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PART 8

DYNAMIC PRICIN VSN
MANAGEMENT

Yield Management, Surge Pricing, and Algorithmic Govern

Five conditions for effective dynamic pricing, yield management hotel
example showing 25% contribution improvement, EMSR protection level
calculation, RevPAR vs occupancy optimization with decomposition
analysis, surge pricing value creation analysis (4.5x revenue
improvement), PR risk management framework with emergency pricing
policy, algorithmic pricing governance parameters with hard and soft
limits, seasonal pricing revenue improvement, advance purchase
discount economics, healthcare and professional services revenue
management, and the complete dynamic pricing metrics framework.
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FINANCIAL ARCHITECTURE OF DIFFERENT BUSINESS MODELS

SECTION 1

THE ECONOMICS OF DYNAMIC PRICING

Dynamic Pricing and Revenue Management:
Maximizing Revenue Across Time

Dynamic pricing — the practice of adjusting prices in real time or near-real time based on demand
conditions, supply availability, time, customer characteristics, or competitive signals — is one of the most
financially powerful and most misunderstood pricing disciplines available to a CFO. When executed well, it
can improve revenue by 5% to 25% on the same fixed or semi-fixed capacity base without changing the
underlying product, increasing marketing spend, or hiring additional staff. When executed poorly — with
algorithms that create pricing patterns that feel manipulative or unfair to customers — it can generate the
kind of reputational damage that no short-term revenue gain can justify.

Revenue management — the strategic application of dynamic pricing to capacity-constrained businesses —
was pioneered by the airline industry in the 1970s and 1980s, where American Airlines' SABRE yield
management system enabled the airline to price its fixed inventory of seats to maximize revenue across
different customer segments with different WTP and different booking behaviors. The same principles have
since been applied to hotels, rental cars, cruise lines, live entertainment, sports, ridesharing, food delivery,
and increasingly to non-traditional capacity-constrained businesses including healthcare appointments,
restaurant reservations, and professional services capacity.

This part covers the complete financial architecture of dynamic pricing and revenue management: yield
management principles and the conditions under which they apply, capacity-based pricing mechanics,
time-based pricing, surge pricing economics and the PR risk management discipline, algorithmic pricing
systems and their governance, the key metrics (RevPAR, RevPAU, GOPPAR) that measure revenue
management performance, and the seasonal pricing strategies that most businesses need but few optimize
systematically.

1.1 Conditions for Effective Dynamic Pricing

Dynamic pricing is not universally applicable. It requires specific market and product conditions to generate
positive financial outcomes. The CFO must assess whether their business meets these conditions before
investing in the systems and capabilities needed to execute dynamic pricing.
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Why It Matters Example Where Present Example Where Absent

Unsold capacity is

Fixed or - .
semi-fixed permanently lost Airline seats, hotel rooms, Software licenses, manufactured
capacit revenue; no inventory stadium events goods with inventory
pacty carryover
i Uniform demand

Variable demand Hotels (weekend vs. . .

removes the L . Commodity goods with stable,
across ) weekday); airlines (business .
. opportunity for . uniform demand
time/segment . . - vs. leisure)

differential pricing

Different segments .

. Business travelers vs. . )
Segmentable must have different . . B2B with long-term fixed contracts;
o vacationers; last-minute vs. iy
customers WTP to justify regulated utilities
. . . advance bookers

differential prices

High-WTP customers
Ability to prevent ¢ Non-transferable tickets; Resaleable products; commodity

. must not be able to buy . ) . . .

arbitrage . identity-verified bookings markets with brokers

at low-WTP prices

. Need data to set prices . . - . -

Real-time demand . .p Online booking systems; In-store retail with daily pricing; no
) dynamically; static data . . -
signals ride-sharing GPS data demand visibility

defeats the purpose

SECTION 2

YIELD MANAGEMENT FUNDAMENTALS

Yield Management: The Original Revenue Science

Yield management — the systematic process of allocating the right capacity to the right customer at the right
price at the right time to maximize total revenue — was the intellectual foundation of dynamic pricing before
algorithms made real-time pricing feasible at scale. Its core insight is that a capacity-constrained business
facing heterogeneous customer demand should not sell its highest-WTP inventory to its lowest-WTP
customers just because those customers book first. Instead, it should hold capacity for high-WTP customers
(who tend to book later, closer to the service date) while filling the remaining capacity with lower-WTP
customers at prices that still exceed variable cost.

