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ExECuTivE SuMMARy

An Exploration of Strategic Positioning

T
his study explores the effects of competitor pricing levels on relative revenue on a sample of over 
4,000 hotels in Europe over a ten-year period (2004–2013). Hotels in this European sample, 
which included both independent and chain-affiliated properties, achieved higher revenue per 
available room (RevPAR) than direct competitors when they positioned their hotels with 

comparatively higher prices. These data revealed that regardless of the economic situation of the time 
period, hotels that positioned with average daily rates (ADRs) above those of their direct competitors 
benefited from higher relative RevPAR even though they experienced lower comparative occupancies. 
This finding was stronger for chain-affiliated hotels than for independent hotels. Maintaining a 
consistent relative price over time (as compared to having a fluctuating price) did not significantly 
affect revenue performance, controlling for hotel type and location. A further analysis of hotels in the 
Netherlands likewise found the same connection between relatively higher rates and revenue. As is the 
case with previous, similar studies, the findings argue for a firm, strategic approach to pricing, rather 
than a reactive or strictly tactical approach. 

Keywords: Pricing strategy, revenue management, competitive dynamics, price positioning, discounting, hotel industry
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CoRnELL HoSPiTALiTy REPoRT

Hotel operators are extremely sensitive to the pricing behavior of their competitors, 
but setting rates should not be merely a tactical matter, even though there’s no doubt 
that competitors are an important factor to consider in hotel pricing. Instead, price 
setting should be part of a hotel’s overall strategy, and that pricing should reflect the 

hotel’s position in providing customer value at a given cost, as well as capture the relative comparative 
advantage and the actions and reactions of market players. This mindset considers pricing as a strategic 
capability that is integral to a company’s overall strategy.1 Such a strategy would include pricing tactics 
indicated by revenue management analysis and economic conditions. 

1 S. Dutta, M.E. Bergen, D. Levy, M. Ritson, and M. Zbaracki, “Pricing as a Strategic Capability,” MIT Sloan Management Review, Vol. 43, No. 3 (2002), 
p. 61.
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As changing market conditions and technological 
advances stimulate innovations and strategic investments 
in revenue management, managers fundamentally need to 
know how to increase firm performance via pricing to drive 
higher revenue and stay ahead of the competition.2 Despite a 
well-developed science of pricing, managers in many indus-
tries still rely on rules of thumb, including cost-based pric-
ing, or they react to competitors’ pricing moves.3 In a series 
of hotel pricing studies with several colleagues, authors Enz 
and Canina have established the importance of a consistent 
pricing strategy,4 one that does not rely on neoclassical 
theories of perfect competition.5 In this paper, we extend 
that series of studies with a broad sample of European hotels 
examined over a ten-year period. This study augments an 
earlier examination of European hotels over a shorter time 
period.6 

Rather than allow outside forces to drive pricing 
strategy, we advocate the resource-based approach, which 
emphasizes that firms make strategic positioning choices 
informed by their specific bundle of capabilities and their 
value proposition.7 Viewing competitive hotel pricing from 
a strategic resource based perspective does not negate the 
challenges of pricing, but some players will consistently 
make better decisions, which will lead to higher RevPAR 

2 P. Pekgün, R.P., Menich, S. Acharya, P.G. Finch, F. Deschamps, K. Mal-
lery, and J. Fuller, “Carlson Rezidor Hotel Group Maximizes Revenue 
through Improved Demand Management and Price Optimization,” Inter-
faces, 43, No. 1 (2013), pp. 21-36.
3 S. Liozu, A. Hinterhuber, and T. Somers, “Organizational Design and 
Pricing Capabilities for Superior Performance, Management Decision, 52, 
No. 1 (2014), pp. 54-78.
4 For example, see: C. Enz, L. Canina, and M. Lomanno, “Competitive 
Pricing Decisions in Uncertain Times,” Cornell Hospitality Quarterly, 
Vol. 50, No. 3 (2009), pp. 325-341; C. Enz, and L. Canina, “Competitive 
Pricing in European Hotels,” Advances in Hospitality and Leisure, Vol. 6 
(2010), pp. 3-25; and Liozu et al., op.cit.
5 J.I. Van der Rest and A.J. Roper, “A Resource-advantage Perspective on 
Pricing: Shifting the Focus from Ends to Means-end in Pricing Research?,” 
Journal of Strategic Marketing, Vol. 21, No. 6 (2013), pp. 484-498; and 
S.D. Hunt and R.M. Morgan, “The Comparative Advantage Theory of 
Competition,” Journal of Marketing, Vol. 59, No. 2 (1995), pp. 1–15
6 Cathy A. Enz, Linda Canina, and Mark Lomanno, “Strategic Pricing in 
European Hotels: 2006–2009,” Cornell Hospitality Report, Vol. 10, No. 5 
(2010), Cornell Center for Hospitality Research.
7 J. Barney, “Firm Resources and Sustained Competitive Advantage,” Jour-
nal of Management, Vol. 17, No. 1 (1991), pp. 99-120.

relative to their competitive set, as a result of their distinc-
tive bundle of (pricing) capabilities. While research has 
explored the development of pricing capabilities,8 few stud-
ies so far have empirically examined whether an explicit stra-
tegic choice to avoid tactical price fluctuations and to resist 
undercutting tactics to steal market share in the short run by 
price positioning below competitors actually pays off. 

