	27th Feb 2019 (Wed)
	4,300
	-
	4,300
	-

	3 day before 
	28th Feb 2019 (Thu)
	4,200
	-
	4,200
	-

	4 day before 
	1st Mar 2019 (Fri)
	3,300
	-
	4,100
	-

	5 day before 
	2nd Mar 2019 (Sat)
	3,800
	-
	3,800
	-

	6 day before 
	3rd Mar 2019 (Sun)
	3,600
	-
	3,600
	-

	7 day before
	4th Mar 2019 (Mon)
	3,400
	3,060
	4,200
	3,780

	14 day before
	11th Mar 2019 (Mon)
	4,300
	3,655
	4,300
	3,655


				
Table 2: ADR from the Hotels.com Website and its Mobile App
	Stay for 1 nights
	Hotels.com (HKD)
	Hotels.com Mobile App (HKD)

	No. of Days In Advance From Check-in Date
	Check-in Date
	Pay Later
	Pay Now
	Pay Later
	Pay Now

	1 day before
	26th Feb 2019 (Tue)
	4,400
	-
	4,400
	-

	2 day before
	27th Feb 2019 (Wed)
	4,300
	-
	4,300
	-

	3 day before 
	28th Feb 2019 (Thu)
	4,200
	-
	4,200
	-

	4 day before 
	1st Mar 2019 (Fri)
	4,100
	-
	3,300
	-

	5 day before 
	2nd Mar 2019 (Sat)
	3,800
	-
	NA
	-

	6 day before 
	3rd Mar 2019 (Sun)
	3,600
	-
	NA
	-

	7 day before
	4th Mar 2019 (Mon)
	4,200
	-
	NA
	-

	14 day before
	11th Mar 2019 (Mon)
	4,300
	3,870
	NA
	-


 
From the Island Shangri-La Hotel Website (Table 3), the ADR for 1 night and 2 nights, the ADR are the same. Booing room 3 nights or more, the room price per night decreases. The ADR is continues to decrease until the customer books more than 6 nights. But if a customer book consecutive 14 days, they are charged at the highest price, even higher than the customer who books only 1 night. In general, the customer pays less if they settle the payment when he confirms the booing online, than he chooses pay at the Hotel.
Table 3: Different ADR with different number of days you stay at the Hotel
	14 Days Advance Purchase
	Company Website (rate/night)

	No. of Days 
Stay at Hotel
	Check-in on
	Pay Later
	Pay Now

	1 night
	12th Mar 2019 (Tue)
	HKD 4,300
	HKD 3,655

	2 nights
	12th Mar 2019 (Tue)
	HKD 4,300
	HKD 3,655

	3 nights
	12th Mar 2019 (Tue)
	HKD 4,266.67
	HKD 3,626.7

	4 nights
	12th Mar 2019 (Tue)
	HKD 4,100
	HKD 3,480

	5 nights
	12th Mar 2019 (Tue)
	HKD 4,000
	HKD 3,400

	6 nights
	12th Mar 2019 (Tue)
	HKD 4,066.67
	HKD 3,416.67

	7 nights
	12th Mar 2019 (Tue)
	HKD 4,066.67
	HKD 3,416.67

	14 nights
	12th Mar 2019 (Tue)
	HKD 4,578.57
	HKD 3,891.79



From the Table 4 and Table 5, they show customer only can enjoy the bulk purchase discount if he books 5 rooms or more through the Hotels.com Mobile App. Customers are charged at the same price no matter how many rooms they book when they are placing the order via Shangri-La Hotel Website or the Hotels.com Website. 
However, a customer is not allowed to book more than 1 room at a time via the Shangri-La Mobile App.



