HARBORVIEW HOTEL

Harborview Hotel
The Eight-Week Pricing Decision

This case is fictional and intended for instructional discussion. Names, events, funds, and internal figures are invented, although the industry setting is motivated by public data.




At 8:10 a.m. on Monday, September 8, Elena Marquez, general manager of the Harborview Hotel, looked at two screens that seemed to tell opposite stories. The first showed that 71% of the hotel's rooms were already reserved for the citywide technology conference seven weeks away. The second showed that reservations for the surrounding weekends were running well below forecast. A revenue-management system recommended raising conference-night rates immediately, closing several discounted offers, and increasing bids for online advertisements aimed at late-booking corporate travelers. The director of sales wanted the opposite: keep lower rates visible long enough to win more conference groups and use packages to fill the weak shoulder nights.
The disagreement mattered because the 264-room Harborview had only one opportunity to sell each room on each night. A room left empty on October 24 could never be stored and sold later. Yet a room sold too early for $189 might prevent the hotel from accepting a business traveler willing to pay $349. Marquez had until noon to approve the hotel's pricing, advertising, and package plan for the next eight weeks.
The Harborview and Its Market
The Harborview was an independent, upper-upscale hotel in the fictional city of Port Mason, a regional business center with a convention hall, university medical complex, waterfront entertainment district, and expanding technology sector. The hotel had 240 standard rooms and 24 suites. Its facilities included a restaurant, a small club lounge, a fitness center, meeting rooms, and a shuttle serving the airport and downtown offices.
Port Mason's hotel market had become more difficult to read. Nationally, U.S. hotel occupancy declined to approximately 62.3% in 2025, while the average daily rate increased only modestly to about $160.54 and revenue per available room slipped to roughly $100.02. The averages concealed sharp differences by market, customer segment, season, and event calendar. In July 2025, for example, national occupancy reached 68.2%, but individual major markets ranged from the mid-50s to above 85%. Harborview's owners therefore cautioned managers against relying on national averages when setting local rates.
The Port Mason market included four large branded hotels near the convention center, several limited-service properties, and a growing supply of short-term rentals. Price-comparison websites made competing rates immediately visible. Online travel agencies could deliver reservations quickly, but their commissions reduced the hotel's net revenue. Direct reservations produced better economics and more customer information, yet required the hotel to spend on search advertisements, social media, email campaigns, and website improvements.
A Calendar with Uneven Demand
The eight-week planning period included a university homecoming weekend, the three-night technology conference, a waterfront marathon, two wedding-heavy Saturdays, and several quiet Sunday-through-Thursday periods. The technology conference was expected to bring 18,000 participants to Port Mason, but its organizers had not released a final registration count. Several corporate clients had reserved blocks that could be reduced without penalty until 21 days before arrival. A competing hotel was rumored to be renovating 90 rooms, although its website still showed normal availability.
Harborview accepted reservations up to one year before arrival. Leisure guests often booked early when offered refundable rates, while corporate travelers frequently booked within two weeks of arrival. Some conference attendees reserved rooms at several hotels and canceled all but one shortly before the event. Industry channel data suggested that cancellations could differ substantially by source; one recent industry analysis reported cancellation rates of about 21.8% for online-travel-agency bookings versus 10.6% for direct bookings in 2025. The Harborview's own experience varied widely by event and rate restrictions.
Exhibit 1. Harborview Operating Results
	Fiscal year
	Occupancy
	Average daily rate
	Room revenue
	Direct-booking share
	Rooms declined