2.1 The Yield Management Decision Framework

eFuturesCFO The Systems CFO | efuturescfo.com 3/ 16
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YIELD MANAGEMENT — HOTEL EXAMPLE

Hotel : 200 roons | Fixed cost: $15, 000/ ni ght (regardl ess of occupancy)
Vari abl e cost per occupi ed room $45 (housekeeping, utilities, anenities)

Demand Forecast (Saturday night):
Corporate travel ers: 40 roons; WP $280-$380; book 1-7 days ahead
Lei sure travel ers: 120 roons; WP $140-$200; book 14-45 days ahead
Wal k-ins: 20 roons; WP $100-$150; arrive sane day

W thout Yield Managenent (first-conme, first-served at $160):
Al'l 200 roons filled at $160 (Il eisure books first)
Revenue: 200 x $160 = $32,000 | Variable cost: 200 x $45 = $9, 000
Contri bution: $23, 000

Wth Yield Managenent:
Hol d 45 roons for corporate (priced at $320 avg); fill 155 roons at $160

Corporate fills 40 of 45 held roons; 5 roons unsold

Revenue: 40 x $320 + 155 x $160 = $12, 800 + $24, 800 = $37, 600
Variabl e cost: 195 x $45 = $8, 775

Contribution: $28,825 (+$5,825; +25.3% i nprovenent)

2.2 Protection Levels and Booking Limits

Yield management operates through two control mechanisms: protection levels (the number of
rooms/seats/units held for higher-fare classes, not sold to lower-fare classes regardless of demand) and
booking limits (the maximum number of rooms/seats/units available for sale in each fare class). The optimal
protection level for each fare class is calculated using the Expected Marginal Seat Revenue (EMSR) method
— a statistical approach that balances the revenue from filling a seat with a low-fare customer against the
probability that a high-fare customer will arrive to fill the same seat.
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EMSR PROTECTION LEVEL CALCULATION

EMSR: Optimal to protect for higher fare class as |ong as:
P(demand >= protection |level) >= Low Fare / Hi gh Fare

Exanpl e: Should we protect a 16th room for corporate at $320
when | eisure traveler wants it at $160?

Threshol d: P(16th corporate room demanded) >= $160/ $320 = 0. 50
If probability that a corporate traveler wants that 16th room > 50% PROTECT
If probability < 50% SELL to |eisure traveler now

The EMSR principle: never turn away a certain | owfare custoner
for an uncertain high-fare custoner unless the probability of the
hi gh-fare custoner is high enough to justify the expected revenue | oss

Yield management's most counterintuitive lesson is that higher occupancy is not always the right financial
objective. A hotel that achieves 95% occupancy at an average rate of $140 may earn less than a hotel that
achieves 82% occupancy at an average rate of $195. Revenue per Available Room (RevPAR) — the product
of occupancy rate and average daily rate — is the correct optimization target, not occupancy alone. The CFO
of a capacity-constrained business who measures success by utilization without measuring price per unit of
capacity will consistently make pricing decisions that sacrifice revenue for the comfort of high utilization

statistics.

SECTION 3

KEY REVENUE MANAGEMENT METRICS

Revenue Management Metrics: RevPAR, RevPAU,
and Beyond

Revenue management has developed a precise vocabulary of performance metrics that measure how
effectively a business is monetizing its fixed capacity. These metrics are most highly developed in hospitality
and travel, but their logic applies to any capacity-constrained business: airlines, car rental, healthcare
facilities, law firm billable hours, restaurant tables, event venues, and even cloud computing capacity. The
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CFO entering any capacity-constrained business must be fluent in these metrics.

3.1 The Core Revenue Management Metrics

RevPAR (Revenue Per
Available Room)

RevPAU (Rev Per
Available Unit)

ADR (Average Daily
Rate)

Occupancy Rate

GOPPAR (Gross Op
Profit Per Available
Room)

Revenue per Seat Mile
(RASM)

RevPASH (Rev Per
Available Seat Hour)

Yield % (Seat Yield)

Total Room Revenue /
Total Available Rooms

Total Revenue / Total
Available Units

Total Room Revenue /
Rooms Occupied

Rooms Occupied /
Available Rooms

(Revenue - Variable
Cost) / Available Rooms

Total Revenue / Available

Seat Miles

Total Revenue / (Seats x
Operating Hours)