Table 4: Booking different number of room from the Hotel Website and its Mobile App
	Stay For 1 Night
	Company Website (HKD)
	Company Mobile App (HKD)

	 No. of Room
	Check-in Date
	Pay Later
	Pay Now
	Pay Later
	Pay Now

	1 room
	6th Mar 2019 (Wed)
	5,300
	4,770
	5,300
	4,770

	2 rooms
	6th Mar 2019 (Wed)
	5,300
	4,770
	NA
	NA

	5 rooms
	6th Mar 2019 (Wed)
	5,300
	4,770
	NA
	NA



Table 5: Booking different number of room from the Hotels.com and its Mobile App
	Stay For 1 Night
	Hotels.com (HKD)
	Hotels.com Mobile App (HKD)

	No. of Room
	Check-in Date
	Pay Later
	Pay Now
	Pay Later
	Pay Now

	1 room
	6th Mar 2019 (Wed)
	5,300
	4,770
	5,300
	4,770

	2 rooms
	6th Mar 2019 (Wed)
	5,300
	4,770
	5,300
	4,770

	5 rooms
	6th Mar 2019 (Wed)
	5,300
	4,770
	5,140
	4,626



From the Table 6 and Table 7, the room price charged at Easter Festival is much lower than the price offered at the Christmas time. The room rate at the Easter is similar to the room rate that customer books 5 days in advance from their check-in date (Table 1).  In general, the room rate at Christmas offered from any one of the medias is the highest compared with the room prices in the Table 1.
Table 6: ADR offered from the Island Shangri-La Hotel Website and its Mobile App
	Stay For 3 Nights
	Company Website (HKD)
	Company Mobile App (HKD)

	Holiday
	Check-in Date
	Pay Later
	Pay Now
	Pay Later
	Pay Now

	2019 Easter
	21st April 2019 (Sun)
	3,966.67
	3,371.67
	3,966.67
	3,371.67

	2019 Christmas 
	25th Dec 2019 (Wed)
	4,900
	4,165
	4,900
	4,165




Table 7: ADR offered from the Hotels.com Website and its Mobile App
	Stay for 3 Nights
	Hotels.com (HKD)
	Hotels.com Mobile App (HKD)

	Holiday
	Check-in Date
	Pay Later
	Pay Now
	Pay Later
	Pay Now

	2019 Easter
	21st April 2019 (Sun)
	4,162
	3,542
	4,967
	4,222

	2019 Christmas 
	25th Dec 2019 (Wed)
	4,933
	4,193
	5,733
	4,873


3. [bookmark: _Toc1487938]
 Analysis and Discussion
From the view of imperfect competition, there are three market forms: Monopoly, Oligopoly and Monopolistic Competition. 
Monopoly is the opposite to perfect competition. There is the only firm to supply a good or service, consumers have no alternatives, and the company set whatever the price it desires. Competitors are not able to enter the market. The utilities industry is an example in many countries. The utilities firm incurs large costs in setting up a plant and producing power. (Kenton, 2018)
Whereas monopolistic competition characterizes a market that many entities are offering similar products or services, but not perfect substitutes. It is easy to enter or exit the monopolistic competitive industry as the barriers to entry and exit are low. A firm is market power is relatively low. (Kenton, 2017) Hair salons or local grocery stalls are examples of monopolistic competition in the region.
However, oligopoly is the most common market form in the real world economics. Airlines industry and hospitality are two typical example of oligopoly. Oligopoly is always depicted as the competition among a few. There is no explicit number of firm is required, but it usually is somewhere between two to ten in the market (Baye, 2010) and they are selling homogeneous or differentiated products or services. Barriers to entry the market is comparatively high, this means only biggest firms can compete. Because of number of competitors are few, the interdependence in the decision-making of the rivals is affecting each other in certain extent, that may make the rival in the industry alter its own price or output, etc. Since rivals are interdependence, they have to deploy extensive marketing strategies to gain their market share in the industry. Thus, it will incur huge cost in promotion, marketing and brand awareness campaigns. And advertising and selling cost are also important. In general, collusion is an explicit or implicit agreement between existing dominant firms to avoid completion with one another. The firms avoid price cutting and they are always competing on the non-price element that to avoid price-war happen and accordingly drive out some firms from the market. (Toppr, n.d.)
To set up a new five stars hotel, it takes at least four to six years, depending on the scale and facility standard of a Hotel. The hotel set up cost and the operation cost are huge that a small firm cannot afford. This high entry barrier makes the new entrant not easy to enter the 5 stars hospitality industry. Island Shangri-La Hotel is a five stars hotel in Hong Kong located at Admiralty. There are three hotels are competing in a single district: Conrad Hong Kong and JW Marriott and Island Shangri-La. The number of the rivals is not much. The mentioned first two hotels are treated as main competitors of Island Shangri-La. From the above factors herewith discussed, this is confirmed that Island Shangri-La Hotel is in hospitality with oligopolistic structure. So, it has to closely monitor the hotel room rate of its competitors and budget certain amount for their advertising and marketing to ensure they are competitive in fighting for the market share.
Operating in a fierce industry, Island Shangri-La Hotel has to deploy strategic price approach to maximize the revenue for the Company. From the section 2.3, it shows that even the same room – Horizon Club Room, Island Shangri-La charges its customers at different prices. We would further to study how the Company uses price discrimination approach to maximize the profit.