In sum, this study explores the degree to which strategic 
price positioning, conceptualized as the degree to which a 
hotel prices above or below its competitive set, as well as 
price fluctuations, affect relative revenue per available room 
for European hotels in a broad set of nations. We also drill 
down to analyze the situation in a single nation, the Nether-
lands. Establishing the empirical relationship between price 
stability and performance, together with the benefits from 
stable and comparatively higher price positions can serve as 
a basis for further research by others exploring what pric-
ing capabilities actually explain the observation that some 
managers make the right decisions and others do not. We 
again study European hotels to extend prior work on explicit 
strategic pricing choices in Europe.9 Because Europe hosts a 
somewhat larger percentage of independent hotels that does 
the U.S., this study of European hotels allows for a compre-
hensive exploration of price positioning for both chain-affili-
ated and independently owned and operated enterprises. 

Strategic Pricing
A firm’s strategic price position reflects where it positions it-
self in the long term relative to the competition. One impor-
tant pricing tactic involves revenue management, for which 
price optimization has emerged as a key element. We note a 
recent study that links short-term pricing tactics that would 
include typical revenue management recommendations with 
longer-term strategic positioning.10 In that examination of 
U.S. hotels, Breffni Noone together with authors Enz and 

8 For example, see: J.I. Van der Rest, “Room Rate Pricing: A Resource-
advantage Perspective,” in: Accounting and Financial Management: 
Developments in the International Hospitality Industry, ed. P.J. Harris and 
M. Mongiello (Oxford: Elsevier-Butterworth-Heinemann, 2006), pp. 211-
239; and Liozu et al., op.cit.
9 For example, see: Enz and Canina, op.cit. 
10 B.J. Noone, L. Canina, and C. Enz, “Strategic Price Positioning for Rev-
enue Management: The Effects of Relative Price Position and Fluctuation 
on Performance,” Journal of Revenue and Pricing Management, Vol. 12 
(2013), pp. 207-220.

http://pubsonline.informs.org/action/doSearch?text1=Menich%2C+R+P&field1=Contrib
http://pubsonline.informs.org/action/doSearch?text1=Acharya%2C+S&field1=Contrib
http://pubsonline.informs.org/action/doSearch?text1=Finch%2C+P+G&field1=Contrib
http://pubsonline.informs.org/action/doSearch?text1=Deschamps%2C+F&field1=Contrib
http://pubsonline.informs.org/action/doSearch?text1=Mallery%2C+K&field1=Contrib
http://pubsonline.informs.org/action/doSearch?text1=Mallery%2C+K&field1=Contrib
http://pubsonline.informs.org/action/doSearch?text1=Fuller%2C+J&field1=Contrib
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late demand or steal market share. Because this study’s 
ten-year time period included periods of both economic 
prosperity and downturn, we are able to analyze hotels’ 
performance under varied economic conditions.

Fluctuating Price and Positioning
To position itself in the long term, a firm needs clear po-
sitioning goals that inform the tactical day-to-day pricing 
decisions and ensures that these activities comply with 
the overall strategy.14 Competitor prices are a part of the 
calculus that links long- and short-term pricing. In that 
light, Lieberman argues that competitor prices should 
be considered to facilitate responsive positioning and 
mitigate conflicts.15 The impact of relative price position 
on performance has been studied in considerable depth,16 
but the relationship between price fluctuation and financial 
performance is an issue that should be explored in greater 
detail.17 Picking up from an earlier study, we investigate 
whether price fluctuations have a negative impact on rev-
enue performance in our sample of European hotels. While 
this question has received some attention in the revenue 
management literature, it has not been clearly linked to 
price positioning strategy. 

Based on other research and the study that co-authors 
Enz and Canina conducted with Breffni Noone, we expect 
that extensive price fluctuations will diminish revenue 
performance in our sample, due to the impact of price vari-
ability on customer risk and perceptions of brand equity.18 
We further argue that a consistent strategy of establishing 
a higher relative price position than the competition will 
benefit revenue performance, in keeping with the stream of 
studies by Enz, Canina, and colleagues that suggest that rel-
ative price position is an essential element of strategic pric-
ing success.19 As is the case in many destinations, European 
hotel demand can be volatile, making consistent pricing 

14 M. Hawtin, “The Practicalities and Benefits of Applying Revenue 
Management to Grocery Retailing, and the Need for Effective Business 
Rule Management,” Journal of Revenue and Pricing Management, Vol. 
2, No. 1 (2003), pp. 61-68.
15 W. Lieberman, “Revenue Management Trends and Opportunities,” 
Journal of Revenue and Pricing Management, Vol. 3, No. 1 (2004), pp. 
91-99.
16 I.M.S. Alam, L.B. Ross, and R.B. Sickles, “Time Series Analysis of 
Strategic Behavior In the U.S. Airline Industry,” Journal of Productivity 
Analysis, Vol. 16 (2001), pp. 49-62; and Enz and Canina, op.cit.
17 Noone et al., op.cit.
18 D. Aaker, Building Strong Brands (New York: The Free Press, 1996); 
and J. Swait and T. Erdem, “The Effects of Temporal Consistency of 
Sales Promotions and Availability on Consumer Choice Behavior,” Jour-
nal of Marketing Research, Vol. 39, No. 3 (2002), pp. 304-320.
19 For example, see: Enz, Canina, and Lomanno (2010), op.cit.; and R. 
Bolton and V. Shankar, “An Empirically Derived Taxonomy of Retailer 
Pricing and Promotion Strategies,” Journal of Retailing, Vol. 79 (2003), 
pp. 213-224.

Canina tested the effects of strategic relative price position 
and relative price fluctuations on RevPAR performance of 
almost seven thousand U.S. hotels over an eleven-year time 
period.11 That study revealed that strategic price positioning 
and price fluctuations are key variables for understanding 
longer-term performance. We extend this earlier work by 
exploring positioning and fluctuations for European hotels 
in broadly diverse nations over a ten-year time horizon that 
includes periods of weak and strong economic climates. 