Actual Revenue /
Maximum Possible
Revenue at Full Price

Hotels

Any capacity
business

Hotels

Hotels,
Airlines

Hotels

Airlines

Restaurants

Airlines,
Events

Combined effect of occupancy and rate; the
primary hotel performance metric

Generalization of RevPAR for non-hotel
contexts

Pricing achievement; should trend up with
yield mgmt

Utilization; must be analyzed with ADR for full
picture

Profitability measure; better than RevPAR for
op decisions

Primary airline yield efficiency metric

Revenue productivity of restaurant seating
capacity

Efficiency of monetization vs. theoretical
maximum

3.2 RevPAR Decomposition and Improvement Levers
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REVPAR IMPROVEMENT ANALYSIS

RevPAR = Cccupancy Rate x ADR
Basel i ne: 72% occupancy x $185 ADR = $133. 20 RevPAR

Strategy A Increase occupancy (rate pronotion)
Cccupancy rises to 85% ADR falls to $162 (pronotion dil ution)
New RevPAR: 85% x $162 = $137.70 (+3.4%

Strategy B: Increase ADR (yield managenent; hold fewer roons for wal k-ins)
Cccupancy falls to 67% ADR rises to $215 (higher-fare m x)
New RevPAR: 67% x $215 = $144.05 (+8.1%

Strategy C. M xed (optim zed yield nanagenent)
Cccupancy 78% ADR $198

New RevPAR: 78% x $198 = $154.44 (+15.9%

Key insight: RevPAR optim zation is not occupancy nexim zation.
Strategy B earns nore despite 5 points | ower occupancy than baseline.

SECTION 4

SURGE PRICING: ECONOMICS AND RISK MANAGEMENT

Surge Pricing: The Economics, the Ethics, and the
PR Management

Surge pricing — raising prices dramatically in response to sudden spikes in demand — is the most
controversial application of dynamic pricing, and the one that generates the most intense public reaction
when executed without adequate communication, consumer education, or ethical guardrails. Uber's surge
pricing during major storms and disasters, hotel price spikes after natural disasters, and airline price surges
after flight cancellations have all generated public outrage and, in some cases, regulatory intervention. Yet
the economic logic of surge pricing is sound, and versions of it exist in markets that consumers generally
accept: electricity markets use time-of-use pricing that is higher during peak demand periods; concert tickets
use dynamic pricing that is higher for high-demand shows; Broadway tickets use premium pricing for popular
performances.
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4.1 The Economics of Surge Pricing

The economic justification for surge pricing rests on supply-and-demand equilibrium: when demand spikes
above available supply at the current price, either price adjusts (surge pricing) or the market clears through
gueue, rationing, or service degradation. Surge pricing is the market's way of allocating scarce supply to its
highest-value users — those willing to pay the surge price — while simultaneously increasing the supply
available (by creating financial incentives for suppliers to enter the market). For ride-sharing, this means
drivers who are off duty are financially motivated to activate during a surge. For electricity, it means
industrial consumers are motivated to defer demand to off-peak periods.

SURGE PRICING VALUE CREATION ANALYSIS

Event: Concert ending; 3,000 ride requests; 600 drivers available at $1 base mult.

Wthout Surge (static $18 base fare):
Drivers available: 600 | R ders matched: 600
2,400 riders unserved; wait tine: 45+ min for renmaining riders
Total revenue: 600 x $18 x 25%take = $2, 700

Wth 2.8x Surge ($50.40 fare):
Addi tional drivers activated (nearby, off-duty): +500 drivers
Total available: 1,100 | Ri ders mat ched: 1,100
1,900 riders still unserved but wait time reduced materially
Total revenue: 1,100 x $50.40 x 25%take = $13, 860

Val ue Distribution at Surge:
Platform $13,860 (from 1,100 rides) vs. $2,700 (from 600 rides) = +$11, 160
Drivers: Higher fares; nore work for those who activate
1,100 riders: Get hone (though at higher cost)
1,900 riders: Still cannot get a ride (but 500 who were unserved now served)

Soci ety: Mre rides conpleted; drivers incentivized; narket clears better

4.2 Surge Pricing Risk Management

The reputational risk of surge pricing is concentrated in two contexts: disasters and perceived exploitation.
When prices surge during a hurricane, a terrorist attack, or a public health emergency, the optics are
uniformly negative regardless of the economic logic. When prices surge in a way that appears to target
people who have no alternatives (stranded travelers, people fleeing a disaster, concert-goers who have
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already paid for tickets), the public reaction conflates dynamic pricing with price gouging — even when the

legal definition of price gouging does not apply.