	2023
	68.4%
	$181
	$11.92 million
	43%
	3,740

	2024
	70.1%
	$188
	$12.72 million
	46%
	4,180

	2025
	67.6%
	$193
	$12.58 million
	49%
	3,960

	2026 forecast before current review
	69.0%
	$198
	$13.18 million
	52%
	4,300



The Booking Curve
Revenue director Marcus Lee organized demand by stay date. Every morning, he reviewed how many rooms had been sold for each future night, the rates attached to those bookings, cancellations, competitor prices, advertising results, and the number of website visitors who began but did not complete a reservation. For the conference period, bookings were ahead of the pattern observed the prior year. For ordinary weekdays, they were behind.
Lee's system estimated that the conference's Tuesday and Wednesday nights would eventually sell out. It recommended protecting rooms for customers likely to arrive later and pay higher prices. The system was less confident about Monday and Thursday, when many conference travelers might arrive late or depart early. A decision to raise rates on all four nights could increase revenue on the peak nights while leaving the shoulders underfilled.
Exhibit 2. Reservations on the Books, 47 Days Before Arrival
	Stay date / event
	Rooms reserved
	Current public rate
	2025 rooms sold at same lead time
	Expected cancellations
	Competitor range

	Fri., Oct. 17 – Homecoming
	176
	$239
	163
	14–25
	$219–$279

	Sun., Oct. 19 – Quiet night
	91
	$169
	108
	7–12
	$149–$189

	Mon., Oct. 20 – Conference arrival
	154
	$229
	127
	18–31
	$209–$259

	Tue., Oct. 21 – Conference
	188
	$279
	146
	24–43
	$259–$329

	Wed., Oct. 22 – Conference
	192
	$289
	151
	25–45
	$269–$339

	Thu., Oct. 23 – Conference departure
	139
	$219
	118
	16–28
	$199–$249

	Sun., Oct. 26 – Quiet night
	72
	$159
	99
	5–10
	$139–$179



Rates, Restrictions, and Services
The Harborview did not sell one homogeneous product. A customer could choose a flexible room, a lower nonrefundable rate, a breakfast package, a parking package, a conference bundle, a suite, or a club-floor room. Some corporate accounts had negotiated ceilings. Loyalty members received direct-booking benefits. The hotel could also require a two-night stay during peak periods, close low-rate categories, or limit the number of rooms distributed through particular channels.
Each service had a cost and could influence conversion. Breakfast cost the hotel an estimated $14 per occupied room but was valued by many guests at $25 to $35. Parking generated attractive margins when capacity was available, but the garage often filled during conventions. Flexible cancellation encouraged early reservations but increased the risk that apparent demand would disappear. Nonrefundable rates reduced cancellation risk but sometimes pushed customers to competitors.
Sales director Priya Shah argued that the hotel's objective should not be reduced to the highest room rate. Groups brought catering revenue, filled meeting rooms, and could return in future years. Leisure packages produced restaurant and parking spending. A high-rate one-night guest might contribute less total profit than a lower-rate customer staying three nights. She also worried about turning away customers who would remember that the Harborview had appeared unaffordable.
Advertising for Reservations That Might Arrive
The hotel spent approximately $1.15 million per year on digital and traditional marketing. Paid search was the largest flexible category. When a prospective traveler searched for phrases such as 'Port Mason conference hotel,' the Harborview and its competitors bid for sponsored placement. A higher bid increased the probability that the hotel's link would appear, but did not guarantee a click or a booking. The hotel paid for many clicks from customers who compared prices and reserved elsewhere.
Lee proposed increasing paid-search bids for conference dates while reducing broad social-media spending. Marketing director Simone Carter disagreed. Search ads captured customers already looking for rooms; social media and email could create weekend demand and sell packages. Carter also wanted to test a redesigned booking page emphasizing free breakfast and flexible cancellation. The prior website test increased completed reservations on mobile devices, but the test had run during a holiday period and the team was unsure whether the improvement would persist.
Exhibit 3. Recent Customer-Acquisition Performance
	Channel
	Monthly spending
	Reservations attributed
	Average booked room revenue
	Estimated channel cost per reservation
	Cancellation rate

	Hotel website / unpaid
	$38,000
	1,040
	$462
	$37
	9%

	Paid search
	$112,000
	1,380
	$438
	$81
	13%

	Social media
	$54,000
	410
	$496
	$132
	15%

	Online travel agencies
	Commission-based
	1,720
	$331
	$58 commission equivalent
	22%