This study extends the examination of the positioning 
question of whether a hotel that sets its prices higher than 
those of competitors obtains higher long-term performance. 
The outcome hinges in part on hotel guests’ price elasticity. A 
meta-analysis of industrial pricing by Hinterhuber relegates 
price sensitivity to the status of a myth, and he further asserts 
that high prices and high market share are not incompati-
ble.12 Our study tests that notion. If demand remains virtually 
the same when a hotel sets its prices higher than that of its 
competitors (that is, demand is price inelastic), it is likely that 
this hotel will experience higher revenues. On the other hand, 
if a hotel drops its price relative to the competition and this 
practice leads to substantial increases in occupancy (that is, 
demand is price elastic), it is possible that the hotel will ex-
perience higher revenues. We examine the effects of strategic 
price positioning by looking at the degree to which hotels that 
offer high prices relative to their competitors will experience 
lower occupancy and accompanying lower revenues. We 
acknowledge that cost structure and total revenue manage-
ment issues are critical in making pricing decisions, but this 
investigation focuses only on issues of occupancy and revenue 
in competitive situations. 

Liozu and colleagues have found that competitive 
intensity negatively moderates the relationship between 
organizational confidence and firm performance, but not the 
relationship between pricing capabilities and performance.13 
Their work suggests that when competition is intense com-
petitors with confidence in how they position will have better 
performance. These results would suggest that hotels that 
maintain price stability when facing intense competition may 
have higher performance. By the same token, hotels with 
the confidence to offer prices that are higher relative to their 
competitors should experience higher performance. However, 
the nature of overall economic periods may moderate these 
linkages. In prosperous times, for example, some competitors 
typically raise prices in sync with rising new demand. In diffi-
cult economic times competitors often drop prices to stimu-

11 Ibid.
12 Andreas Hinterhuber, “Towards Value-based Pricing—An Integrative 
Framework for Decision Making,” Industrial Marketing Management, Vol. 
33, No. 8 (November 2004), pp. 765-778.
13 Liozu et al., op. cit.
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decisions difficult. In addition, independent hotels constitute 
the majority of hotel inventory in Europe, unlike the U.S. 
markets. Although the bulk of our data came unavoidably 
from chain hotels, we were able to test the effects of price 
positioning dynamics on a solid sample of independents.

As we noted at the outset, the revenue impact of a price 
change depends on the price elasticity of demand. Some 
empirical studies within the U.S. have shown hotel demand 
to be relatively price inelastic. Although we do not directly 
address price elasticity in this study, that concept is implicit 
in our analysis. We follow the approach of previous stud-
ies in this series by calculating the revenue and occupancy 
impact of individual hotel pricing decisions compared to 
competitors’ prices, revenues, and occupancies.20 This ap-
proach allows for the exploration of the impact on demand 
and rooms revenue of pricing differences among hotels that 
directly compete in local markets. We then explore the im-
pact of price fluctuations and relative positioning on revenue 
performance.

Method: Sample 
Our data were obtained from STR Global, the foremost 
source of hotel supply and demand data worldwide. The STR 
Global data consisted of monthly hotel-level performance 
data—room revenue and rooms sold for the period 2004-
2013 for a broad sample of European hotels. In addition, 
STR supplied categorical variables that describe some of the 
characteristics of each hotel. We excluded properties with 
less than 12 months of data in any of the years under review, 
resulting in a sample size of 4,120 hotel properties in 37 
nations. Hotel size ranged from 9 to 1,200 rooms, and the 
sample was composed of 26 percent independent properties, 
with the remainder being chain-affiliated hotels. The propor-
tions of independent and chain hotels varied by country. The 
hotels in certain countries (with small sample sizes) were all 
chain affiliated: namely, Azerbaijan, Croatia, Georgia, Ka-
zakhstan, and Turkey. The Norwegian hotels in this sample 
were all independent, on the other hand, and other nations 
had small percentages of chain hotels: Estonia, Iceland, 
Latvia, Monaco, and Sweden. Most of the countries with a 
large number of hotels in our sample also had fairly substan-
tial chain penetration. This included  the United Kingdom 
(n = 2,403), 88.64 percent chain; Germany (n = 273), 91.94 
percent; Italy (n = 234), 64.96 percent; Spain (n = 179), 90.50 
percent; Netherlands (n = 127), 85.04 percent; Ireland (n = 
90), 53.33 percent; and Switzerland (n = 90), 57.78 percent. 

The unit of analysis was the individual hotel, and the 
sample included all hotel types as defined by STR (i.e., lux-
ury, upscale, midscale, economy, and budget) and locations, 
also compiled by STR (i.e., urban, suburban, airport, inter-
state, resort, and small town or metro). Relying on monthly 

20 Enz and Canina, op.cit.

property-level data for each of the ten years, the analyses 
were aggregated to annual levels to minimize possible 
seasonal pricing irregularities. For each year, we calculated 
the annual number of rooms sold, annual number of rooms 
available, and annual rooms revenue for each property and 
for each property’s competitive set. 

Each hotel’s competitive set was determined by the 
hotel itself, according to STR Global’s guidelines. In Europe 
STR Global requires a hotel to specify a minimum of four 
competitive properties, none of which are affiliated with that 
hotel’s brand, management, ownership, or asset management 
company. In addition, no individual hotel in the competitive 
set can account for more than 50 percent of the competitive 
set’s total room supply, nor can a single brand account for 
more than 60 percent of the competitive set’s total room sup-
ply. Our study used the competitive sets thus established. 