Risk Context Public Reaction Mitigation Strategy CFO Policy

Very high;

Natural disaster / Price cap or freeze during
regulatory .
emergency . declared emergencies
attention
Transportation High; captive Fare cap at pre-disruption
disruption (cancelled = consumer level; customer protection
flights) perception pledge
Moderate;

Show surge multiplier clearly

Concert / event end consumers partly ) .
before confirmation

expect surge

Low; expected L
Holiday demand P Advance communication;

and accepted in
peaks P book-ahead lower rates
most markets

Very high; .
Algorithmic price yhg Automated guardrails: max %

. appears predator i
error (extreme spike) PP . p. y change per interval
even if accidental

SECTION 5

ALGORITHMIC PRICING SYSTEMS

Pre-defined emergency pricing policy;
board-approved

Automated cap triggers when
disruption detected

Transparent disclosure;
cancel-without-fee option

Standard dynamic pricing; no special
policy needed

Hard caps: 10x multiplier absolute
maximum

Algorithmic Pricing: Building and Governing

Automated Price-Setting

Algorithmic pricing — automated price-setting by computer systems that process real-time demand signals,
competitive prices, inventory levels, and predictive models — is now the standard approach to dynamic
pricing at any meaningful scale. No human pricing team can monitor and adjust thousands of SKUs across
millions of customers in real time; only algorithms can. The CFO's role in algorithmic pricing is not to
understand the machine learning architecture but to establish the governance framework that ensures the
algorithm operates within financial and ethical parameters that serve the business's long-term interests.
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5.1 Algorithmic Pricing Architecture

A complete algorithmic pricing system consists of four components: the data layer (real-time feeds of
demand signals, inventory levels, competitor prices, and customer behavior), the model layer (statistical or
machine learning models that translate data signals into price recommendations), the execution layer (the
API connections that push price recommendations into the booking system, eCommerce platform, or

point-of-sale system), and the governance layer (the rules, limits, and oversight mechanisms that ensure the

algorithm operates within defined parameters).

Booking pace, cancellation rate, competitive prices
Data Layer (scraped), historical demand, customer segment,
weather, events calendar

Demand forecasting model, price optimization

Model Layer model, customer WTP model, competitor response
model

Execution Real-time price update API; A/B testing framework;

Layer price change logging; customer-facing display

Price floors and ceilings; maximum change per
interval, emergency override; human review triggers;
A/B test controls

Governance
Layer

Approve data sources; ensure no illegal
data use (e.g., protected characteristics)

Require back-testing documentation;
approve model deployment; set accuracy
thresholds

Require audit trail of every price change;
approve channels where dynamic pricing
applies

Set floors, ceilings, and change limits;
reserve override authority; approve
governance parameters

5.2 CFO Governance Framework for Algorithmic Pricing
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ALGORITHMIC PRICING GOVERNANCE PARAMETERS

Hard Limts (never violated automatically):
M ni mum price floor: Variable cost + m ninmumcontribution nargin
Maxi mum price ceiling: EVC or regul atory maxi mum (whi chever is | ower)
Maxi mum si ngl e-i nterval change: *30% (prevents al gorithnic spike errors)
Energency freeze trigger: News alerts for disasters / public safety events

Soft Limts (trigger human revi ew before execution):
Price increase >15% wi thin 24 hours: Senior pricing manager revi ew
Price change diverging >20% from conpetitive index: VP approval
Price for same customer varying >10%in 48 hours: Audit trigger

Moni t ori ng Requi renment s:
Dai ly: RevPAU vs. target; algorithm c recommendati on acceptance rate
Weekly: Revenue lift vs. static pricing baseline; consumer conplaint tracking
Monthly: A/B test results; nodel accuracy; price distribution analysis
Quarterly: Ethics audit; discrimnatory pattern testing; regulatory review

SECTION 6

SEASONAL AND TIME-BASED PRICING

Seasonal Pricing: Capturing the Value of Peak
Demand

Seasonal pricing — differentiating prices systematically across the calendar based on predictable demand
patterns — is the most widely applicable form of dynamic pricing and the one that requires the least
technological sophistication to implement. Nearly every business has some form of seasonal demand
variation: retailers see spikes at holiday periods; restaurants see lunch peaks and dinner peaks; ski resorts
see peak winter demand; accountants and tax attorneys see surges around filing deadlines; landscapers
and HVAC technicians see seasonal demand cycles. The CFO who prices into these patterns — charging
more during peak demand and less during off-peak periods — captures significantly more revenue from the
same capacity than one who maintains static prices throughout the year.
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6.1 Seasonal Pricing Design