[bookmark: _Toc1487939]The Price Discrimination Used by the Company
Price Discrimination is the one of the pricing strategies appropriate for the companies with monopolistic, monopolistically competitive, or oligopolistic structures, with various cost structures and degrees of market interdependence. Thus, Island Shangri-La can use this pricing approach to enhance profits in the hospitality industry. The purpose of price discrimination is generally to extract additional surplus from consumers. (Baye, 2010) This also transfers part of the consumer surplus from the consumer to the service or product provider. This means that the company will always obtain higher profit from the price discrimination strategy than the single price strategy. (Tomalieh, 2014)
Price discrimination occurs if the identical units of the product are sold at different prices, either to the same consumer or to different consumers. (Weber & Pasche, 2008) There are three forms of price discrimination in place.  
First-degree price discrimination (Customer willingness to pay) ideally, companies would like to deploy this kind of pricing strategy – this is charging each of consumer the maximum price he would be willing to pay for each unit of the good he purchases. (Baye, 2010) The companies capture all market surpluses and thus earn the highest possible profits. (Tomalieh, 2014) However, this is extremely difficult to implement because we never know precisely the maximum price the buyer is willing to pay.
Second-degree price discrimination (Purchased volume) the firms change the price according to quantity they sold. Larger the quantities of the identical product are sold the lower the unit price they offer. (Tomalieh, 2014)
Third-degree price discrimination (Market segment) the price offered by the company is altered by customer segment. Companies divide customers based on their different and  each group of customers are charged at different prices. (Tomalieh, 2014). It may be segmented by geographical area, the way of purchasing method, the purchasing time, or the specific seasons. 
Which type of the price discrimination strategies used by Island Shangri-La? Firstly, from the Table 1 and Table 2, the two tables show that the ADR are different if you book the room at different dates. If you will check-in tomorrow, you have to pay $4,400 / night, however, if you check-in a date later, the ADR is deducted to $4,300. This situation happen no matter you use any means to book a room from Island Shangri-La. Under this situation, the Company separates its customers into “urgent” or “not urgent” groups. If customer would like to check-in one day after the booking day, he or she is treated as urgent and has to pay highest. The Hotel is employing third-degree of price discrimination.
From Table 3, we know the Hotel offers the same ADR to the consumers who book one night or two nights. Here is no price discrimination strategy applied. But, if the consumers book three nights or more, he or she would be offered a cheaper unit price. The ADR is lower because of the quantity the consumer bought increase, we say this is second-degree price discrimination.
From the Table 4 and Table 5, they show that consumers can book more than one room through the Island Shangri-La Website, a travel Website and its Mobile App. From the two Websites, both of them are offering the same ADR to consumers no matter how many rooms they reserved. Whereas, consumers would gain the discount rate if he or she books five rooms, this means consumer can enjoy a bulk purchase discount if you are using the Hotels.com Mobile App to book specific number of room. This is referring to second-degree price discrimination.
From Table 6 and Table 7, they indicate that the ADR offered at Christmas is much higher than the ADR at Easter, even higher than the ADR for the consumer who would check-in on one day after booking date. In this case, the ADR is varied according to seasons or time; this is the third-degree of price discrimination approach.
From Table 1 and Table 6, they depict that the ADR offered by Island Shangri-La Website is as same as that offered from its Mobile App.  And from Table 1 and Table 2, they show that the ADP offered from the Company Website, its Mobile App, the travel Website and its Mobile App, in general, are the same. However, from Table 6 and Table 7, the ADR offered from the Company Website and Mobile App are lower than that from Hotels.com Website and its Mobile App. Even the ADR offered from Hotels.com Website and Hotels.com Mobile App are different. This approach is third-degree price discrimination because the consumers are segmented by the way of booking.
Finally, from the above seven tables, consumers are offered a lower ADR if the he or she pay immediately rather than pay at the Hotel. This is third-degree of price discrimination which the consumers are divided by the time of payment settlement.