Hotels that were unable to achieve a percentage differ-
ence in RevPAR within one standard deviation of zero from 
their competitors were excluded from this study, on the 
grounds that they were noncompetitive, a procedure applied 
in prior studies in this series.21 This methodology ensures 
that the comparison hotels were true competitors. It is es-
sential to the accuracy of this analysis that the performance 
of a given hotel is comparable to that of its competitive set; 
otherwise the study may err on the side of comparing hotels 
that in fact do not compete and should not be compared. 
Consequently, to check that each hotel had correctly identi-
fied its competitors, we also analyzed past performance to 
ensure that the hotels were truly comparable competitors.22 
As with earlier studies in this series, we assigned each hotel 
to one of ten different pricing strategy categories based on 
the percentage difference in each hotel’s ADR from its com-
petitive set by year, using five graduated categories of lower 
comparative prices and five categories for higher prices. 

Measured Variables
Performance Over Time: Our study gauges performance 
as revenue per available room (RevPAR), by dividing total 
room revenue over the 10-year period by the total number 
of rooms available for sale over the 10-year period. 

Price Position Over Time: We used average daily rate 
(ADR) relative to the competitive set as our measure of 
price position. We computed relative annual ADR for each 
hotel in the sample as the average percentage difference of 
the annual ADR from that of the competitive set over the 
10-year period. The annual percentage difference calculation 
was made in the usual way, by comparing the ADR of each 
hotel with that of its competitive set and stating the result as 
a percentage. 

21 See: Enz, Canina, and Lomanno (2009), op.cit.
22 Ibid.
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Country
no. of 
Hotels

no. of 
Hotel-
years

 ADR occupancy RevPAR
Mean Minimum Maximum Mean Minimum Maximum Mean Minimum Maximum

(u.S. Dollars) (Percentage) (u.S. Dollars)

Austria 70 192 164.63 57.65 622.94 72.92 41.64 95.82 117.03 41.09 389.90
Azerbaijan 5 9 203.19 151.11 269.71 42.56 16.94 54.77 85.34 37.80 130.89
Belgium 55 155 156.11 84.41 250.58 67.08 31.12 86.65 104.03 40.00 186.98
Bulgaria 9 16 127.17 75.93 208.77 54.35 4.52 74.45 68.90 5.83 143.85
Croatia 1 1 155.94 155.94 155.94 28.04 28.04 28.04 43.72 43.72 43.72
Cyprus 6 15 227.14 133.08 336.60 52.12 36.82 69.34 121.41 49.45 202.95
Czech 
Republic 58 308 122.50 40.73 624.98 68.28 18.49 91.73 82.96 17.41 257.17
Denmark 32 168 150.39 79.50 456.00 66.12 16.55 89.49 99.45 15.52 263.50
Estonia 7 34 100.05 67.70 132.70 56.54 5.52 68.30 56.77 5.86 80.51
Finland 81 353 137.04 79.38 223.02 64.68 28.05 84.88 89.23 37.16 180.53
France 72 164 256.13 65.31 991.91 68.07 22.09 89.30 175.40 32.30 698.43
Georgia 4 12 137.60 102.16 178.64 66.90 49.68 81.55 90.53 62.96 116.80
Germany 273 812 139.43 46.16 502.86 66.02 33.59 91.30 92.23 19.43 375.51
Greece 6 19 277.16 157.58 542.94 68.49 62.05 76.35 192.31 106.78 399.59
Hungary 26 153 114.95 43.13 214.43 65.12 25.28 86.20 76.16 13.91 147.76
iceland 2 17 136.14 80.76 209.63 68.05 58.08 76.92 92.05 50.08 140.88
ireland 90 412 150.93 60.45 509.52 71.06 24.65 96.17 106.36 26.79 342.54
israel 9 25 183.72 98.12 306.09 68.91 43.03 85.41 127.16 60.03 232.38
italy 234 504 235.92 79.85 959.32 63.85 16.35 94.71 152.11 19.14 665.76
Kazakhstan 1 1 314.18 314.18 314.18 56.32 56.32 56.32 176.94 176.94 176.94
Latvia 13 47 98.86 56.52 212.25 58.22 33.97 79.41 58.10 28.80 150.88
Lithuania 14 44 89.22 32.43 158.12 60.58 23.54 77.99 52.88 19.13 107.91
Malta 9 24 134.78 87.91 173.77 64.62 11.65 78.12 87.13 18.50 135.76
Monaco 4 13 439.46 228.12 735.66 57.16 41.83 65.06 251.41 95.41 371.21
netherlands 127 358 179.60 78.64 590.38 73.65 36.30 95.27 132.84 43.58 425.42
norway 4 15 241.53 141.02 331.30 67.97 49.65 81.78 164.40 100.44 224.77
Poland 72 287 112.39 44.11 240.86 65.35 22.45 91.13 73.21 15.77 153.99
Portugal 32 71 169.79 65.35 438.55 62.07 33.37 87.47 101.80 30.68 215.91
Romania 17 99 131.31 48.53 264.08 58.21 24.04 81.94 78.80 25.52 189.19
Russia 73 250 252.32 61.29 686.98 62.69 8.46 86.89 156.85 11.36 479.87
Slovakia 16 40 98.97 49.24 166.79 52.62 18.34 86.33 51.95 20.63 98.74
Spain 179 418 172.63 47.61 508.02 65.44 20.71 99.50 111.15 32.60 315.58
Sweden 3 18 201.49 143.32 312.92 69.68 39.24 80.35 138.21 94.81 188.90
Switzerland 90 159 253.50 94.31 806.91 69.76 33.19 90.48 172.94 47.51 548.42
Turkey 17 31 214.34 91.45 377.31 68.95 32.19 84.04 149.35 42.19 281.66
ukraine 6 16 266.93 90.24 412.96 53.47 15.98 67.81 140.85 48.41 257.55
united 
Kingdom 2,403 12,012 129.88 35.71 998.35 73.26 5.27 108.61 96.04 4.22 830.24
Total or 
Average 4,120 17,272 180.47 91.05 416.92 62.68 28.89 81.62 112.65 41.67 274.39