SEASONAL PRICING REVENUE IMPROVEMENT

Restaurant: 80 seats; average turns 2.5x for lunch, 2.0x dinner; 300 days/yr

Static Pricing Baseline:
Average check: $42 | Daily covers: 80 x 2.5 + 80 x 2.0 = 360 covers
Annual revenue: 360 x $42 x 300 days = $4, 536, 000
Seasonal + Ti ne-Based Pri cing:
Peak [unch (MF, 12:00-1:30pm: $52 check (+24%
O f-peak |unch (11:30am-12: 00, 1:30-2:00pn): $38 check (-10%
Peak dinner (Fri/Sat 7:00-9:00pn): $68 check (+62%
$46 check (+10%
NYE, Mot her's Day):

St andard di nner:

Hol i day periods (Valentine's, Prix fixe $95

Annual Revenue Esti mate:

Peak lunch (150 days x 40 peak covers x $52): $312, 000

O f-peak lunch (300 days x 120 covers x $38): $1, 368, 000

Peak di nner (100 days x 80 covers x $68): $544, 000

St andard di nner (200 days x 80 covers x $46): $736, 000

Hol i day prix fixe (10 days x 80 covers x $95): $76, 000

Tot al Annual Revenue: $3, 036, 000

Caveat: sinpler nodel than reality; actual inprovenent ~8%-18% typi cal

6.2 Advance Purchase Pricing and Price Fences

Advance purchase pricing — charging different prices based on how far in advance a purchase is made —
is a time-based form of dynamic pricing that exploits the WTP differential between customers who plan
ahead (typically leisure customers with lower WTP and more flexibility) and customers who book late
(typically business customers or urgent needs with higher WTP and less flexibility). The price fence between
these groups is the booking lead time itself: leisure travelers who want low prices must book 21 days or
more in advance; business travelers who book at the last minute pay the full fare.
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ADVANCE PURCHASE DISCOUNT ECONOMICS

Service: Strategy workshop; capacity 20 participants

Booki ng W ndow Pri ci ng:
90+ days advance: $1, 200/ participant (early bird; fills base capacity)
60—89 days advance: $1,500/ participant (standard; comm tted planners)
30-59 days advance: $1, 800/ participant (normal; engaged prospects)
15-29 days advance: $2,200/participant (late; prem umfor short notice)
<15 days advance: $2, 800/ participant (last-m nute; maxi mum WIP capt ur e)

Expected fill rate by wi ndow (historical):
90+ days: 6 participants x $1,200 = $7, 200
60—89 days: 5 participants x $1,500 = $7, 500
30-59 days: 4 participants x $1,800 = $7, 200
15-29 days: 3 participants x $2,200 = $6, 600
<15 days: 2 participants x $2,800 = $5, 600
Total : 20 participants; $34,100

Static pricing (all at $1,800): 20 x $1,800 = $36, 000
Wait —advance pricing doesn't always beat static for 20 seats
But at partial fill (15 participants): $1,800 static = $27, 000
vs. advance pricing = ~$28,500 (fills earlier; insurance against |ate dropout)

SECTION 7

REVENUE MANAGEMENT IN NON-TRADITIONAL CONTEXTS

Revenue Management Beyond Hospitality: New
Applications

Revenue management principles — yield management, capacity-based pricing, advance purchase pricing
— are increasingly applied in contexts beyond their traditional hospitality and airline origins. Healthcare,
professional services, sports and entertainment, retail energy, and even B2B services are discovering that
capacity constraints, variable demand, and segmentable customers make revenue management financially
attractive in their contexts as well.
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7.1 Healthcare Revenue Management

Healthcare appointment scheduling is a capacity-constrained problem with significant revenue management
potential. A physician practice has a fixed number of appointment slots per day. No-shows and last-minute
cancellations leave capacity permanently unfilled. Urgent patients who call the day of often cannot get an
appointment. This is exactly the problem that airline overbooking was designed to solve — and controlled
overbooking in healthcare (scheduling slightly more appointments than capacity, with a
cancellation/no-show reserve to maintain the schedule) can improve revenue per available appointment
hour by 10% to 20%.