[bookmark: _Toc1487940]An Evaluation of the Price Discrimination Technique used by the Company
How Island Shangri-La maximize the revenue by deploying the pricing strategy? Price discrimination is one of the pricing strategies that widespread deployed in the market. Price discrimination allows entities to capture extra sales from consumers without paying additional cost. When companies price-discriminate, they charge different buyers at separate prices. An example in hospitality is that the customer might be charged doubled who stays in the next same room to you.
Assume that two consumer considering booking the Horizon Club room at the same date. Mr. A is willing to pay up to HK$2,000 for the Horizon Club Room while Mr. B is willing to pay up to HK$4,000 for the same room in Island Shangri-La Hotel. If the Company only applies the single price strategy, it could sell either Mr. A 2 nights for HK$2,000 each or 1 night to Mr. B for HK$4,000 so that to gain HK$4,000 in revenue. But, if the Company price-discriminates, it could sell Mr. A at HK$2,000 and Mr. B at HK$4,000 and the Company would earn total sale revenue at HK$6,000.
If the hotel is offering too low for what customers are willing to pay, the Company will lose the profit margin that it potentially gains from the consumers. On the other hand, the hotel is offering too high ADR for the travelers who with a lower budget, the customer would choose other hotel and the Company lose this customer from the market. (Xotels, n.d.)
From the Figure 1, it is suppose QT is the number of room of Horizon Club Room. To get the maximum profit, we find the intersect point of marginal revenue (MR) curve and marginal cost (MC) curve, Point A, extent Point A to a point of demand (D) curve, Point B .To determine the corresponding ADR by cutting a line from Point B with Y-axis, that is $3,500. And the average total cost (ATC) is the Point C, $3,300, a intersect point of ATC curve with line AB. Thus, the economic profit (the red rectangle) under the single pricing is,
T
     200QT
To deploy the price discrimination strategy, Island Shangri-La sets partial number of room to a higher ADR, say $4,000 from the Figure 1. The quantity is supposed Q1. The maximized economic profit (the grey rectangle + the small red rectangle) would be:
  π1  1QTQ1
 700Q1200Q1 200QT
 500Q1 200QT   ˃
Hence, the different of the profit between single price strategy and the price discrimination: 
 π1  
(500Q1  200QT) 200QT
 500Q1
Figure 1: Profit Maximization under Price Discrimination in Island Shangri-La Hotel
[image: ]

Price discrimination captures part of consumer surplus from the consumers to the company or service provider. Island Shangri-La would always obtain a bigger revenues under price discrimination than applying a single pricing approach. (Tomalieh, 2014)
It is essential for the Island Shangri-La to know if their customers respond elastically or inelastically to the ADR change. Price elasticity is a measure of the relationship between room demand and a change in its price. This can be expressed in term of Price Elasticity of Demand (PED) (McCormick , 2015):
PED = % Δ Demand in Q / % Δ Price
McCormick (2015) stated that if a small change in price would accompanied by a large change in quantity demanded, that product would be classified as elastic, if only a small change in quantity demanded, it could say inelastic. For example, if PED of the Horizon Club Room is (-)2, a 10% reduction in ADR, that is from $4,000 to $3,6000, will result at 20% of revenue increased, that is (10.2) (500Q1 200QT ) = (600Q1  240QT )
It is important to understand the PED, the Hotel can forecast the impact of the price change on the sale revenue change. And there is several reasons affect the consumers react elastically or inelastically (McCormick , 2015): 
An effective advertising would win new customers for the Hotel, also enhance the brand awareness, at same time it can retain the loyalty of existing group of customers. So advertising would increase demand, reduces sensitivity to price changes and reduces PED.
Is the service and facility of the Hotel provided unique and desirable? If the customer experience is unique and desirable, even the ADR rises, travelers would be still willing to pay and exhibit an inelastic demand to the ADR change.
The proportion of total income and the amount you spent on the Island Shangri-La would also affect the consumers’ PED.
According to the Shangri-La Asia Limited’s (2017) annual report, the Shangri-La Mobile App is launched in January 2018, this is to leverage the advance technology nowadays so that to improve the cost and operational efficiency for the Company. However, the Company does not practice any price discrimination approach on the Company Mobile App, i.e. the ADR offered from the Website and the Mobile App are the same. With the upward trend of usage of Mobile App to reserve the room in Hospitality industry, this is the opportunity for the Hotel to capture new group of customers.
Meanwhile, many studies show (EY, 2014 & Landman, n.d.) that the millennials will be the largest consumer group in the travel and leisure sectors in the coming the next five to ten years. The millennial group is made up of the consumer born between 1981 and 1996, with the baby boomer (aged from 55 to 73) is retiring and the millennial group’s spending power increasing, together with the eager to travel habit element, the group will drive the success of hotels in the future. However, Island Shangri-La has no strategy or any price discrimination practice to appeal such group of customers.
Further, millennials are tech-savvy demographic and Price (2016) showed 46% of millennial travelers booked through a mobile phone or tablet and 68% will remain loyal to the hotel that offers them rewards with discount and updates.
There is about 7% of overnight MICE visitor incensement in Hong Kong last year (GovHK, 2018).  One of the main venues of MICE events is the Hong Kong Convention and Exhibition Centre (HKCEC) which is near to Island Shangri-La. Also, with their penchant for luxurious lifestyles (Pearson, 2017), there is the opportunity for Island Shangri-La to boost the sale revenue by appeal such kind of customers. 