Exhibit 1

Descriptive Statistics



Cornell Hospitality Report • February 2015 • www.chr.cornell.edu   11

Price Fluctuation 
Over Time: To measure 
price fluctuation we 
adopted the approach we 
took with our colleague 
Breffni Noone, in which 
we measured the relative 
variability in ADR over 
time, by calculating the 
standard deviation of the 
annual ADR percent-
age difference from the 
competitive set over the 
10-year period.23 For any 
given hotel property, the 
greater the variability in 
relative ADR over the 
10-year period, the higher 
the price fluctuation 
score. 

Annual Compara-
tive Price, Occupancy, 
and RevPAR: Our rela-
tive pricing measure was 
the percentage difference 
between each hotel and its competitive set of hotels on price, 
demand, and revenue. We used the percentage difference 
in ADR among direct competitors as the basis for making 
comparisons in pricing strategy (and as we said to elimi-
nate noncompetitive hotels). The five graduated positive 
and five negative price difference categories ranged from 
15- to 30-percent above or below the competition to 0- to 
2-percent above or below competitors. After grouping hotels 
according to their pricing differences, we calculated the per-
centage difference between each hotel and its competitive set 
on occupancy and RevPAR. We divided our data into three 
distinct time periods to reflect economic periods of growth 
and recession.

Analysis
In addition to the reported percentage differences, we 
ran multiple regressions to test the effects of relative price 
position and of price fluctuation on RevPAR performance, 
controlling for hotel type and location. The luxury hotel 
segment was used as the regression reference group for hotel 
type, and resort location was the reference group for the 
location variable. We also conducted separate price position-
ing analyses for independent and chain-affiliated hotels. 

To further explore a specific European market we ex-
amined the pricing dynamics within the Netherlands, which 

23 Noone et al., op.cit.

was the country whose hotels reported the highest occu-
pancy levels during the period of the study. 

Results
As was the case in similar studies, we found that hotels that 
consistently maintained an ADR somewhat higher than 
that of their competitive set also enjoyed a relatively higher 
RevPAR. A summary of the descriptive data for this sample 
is presented in Exhibit 1. It shows the countries included in 
the sample, the number of hotels in each country, and sum-
mary information regarding ADR, occupancy, and RevPAR. 
Given the sample characteristics as both cross-sectional and 
time-series (with annual data over the 2004-2013 period), 
the entire sample contains 17,272 hotel-years. The average 
ADR ranges from a high of US$439.46 in Monaco to a mod-
est $89.22 in Lithuania. The average annual occupancy rates 
range from a high of 73.65 percent in the Netherlands to just 
28.042 percent in Croatia. The descriptive statistics reveal 
substantial absolute differences in occupancy, ADR, and 
RevPAR in various regions of Europe. 

The results of our comparison of hotel pricing strategies 
during the ten-year period for all 4,120 European hotels in 
our sample are shown in Exhibit 2. The data suggest that rel-
ative occupancies do not significantly fluctuate with changes 
in relative price, given a reasonably flat percentage differ-
ence from the competition on the occupancy line mapped 
in Exhibit 2. The maximum occupancy advantage over the 

Exhibit 2

RevPAR and occupancy differences in European hotels, 2004–2013

15-30% 10-15% 5-10% 2-5% 0-2% 0-2% 2-5% 5-10% 10-15% 15-30%
Lower Lower Lower Lower Lower Higher Higher Higher Higher Higher

Occupancy 5.90 3.20 2.08 2.01 1.57 1.33 1.46 0.53 -1.16 -3.46
RevPAR -16.67 -9.52 -5.46 -1.54 0.58 2.37 4.98 7.87 10.92 15.93
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competitive set—5.90-percent higher—was obtained by 
those hotels that had l5- to 30-percent lower comparative 
ADRs. If lower prices are designed to steal market share, as 
these data indicate, we see this as a weak trade-off. The mag-
nitude of the gain in occupancy was quite low for those who 
priced lower than competitors, and as we discuss next, there 
was a notable RevPAR penalty for this strategy. 

Looking at the RevPAR line in Exhibit 2, hotels that 
maintained lower prices compared to their competitors 
also experienced the lowest comparative RevPARs. For 
instance, the hotels with prices 10 to 15 percent below the 
competition experienced annual RevPARs that were 9.52 
percent below those of competitors, even though their oc-
cupancies were 3.0 percent above their competitors. In sum, 
these hotels’ steeply lower price positioning compared with 
competitors yielded only a slight increase in occupancy, but 
the consequence of those lower prices (that is, ADRs greater 
than 2.0 percent below their competition) was noticeably 
lower RevPARs. 