7.2 Professional Services Revenue Management

A consulting or law firm that prices all its capacity at a single blended rate is leaving significant revenue on
the table. Revenue management principles suggest: reserving a portion of senior partner capacity for
high-urgency, high-value client requests (analogous to holding premium airline seats); offering advance
booking discounts for clients willing to schedule engagements 90+ days out (filling the 'leisure traveler'
capacity equivalent); and charging premium rates for short-notice or rush engagements (the 'last-minute
business traveler' equivalent). Most professional services firms do some version of this intuitively but few do
it systematically with financial modeling.

SECTION 8

METRICS FRAMEWORK AND CFO CHECKLIST

Dynamic Pricing and Revenue Management:
Metrics and CFO Checklist

8.1 Revenue Management Metrics
RevPAR / RevPAU Total Revenue / Total Available Units Track vs. prior year and competitive set

Should trend up with effective yield

ADR / Average Unit Rate Revenue / Units Sold (occupied)
management

Occupancy / Utilization . . ) Optimize jointly with ADR; not maximize
Units Sold / Total Available Units .
Rate independently
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Formula / Definition Benchmark / Target

Yield %

Revenue per Available
Seat Hour (RevPASH)

Surge Revenue
Contribution

Price Variance vs. Static
Baseline

Algorithm Acceptance
Rate

Price Change Volatility
Index

GOPPAR

Actual Revenue / Theoretical Max
Revenue

Revenue / (Seats x Operating Hours)

Revenue generated above static price /
Total revenue

Actual revenue - Revenue at static price

Auto-approved price changes / Total
recommendations

Std dev of daily prices / Mean price

(Revenue - Variable Cost) / Available
Units

8.2 CFO Operating Checklist

 Capacity utilization vs. revenue per unit tracked separately: never celebrate high utilization without also
reporting revenue per unit; combine into RevPAU as the primary optimization target.

>70% is strong; <50% indicates pricing
opportunity

Track trend; improving = better capacity
monetization

Track separately; quantifies dynamic pricing
value

Positive = dynamic pricing generating value

>90% efficient; <70% may indicate model
quality issue

Track; high volatility without revenue lift =
recalibrate

Profitability measure; target increases over
time

» Algorithmic pricing governance document approved and current: hard limits, soft limits, monitoring
requirements, and override authorities documented; reviewed semi-annually.

» Emergency pricing policy established: specific trigger conditions defined (declared disasters, specified
news event types); automatic price freeze or cap activated without manual intervention; board-approved

policy.

» Revenue lift from dynamic pricing vs. static baseline calculated quarterly: A/B testing methodology
applied where possible; attribution model for dynamic pricing contribution documented.

 Seasonal pricing calendar developed annually: peak, shoulder, and off-peak periods defined for the
next 12 months; price differentials set based on historical demand patterns and current booking pace.

» Advance purchase discount framework modeled: discount by booking window quantified against WTP
research; capacity reserved for late-booking premium customers calculated.

* Price discrimination audit performed semi-annually: pricing data analyzed for patterns that could
indicate illegal discrimination by protected characteristics; independent review of audit methodology.

» Consumer communication about dynamic pricing reviewed: customer-facing explanations of how
pricing works are clear and honest; surge notifications shown before transaction confirmation with
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cancel option.

Closing Perspective: Dynamic Pricing as
Financial Discipline

Dynamic pricing is not a technology decision — it is a financial discipline. The technology enables the
execution at scale, but the financial logic — yield management, capacity optimization, WTP-based price
differentiation across time and customer segment — is the intellectual foundation that makes the technology
valuable. A CFO who understands yield management principles can apply them with a simple spreadsheet
before any algorithm is deployed: hold capacity for high-WTP late bookers, offer advance purchase
discounts to fill the base, price peaks at a premium to off-peaks.

The governance dimension is equally important. The CFO who builds robust oversight of algorithmic pricing
— hard limits, ethical constraints, emergency override protocols — is protecting the business from the
reputational risk that transforms a financial optimization tool into a public relations crisis. Dynamic pricing
that makes the news for the wrong reasons destroys far more long-term value than it captures in short-term
revenue. The discipline is in the guardrails, not the algorithm.

Part 9 covers Price Segmentation and Discrimination — the financial architecture of charging different
prices to different customer segments, the three degrees of price discrimination, geographic and
volume-based segmentation, versioning and good-better-best, bundling as a discrimination tool,
international price segmentation, and the legal limits of price discrimination under Robinson-Patman and
state consumer protection law.

End of Part 8: Dynamic Pricing and Revenue Management | Pricing Strategy — A 14-Part Series
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