4. [bookmark: _Toc1487941]Conclusion and Recommendation
[bookmark: _Toc1487942]Conclusion
Ng (2008, quoted in Mohamed, 2010, p.5) stated that price discrimination is a very common practice used in services that is to discriminate on the time when the consumer confirmed the purchase. There is a separation in the purchase and consumption of services, such as airlines and hotels charge difference prices according to when travelers purchase in advance. Weber & Pasche (2008) mentioned if the firm / Island Shangri-La practices the price discrimination strategy, it must be fulfilled the three condition: (1) the firm must be have market power, (2) their consumers must be differentiated in their price elastisities, (3) and customers cannot re-sales what they purchased.
The goal of price discrimination is to capture the market’s consumer surplus to maximize the revenue. Price discrimination may take three different forms. And Island Shangri-La is deploying both the second-degree and third-degree price discrimination. The second-degree of price discrimination applied when the traveler purchase different quantity sold, such as three nights or more. Whereas, third-degree of price discrimination practiced while the consumer books the room in different dates, different season, or using different way of booking, the hotel is charging them different ADR.
Tomalieh (2014) argued that in the hotel industry, spare rooms are sold on a last minutes at standby basis. The fixed costs of operation are high. If there are unsold rooms, it is suggested to offer any spare capacity at a discount prices or cheaper price so that at least to covers the marginal cost of each unit. But this theory not applied on Island Shangri-La, a five stars hotel. From the study above, we learnt that if the traveler book closer to the check-in date, the ADR offered is highest. This is because closer to the time of check-in, the justification is the consumer’s demand for the room becomes inelastic. Customer who book late, always regard his / her trip as a must and they seems willing to pay a higher price. 
[bookmark: _Toc1487943]Recommendations
	Island Shangri-La is deploying third-degree price discrimination focusing on the time of purchasing and seasons, however, it is opportunities for the Company to launch the new strategies that applied the price discrimination approaches on millennial segment and the MICE segment that many research and statistics (EY, 2014, GovHK, 2018, Landman, n.d. & Price, 2016) indicated that these two groups of customers would have positive contribution on the hospitality industry and is vital for the hotel in the future.
4.1.1. Price discrimination to appeal the millennials
Take Advantage of the New Launched Mobile App
Shangri-La Asia has launched the new Mobile App in January last year. There is membership program is you register as the member. However, the ADR offered on the Company Website and the Mobile App are the same. To appeal the millennial to book the Island Shangri-La during their vocation or business, it is suggested that the Company should give a one-time discount / award once they register in Shangri-La Mobile App. This is an alternative third-degree price discrimination approach the Company can promote. This is based on the millennials characteristic of tech-savvy and price-savviness. (Landman, n.d.)
Brand Loyalty Program
An effective advertising is essential to set up the brand awareness in the target customers’ mind. With their strong sense of brand loyalty in millennials’ mind, the PED reduced and Island Shangri-La has a good chance to gain repeat millennial custom.
4.1.2. Price discrimination to capture MICE travelers
This is another important target group of Island Shangri-La. As the habit of MICE travels shift to keen on luxurious stay (Pearson, 2017), a five stars hotel and services is what they are looking for during their business trip. This is the opportunities for Island Shangri-La to launch a third-degree price discrimination strategy to capture their needs. The Company can offer a special ADR for the MICE traveler when they purchase repeatedly.
 