In contrast, hotels that positioned themselves with 
higher ADRs compared to their competitors experienced 
substantially higher relative RevPARs, indicating that more 
aggressive reference price premiums meant stronger RevPAR 
results. The maximum RevPAR advantage over the competi-
tive set was obtained by those hotels that had the highest 
comparative ADRs. For example, hotels that had ADRs 15- 

to 30-percent higher than 
those of their competitive 
set also had 15.93-percent 
higher RevPARs. Interest-
ingly, hotels that priced 
less than 10-percent above 
competitors also recorded 
positive occupancies. This 
finding that high prices 
can also yield higher oc-
cupancies for European 
hotels supports the idea 
that leading products can 
have both relatively high 
prices and strong sales.24 
This result may indicate 
the benefit of signaling 
value through a higher 
price to spur demand. To 
determine whether these 
patterns are different by 
operating structure, we 
examined independent 
and chain-affiliated hotels 
separately. 

Independent vs. Chain-Affiliated Hotels 
The pattern of gaining occupancy but losing RevPAR when 
positioning with lower relative prices held true for inde-
pendent hotels, as it did for chain-affiliated properties (see 
Exhibit 3). The maximum occupancy advantage over the 
competitive set was obtained by chain-affiliated hotels that 
priced 15- to 30-percent lower than their competitors. In 
contrast, the largest occupancy deflections were for indepen-
dent hotels that priced 15- to 30-percent above their compet-
itors. Once again, we note the greater relative occupancy for 
chain-affiliated hotels that priced no higher than 10-percent 
above the competition. This was not true of independent ho-
tels with the same modestly higher pricing strategies, how-
ever, as that group of hotels experienced occupancy losses. 
We also again point out the substantially lower RevPARs for 
independent and chain hotels that priced below their com-
petitive set, and particularly for independent hotels. In sum, 
the strategy of pricing above the competitive set appeared to 
be somewhat more beneficial for the chain-affiliated hotels 
in the study, while both independents and branded hotels 
benefited from higher RevPARs when adopting a premium 
price position.

The data summarized in Exhibit 3 reveal chain-affiliated 
hotels gained higher levels of occupancy and lower RevPAR 

24 As proposed by: Liozu et al, op.cit.; and Hinterhuber, op.cit.

Exhibit 3

RevPAR and occupancy differences in independent and chain-affiliated European 
hotels, 2004–2013

15-30% 10-15% 5-10% 2-5% 0-2% 0-2% 2-5% 5-10% 10-15% 15-30%
Lower Lower Lower Lower Lower Higher Higher Higher Higher Higher

Independents Occupancy 2.58 0.75 0.80 1.00 0.13 -0.13 -0.14 -1.37 -4.96 -3.87
Independents RevPAR -18.08 -11.62 -6.70 -2.53 -0.83 0.89 3.25 5.83 6.71 16.01
Chain Occupancy 6.36 3.60 2.32 2.18 1.77 1.56 1.69 0.83 -0.67 -3.39
Chain RevPAR -16.47 -9.17 -5.24 -1.38 0.77 2.60 5.24 8.19 11.46 15.92
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losses than independent hotels when pricing below competi-
tors, although the pattern of results was the same. In keeping 
with previous European studies, this study found that inde-
pendent hotels were not able to yield as substantial RevPAR 
gains from pricing at higher levels than their competitors 
when compared to chain-affiliated hotels.25 In sum, chain-
affiliated hotels gained more revenue and lost less occupancy 
than did independents, although the pattern of results is 
similar for the two types of operating structure. 

The Impact of Time
Turning to the economic status of a particular time as a 
factor that might alter pricing strategies, we examined the 
pricing practices of hotels in three distinct time periods (i.e., 
2004-2006, 2007-2009, and 2010-2013) to reflect patterns of 

25 Enz and Canina, op.cit.

supply and demand in distinct economic periods, as shown 
in Exhibit 4.26 Overall the pattern of results in all three time 
periods was similar and consistent with the overall finding 
that for hotels that had lower price positions relative to their 
competitive set, average percentage differences in occupan-
cies rose, while RevPARs declined. The economic back-
ground did not change the finding that hotels that priced 
substantially higher than their competitive set experienced 
lower occupancies, but much higher RevPARs. However, 
the relative ADR was different in different periods (above 5 
percent in 2004-06, and above 10 percent in 2007-13). Oc-
cupancies rose for those hotels with modest pricing above 
their competitive set (within 5 percent above) in all three 

26 S. Rushmore, Trends in the International Hotel Industry, Bahamas: 
HVS (www.hvs.com/staticcontent/file/trendsintheinternationalhospitality-
industry.pdf); viewed July 15, 2010).

Exhibit 4

RevPAR and occupancy differences in European hotels in three time periods, 2004–2006, 2007–2009, and 2010–2013

15-30% 10-15% 5-10% 2-5% 0-2% 0-2% 2-5% 5-10% 10-15% 15-30%
Lower Lower Lower Lower Lower Higher Higher Higher Higher Higher

2004-2006 Occupancy 4.74 3.05 2.24 2.95 0.85 0.32 1.87 -0.12 -1.99 -2.56
2007-2009 Occupancy 6.70 4.00 2.53 2.73 2.21 1.83 0.73 0.70 -1.37 -3.58
2010-2013 Occupancy 5.87 2.44 1.58 0.76 1.39 1.36 1.85 0.71 -0.64 -3.91
2004-2006 RevPAR -16.90 -9.70 -5.38 -0.64 -0.13 1.33 5.51 7.29 10.03 17.47
2007-2009 RevPAR -15.52 -8.77 -5.02 -0.82 1.22 2.85 4.18 7.98 10.70 15.89
2010-2013 RevPAR -17.50 -10.20 -5.93 -2.78 0.39 2.43 5.38 8.06 11.46 15.01
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15-30% 10-15% 5-10% 2-5% 0-2% 0-2% 2-5% 5-10% 10-15% 15-30%
Lower Lower Lower Lower Lower Higher Higher Higher Higher Higher

