Yield and Revenue Management
The primary purpose of yield and revenue management is to maximize profit while selling the same goods and services. An effective use of these strategies enables the company to maximize revenue based on pricing strategies and product availability. Industries that use yield and revenue management as a combination strategy include hospitality, airline and car rental industries. These industries find the right time to sell their services, rooms and airline seats to the right people at an optimal rate. The main characteristic of these industries is the capacity for market segmentation. The three industries highlighted all regularly segment their customers into classes. Hotels in particular aim to maximize revenue by increasing the rate of their top rooms during periods of high demand through pricing strategies. They then engage in revenue management by making complementary products and services more visible to the customers, increasing the probability of the customer also spending money on those goods and services.
[bookmark: _GoBack]These industries are also characterized by other major factors. They are subject to fixed capacity as airline companies, hotels and car rental companies are unable to find additional space or cars when they are fully booked. This relative restriction on capacity means that the industries are characterized by perishable inventory. An airline company that is unable to sell tickets for particular seats will lose the potential revenue for that seat without the possibility for recovery of lost revenue as the seat remains unoccupied throughout the flight. Another characteristic is the flexibility in demand. Some periods have intense demand while others leave the company considering discounts on their goods and services. However, the flexible demand fosters yield management as the company optimizes revenue during high demand through pricing strategies. Due to the fluctuating demand, the industries prefer to sell their products in advance. Customers are required to pay before accessing these services. The final major characteristic of industries using yield or revenue management is high marginal capacity addition costs. A hotel seeking to increase the number of rooms is forced to consider hotel re-design while an airline company seeking additional revenue from more seats has to purchase a larger airplane. This highlights the high cost attached to capacity addition in industries that regularly practice yield and revenue management. 