Appendix
[bookmark: _Toc534339796][bookmark: _Toc534339941][bookmark: _Toc534646922]Where did consumers shop last year and would buy in next 2 years? (Source: KPMG International, 2016)
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Room Price from the Hotel Website (booking for 1 night):
	No. of Days In Advance From Check-in Date
	Company Website 

	1 day before
	[image: ]

	2 day before
	[image: ]

	3 day before 
	[image: ]

	4 day before 
	[image: ]

	5 day before 
	[image: ]

	6 day before 
	[image: ]

	7 day before
	[image: ]

	14 day before
	[image: ]




Room Price from the external website
	No. of Days In Advance From Check-in Date
	Hotels.com Website 

	1 day before
	[image: ]

	2 day before
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	3 day before 
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	4 day before 
	[image: ]

	5 day before 
	[image: ]

	6 day before 
	[image: ]

	7 day before
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	14 day before
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Booking from Company Website 
	No. of Days booked
	Company Website 

	3 nights 
	[image: ]

	4 nights 
	[image: ]

	5 nights 
	[image: ]

	6 nights 
	[image: ]

	7 nights
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	14 nights
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[bookmark: _GoBack]Booking 1 room / 3 rooms / 5 rooms on 6th Mar 2019 via the Company Website
	No. of room booked
	Company Website 
	Hotels.com Website 

	1 room
	[image: ]
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	2 rooms 
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	5 rooms 
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	[image: ]



Easter Holiday Room Rate 2019
	Holiday
	Company Website 
	Hotels.com Website 

	Easter
	[image: ]
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	Christmas
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Student Self Evaluation Form 

	Student name:
	Harriet Li
	Student number:
	1812208

	Programme:
	MBA
	Year of programme 
	Year 2018-2020

	Assignment Title:
	Price Discrimination Strategy by Island Shangri-La Hotel – An Integrative Case Study


This section repeats in brief the common assessment criteria detailed on previous pages. The extent to which these are demonstrated by you determines your mark. Using these criteria, tick the box that best indicates the level of achievement you feel you have achieved with regard to each of them. 

	Common Assessment Criteria Applied
	Level of Achievement

	
	REFER
	PASS
	DISTINCTION

	
	FAIL
	FAIL
	MARGINAL FAIL
	SATISFACTORY
	GOOD to VERY GOOD
	EXCELLENT
	EXCEPTIONAL

	1. Engagement with literature
	0-29%
	30-39%
	40-49%
	50-59%
	60-69%
	70-84%
	85-100%

	
	
	
	
	
	
	
	

	2. Knowledge and Understanding 
	0-29%
	30-39%
	40-49%
	50-59%
	60-69%
	70-84%
	85-100%

	
	
	
	
	
	
	
	

	3. Cognitive and intellectual skills

	0-29%
	30-39%
	40-49%
	50-59%
	60-69%
	70-84%
	85-100%

	
	
	
	
	
	
	
	

	4. Practical Skills
	0-29%
	30-39%
	40-49%
	50-59%
	60-69%
	70-84%
	85-100%

	
	
	
	
	
	
	
	

	5. Transferable Skills for Life and Professional Practice
	0-29%
	30-39%
	40-49%
	50-59%
	60-69%
	70-84%
	85-100%

	
	
	
	
	
	
	
	



	PLEASE COMMENT ON AREAS IN WHICH YOU FEEL THAT YOU HAVE PERFORMED WELL 
	PLEASE COMMENT ON AREAS YOU FEEL THAT YOU NEED TO DEVELOP

	Actively involved in the lecture

	Should brainstorm more every case in the lecture


	Student’s Name
	Harriet Li
	Date
	1st March 2019

	Student’s Signature
	[image: ]
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