2004-2006 Occupancy 4.74 3.05 2.24 2.95 0.85 0.32 1.87 -0.12 -1.99 -2.56
2007-2009 Occupancy 6.70 4.00 2.53 2.73 2.21 1.83 0.73 0.70 -1.37 -3.58
2010-2013 Occupancy 5.87 2.44 1.58 0.76 1.39 1.36 1.85 0.71 -0.64 -3.91
2004-2006 RevPAR -16.90 -9.70 -5.38 -0.64 -0.13 1.33 5.51 7.29 10.03 17.47
2007-2009 RevPAR -15.52 -8.77 -5.02 -0.82 1.22 2.85 4.18 7.98 10.70 15.89
2010-2013 RevPAR -17.50 -10.20 -5.93 -2.78 0.39 2.43 5.38 8.06 11.46 15.01
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time periods. Overall it appeared that the industry was more 
sensitive to higher price positions in the earlier time period 
(i.e., 2004-2006) and less so in recent years. The most recent 
time period of the study reveals strong RevPARs for those 
that price above their competitive set.

The Netherlands
The data for hotels in the Netherlands once again show the 
favorable revenue outcome for hotels that price higher than 
their competitors (Exhibit 5). The Netherlands data, how-
ever, reveal more volatility in pricing behavior for indepen-
dent hotels, while chain-affiliated properties followed the 
overall pattern for European hotels. In the case of inde-
pendent hotels, occupancies rose the most for those hotels 
that priced 2 percent above their competitors. The pricing 
strategy of independent hotels to price just a small amount 
above their competitive set delivered both high occupancy 
and RevPAR values relative to competitors. These findings 
suggest that independent hotels in the Netherlands are able 
to get a stronger occupancy boost when pricing above their 
competitive set.

Price Position and Fluctuation
A multiple regression analysis of the effect of price position 
and fluctuation found no significant relationship between 
pricing fluctuations and revenue. Exhibit 6 provides the 
results of the multiple regression models used to test the 
effects of relative price position and fluctuation on RevPAR 
performance, controlling for hotel type and location for Eu-
rope and separately for independent and chain-affiliated ho-
tels. The overall model was significant in explaining RevPAR 
performance (F = 52.35, p < .001), with 47 percent of the 
variation in RevPAR accounted for by the model (R-squared 
= .47). As expected, hotel type was significantly related to 
RevPAR. Price position was modestly significant in explain-
ing RevPAR performance (t = 1.91, p = .057), while price 
fluctuation was not significant (t = .21, p = .78). 

Separate analyses of price position and price fluctuation 
for independent and chain-affiliated hotels revealed 
significant overall models for both subgroupings of hotels, 
with 62 percent of the variation in RevPAR accounted for 
by the model in the case of independent hotels, and 40 

Exhibit 5

RevPAR and occupancy differences for independent and chain-affiliated hotels in the netherlands, 2004–2013

15-30% 10-15% 5-10% 2-5% 0-2% 0-2% 2-5% 5-10% 10-15% 15-30%
Lower Lower Lower Lower Lower Highe Highe Highe Highe Highe

Independents Occupancy -1.66 -2.44 2.41 4.06 2.69 10.89 -1.37 -4.32 -9.19 -8.44
Chains Occupancy -0.80 4.42 2.53 3.50 0.20 -0.82 2.52 0.80 -0.20 -3.24
Independents RevPAR -22.41 -15.15 -5.06 0.41 1.54 12.07 2.59 3.24 1.42 12.24
Chains RevPAR -21.83 -8.48 -5.03 -0.06 -0.48 0.03 6.11 8.00 11.92 17.25

-25.00

-20.00

-15.00

-10.00

-5.00

0.00

5.00

10.00

15.00

20.00
Pe

rc
en

ta
ge

 D
iff

er
en

ce
 fr

om
 th

e 
Co

m
pe

tit
iv

e 
Se

t

Percentage Difference in ADR

Exhibit 5: Netherlands
RevPAR and Occupancy Percentage Differences

Independents & Chains



Cornell Hospitality Report • February 2015 • www.chr.cornell.edu   15

percent for chain hotels.27 Looking to the price position 
and fluctuation coefficients, price fluctuations once again 
were not significant predictors of RevPAR, although the 
coefficients’ signs indicate a negative relationship of relative 
price fluctuation to RevPAR, in keeping with the prior 
work in the United States.28 A negative coefficient for price 
fluctuation indicates that the greater the amount of price 
instability or shifting relative to the competitive set, the 
lower the RevPAR performance, but again those results 
were not significant. The positive significant coefficient for 
price position in chain-affiliated hotels suggests that price 
positioning higher than competitors is associated with 
stronger RevPAR performance over time for these types of 
hotel. The results suggest that the significant relationship 
found between both dimensions of strategic pricing and 
revenue in prior studies in the U.S. are not supported for 
Europe’s independent hotels. Further, in chain-affiliated 

27 Additional models were built to explore main effects and 
interactions of key variables. Supplemental results are available 
from the authors upon request. 
28 Noone et al., op.cit.

European hotels only price positioning was a significant 
predictor of RevPAR performance.

Discussion
Cross, Higbie, and Cross argue that a move away from just 
opening and closing rates to a deeper strategic understand-
ing of “right pricing” is essential for hotel operators and 
revenue managers (particularly in the context of revenue 
management strategies).29 Understanding how customers 
respond to offerings in the marketplace is critical to devel-
oping a solid pricing strategy and ensuring that a hotel’s 
rate structure is focused on creating customer value. The 
results of this study and its predecessors have demonstrated 
a general unresponsiveness of demand to lower comparative 
prices. Although some degree of demand shifts up or down 
among direct competitors as pricing moves unfold over 
time, this series of studies indicates that revenues are more 
strongly influenced by ADR than by occupancy. This rela-
tionship held regardless of whether hotels were chain-affili-

29 R.G. Cross, J.A. Higbie, and D.Q. Cross, “Revenue Management’s Re-
naissance: A Rebirth of the Art and Science of Profitable Revenue Genera-
tion,” Cornell Hospitality Quarterly, Vol. 50, No. 1 (February 2009), p. 66.