	Corporate / group sales
	$96,000
	1,260
	$574
	$76
	12%

	Email / loyalty
	$21,000
	590
	$521
	$36
	8%



A Proposal with Several Moving Parts
Lee's recommended plan combined several actions. For the two peak conference nights, he would raise the flexible standard-room rate from $279–$289 to $329, close the deepest discounts, and reserve at least 38 rooms for bookings expected within 14 days of arrival. For Monday and Thursday, he would offer a three-night package at an effective rate of $239 per night, including breakfast. He would increase search bids for high-intent conference terms by 35%, reduce availability through online travel agencies as the hotel filled, and maintain the existing website.
Shah proposed a different package. She would cap the peak-night rate at $299 for another two weeks, accept an additional 60-room corporate block at $224, and include Wednesday-evening reception space. She believed the block would stabilize occupancy across all four nights and produce food-and-beverage revenue. The corporation required a flexible attrition clause and would not provide guest names until 14 days before arrival.
Carter supported holding the corporate block temporarily but wanted a broader test. She proposed two webpage designs, different breakfast offers, and three advertising levels across selected geographic markets. She argued that the hotel knew too little about how travelers responded to price, services, and webpage presentation. Lee replied that experimentation consumed traffic and could sacrifice revenue during the most valuable weeks of the year.
Exhibit 4. Alternatives Under Discussion
	Alternative
	Peak-night approach
	Shoulder-night approach
	Advertising / channel approach
	Principal concern

	A. Protect late demand
	Raise to $329; hold 38 rooms
	3-night breakfast package
	Higher search bids; reduce OTA inventory
	Late high-rate demand may not arrive

	B. Lock in the group
	Cap at $299; add 60-room block at $224
	Group spans all four nights
	Corporate sales; normal advertising
	Block may shrink or displace higher-rate guests

	C. Test and adapt
	Use $299–$319 range by market
	Test packages and webpage variants
	Run controlled channel experiments
	Learning may be costly and results may arrive late

	D. Fill early
	Keep $279–$289; expand discounts
	Aggressive Sunday/Thursday offers
	Broad OTA and social distribution
	Hotel may sell scarce rooms too cheaply



The Limits of the Forecast
The forecasting team generated three scenarios. In the strong-demand scenario, conference registration exceeded expectations, the competing hotel's renovation removed rooms from the market, and late corporate demand was robust. In the weak-demand scenario, the conference shifted some sessions online, the competitor reopened its full inventory, and travelers shortened their stays. The middle scenario assumed that bookings followed recent patterns, but cancellations remained the hardest element to estimate.
Exhibit 5. Conference-Period Scenario Estimates
	Scenario
	Probability used internally
	Potential requests for rooms
	Estimated cancellations
	Likely market peak rate
	Interpretation