Exhibit 6

Effects of price position and fluctuation on RevPAR performance of European hotels, by operating structure 

All Properties independent Properties Chain Properties

independent variables Coefficient t-value Coefficient t-value Coefficient t-value

 intercept 232.75*** 10.66 269.19*** 5.17 222.31*** 8.03

Hotel Locations

 urban 17.69 0.79 14.40 0.30 15.35 0.58
 Suburban -3.61 -0.16 -20.54 -0.43 -3.39 -0.13
 Airport -4.63 -0.19 22.68 0.27 -5.75 -0.21
 interstate -12.97 -0.53 -6.15 -0.09 -14.38 -0.51

Hotel Type

 upper upscale -117.75*** -13.04 -107.02*** -4.42 -107.82*** -10.40
 upscale -150.02*** -17.04 -181.93*** -7.96 -135.73*** -13.35
 upper Midscale -158.93*** -17.35 -180.80*** -7.03 -145.64*** -13.91
Midscale/Economy -174.64*** -16.62 -212.35*** -7.53 -159.25*** -13.40

Price Position 0.40* 1.91 0.27 0.35 0.43** 1.97

Price Fluctuation 0.21 0.28 -0.13 -0.06 -0.17 -0.21

F 52.35***  12.85***  33.92***  

R2 0.47  0.62  0.40  

noBS 576  72  502  
 Notes: *** p < 0.0001; ** p < 0.05; * p < 0.1



16 The Center for Hospitality Research • Cornell University

ated or independent, located in Europe or the U.S., or doing 
business in a strong or weak economy. This study continues 
to provide support for the important idea that greater oc-
cupancy from lower price positions does not offset reduced 
revenue, as compared with a hotel’s direct competitors.

We want to emphasize the findings regarding pricing 
in diverse economic times. We found little evidence that the 
outcomes of the industry’s pricing behavior changed when 
the European markets were prosperous or recessionary. In 
fact, as occurred in prior studies, our analysis suggests a 
similar pattern of occupancies and RevPARs during both the 
bad and good times in the European lodging industry. This 
result again highlights the importance of establishing strate-
gic price positions based on offering a differentiated product 
and service, delivered using a unique bundle of capabilities. 
Hotel managers that understand price inelasticity of demand, 
and more fully measure customer pricing behavior are likely 
to do a better job of positioning their hotel. 

Given the positive coefficient for relative price position-
ing for the entire sample and for chain-affiliated hotels, it 
could be argued that, regardless of hotel chain scale, a price 
position above that of the competitive set yields the highest 
revenue results. It is interesting to observe that these find-
ings did not hold true for independent hotels. It is possible 
that independent hotel operators do not have the same 
level of confidence in choosing a higher relative price posi-
tion than the competition. Given the volatile nature of the 
European hotel industry it may be beneficial to independent 
operators to consider more strategic and consistent price 
positioning, in particular positioning at higher prices if they 
offer unique and valued products and services, as is the case 
with so many of Europe’s hotels. 

We should not rule out the possibility that lower 
RevPARs in the market and high volatility may motivate in-
dependent hoteliers to experiment more with relative price 
positioning and price fluctuation. More research is needed 
specifically on independent hotels in European markets 
to more fully understand their pricing strategies. Even for 
chain-affiliated hotels, whose price positioning does sig-
nificantly predict RevPAR performance, price optimization 

will require understanding the impact of independent hotel 
competitors’ pricing behaviors. 

We also see a need to more fully understand how the 
differences that this study found between chain-affiliated 
and independent hotels relate to differences in revenue 
management resources, as independent hotels generally do 
not employ separate revenue management departments or 
service centers, and do not have the same means as chain 
hotels to invest in revenue management systems, technology, 
training, and development. While more research is needed 
we do note that this study is one of the few that has exam-
ined competitive pricing in the European lodging industry 
with a comprehensive ten-year sample across a wide range of 
countries, hotel types, and operating structures (i.e., inde-
pendent and chain-affiliated hotels).

We conclude with a call for hotel operators to have con-
fidence in their positioning strategy, pricing above the com-
petitive set if possible and avoiding huge price fluctuations. 
In our sample, hotels generally benefited (in terms of relative 
RevPAR) from setting their prices even a small degree above 
the competition. Clearly the choice to maintain a relatively 
high price position in a highly competitive market requires 
a hotel to have a clear and compelling value proposition that 
distinguishes that hotel from others. In addition, careful 
forecasts and dynamic pricing remain essential. Finally, a 
unique strategic position facilitates strategic pricing and 
requires a company to distinguish its products or services on 
the basis of attributes such as higher quality product features, 
complementary services, creative advertising, better supplier 
relationships (leading to better services), location, the skill 
and experience of employees, or technology embodied in de-
sign.30 As strategic thinkers, we encourage hoteliers to place 
their efforts on creating value through a distinctive product 
and positioning, based on the growing body of research on 
customer responsiveness to price shifts, coupled with good 
strategic positioning. n

30 C.A. Enz, Hospitality Strategic Management: Concepts and Cases, 2nd 
edition (New York: John Wiley & Sons, 2010).
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