	Weak
	25%
	760
	115–145
	$245–$285
	Substantial risk of empty shoulder nights

	Expected
	50%
	915
	130–170
	$285–$325
	Near sellout on Tuesday and Wednesday

	Strong
	25%
	1,080
	145–195
	$335–$425
	Late demand could exceed remaining rooms



No one believed the scenario probabilities were precise. Competitor rates could change within hours. Conference registrations could accelerate after a keynote announcement. A storm could disrupt flights. A major corporate client might cancel, while an airline disruption could unexpectedly create demand. The hotel's own actions would also change the market response: higher prices could reduce reservations, advertising could attract additional customers, and a package could shift demand from one date to another.
Marquez also had to consider execution. Front-desk employees had struggled to explain increasingly complex rate rules. The restaurant could serve only 180 breakfasts comfortably between 7:00 and 9:00 a.m. The garage had 196 spaces. Housekeeping relied on contract labor during sellout periods, and a compressed pattern of one-night stays increased cleaning costs. Selling the last room was not necessarily attractive if service quality deteriorated and online reviews suffered.
The Noon Meeting
At 11:40 a.m., Marquez summarized the choice for the ownership representative. The hotel could commit rooms now, preserve rooms for customers who might arrive later, adjust prices repeatedly as new bookings appeared, spend more to influence which customers saw the hotel, or use the coming weeks to learn more about customer behavior. Each action affected not only room revenue but also commissions, service costs, ancillary spending, cancellations, customer satisfaction, and the ability to accept future reservations.
The ownership representative asked a deceptively simple question: 'Which rooms should we sell today, at what price, through which channel, and with what promise attached?' Marquez looked again at the booking report. She had twenty minutes before the rate update was scheduled to go live.
Framing questions
1. Identify the different metrics that can be used to evaluate every aspect of the performance of the system?  Organize these into a pyramid to indicate the relative importance, following the style given here.
2. What are the types of decisions? Use the list of decision types here as a guide, illustrated by the applications here.  
3. Use the interactive framing matrix here to fill out the performance metrics along the top (from most to least important) followed by the list of decisions (in any order).  Use your judgment to assess whether the impact of each decision on each metric is H (high impact), M (medium), L (low) or N (none).  Finally, use the resulting matrix to rank the decisions in terms of their impact on the most important metrics.
4. What are the different sources of uncertainty?  Use the 12 categories of uncertainty here as a guide.
5. Repeat the exercise in (3), but this time using uncertainties instead of decisions.
a. Which sources of uncertainty would be captured using average performance over time?
b. Which sources of uncertainty represent forms of risk that are not properly captured using averages?
6. Choose the single decision that seems to have the highest impact on the most important metric.  
a. What approach do you think you would use to make this decision?
b. What data appears to be necessary to make this decision, including the calculation of any performance metrics where the decision would have a high or medium impact.
7. Using the same decision you identified in (6), identify the people, departments, groups or organizations that you would need to work with to implement the decision?
Discussion Questions
1. How should Harborview define a successful outcome for the eight-week period?
2. Which stay dates require the greatest management attention, and why?
3. What are the advantages and disadvantages of accepting the proposed corporate block?
4. How should the hotel value a room held for a possible future customer?
5. How should cancellation behavior affect rates, restrictions, and channel availability?
6. Which services should be bundled with rooms, and when might a bundle destroy rather than create value?
7. How should Harborview allocate its advertising budget across paid search, social media, direct channels, online travel agencies, and corporate sales?
8. What information would be most valuable before noon, and what information could reasonably be learned over the next several weeks?
9. Would you run the webpage and package experiments during the conference booking period? Explain the design and risks of the experiment.
10. What plan should Marquez approve, and what future observations should trigger a change in that plan?
Data and Source Note
All companies, people, events, booking records, financial figures, and operating alternatives in this case are fictional. Industry context was informed by Warren B. Powell, Bridging Decision Problems, Volume I, Chapter 2, 'Hotel Revenue Management'; CoStar/STR reporting on 2025 U.S. hotel occupancy, average daily rate, and revenue per available room; the American Hotel & Lodging Association's 2025 State of the Industry report; and published 2025 channel-cancellation estimates. The case is designed for discussion and does not present a preferred solution.
ChatGPT notes
Prompt
Write a 4-6 page case study based on the material in the section at https://warrenpowell.org/bridging-vol1/chapter-2/#hotel-revenue-management. Create a context based on the metrics, decisions and uncertainties in the section, but without explicitly calling attention to them. motivate your case problem with data.
Summary
  Advance reservations across an eight-week planning horizon 
  Dynamic room pricing and discounted rate restrictions 
  Business, leisure, conference, and group customers 
  Direct bookings, online travel agencies, corporate sales, paid search, social media, and loyalty marketing 
  Service packages involving breakfast, parking, flexible cancellation, and meeting space 
  Booking cancellations, competitor behavior, uncertain event attendance, and late-arriving demand 
  Five quantitative exhibits and ten discussion questions 
  An unresolved management decision with no preferred solution
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