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INTRODUCTION

Paragon Hotels relies on customer behavior understanding to build lasting loyalty and expand revenue streams. By performing a RFM analysis
the company was able to classify guests according to their booking patterns and spending behavior. The application of data analysis creates a
basis for strategic marketing efforts that boost both customer retention and new customer acquisition according to Fader's 2020 findings.

The analysis identified three key customer segments: The analysis defined three customer segments including high-value guests who bring
substantial revenue and engagement as well as at-risk and lapsed customers who need re-engagement strategies together with potential
loyalists who can transform into long-term patrons through targeted incentives. Through concentrated attention on these customer segments
Paragon Hotels has the opportunity to create tailored marketing strategies while refining their rewards system and increasing customer lifetime
value according to Rust & Lemon (2001).

The application of these insights enables Paragon Hotels to improve its communication initiatives while simultaneously creating better guest
experiences that lead to ongoing revenue increases. Programmatic advertising and personalized messaging as part of data-driven marketing
methods enable more efficient targeting of key customer segments according to Interactive Advertising Bureau [IAB] 2023 findings. This
discussion will focus on two primary segments and present specialized strategies to boost customer interaction and reservation rates.
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MARKET DRIVEN-SEGMENTATION

The most effective strategy for Paragon Hotels requires a marketing focus on
two essential RFM analysis segments: Champions and Potential Loyalists. The
Champions and Potential Loyalists segments display maximum revenue growth
capabilities along with sustainable customer retention opportunities. Through
market-driven segmentation Paragon Hotels can customize its communication

strategies to boost guest interaction and repeat stays while improving
marketing budget efficiency.



CHAMPION GUESTS

Paragon’s Champions segment includes guests who spend the most money and demonstrate the highest engagement
levels. The most profitable customers book trips regularly and show consistent brand loyalty. Companies need to
maintain their current customers because acquiring new customers costs significantly more than keeping existing
ones (Fader, 2020). Businesses must use behavioral and value-based segmentation to successfully reach their
Champion customers. Baker (2024) explains that businesses can use behavioral segmentation to customize messages
according to customer engagement levels while value-based segmentation focuses on high-spending customers who
drive maximum long-term profitability. Champions require marketing strategies that emphasize personalization while
highlighting their exclusive status and showing appreciation. Premium communication strategies must include
personalized email campaigns along with SMS updates and in-app notifications. Exclusive benefits including VIP suite
upgrades and personalized concierge services help maintain elite customer status which drives ongoing brand

engagement.
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LOYALIST GUESTS

The Potential Loyalists segment creates opportunities to transform occasional guests into repeat customers. These
customers have displayed brand interest yet need more encouragement to boost their booking numbers. Effective
targeting of this group needs both usage-based segmentation and psychographic segmentation methods. Usage-
based segmentation examines customer behaviors like booking frequency but psychographic segmentation examines
preferences such as convenience and affordability (Baker, 2024). The segment would respond well to a progress-
based incentive strategy that shows them their proximity to earning exclusive benefits. The communication plan must
utilize social media retargeting ads alongside dynamic email campaigns and push notifications to highlight customer
progression through the loyalty program. These guests will have strong motivation to revisit when they receive a
status upgrade after one more stay along with a 20% booking discount and gamified loyalty progression benefits.
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CHAMPIONS VS. LOYALISTS Current Rovenie $50M

« Future Potential Revenue: $80M

Comparison of Champions vs. Potential Loyalists Paragon Hotels recognizes Champions as their
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This segment contains guests who have shown
engagement but remain uncommitted to the
brand.
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Targeted incentives like loyalty progression
rewards together with exclusive discounts could
lead to an increase in booking frequency which
corresponds with the $15M rise in potential
revenue.

The bar chart demonstrates the revenue contribution of current
Champions compared to Potential Loyalists and their future revenue
possibilities in millions of dollars.



CONCLUSION

Paragon Hotels achieves a strategic balance by focusing on Champion retention and Potential Loyalist
growth to maximize both immediate revenue and sustained customer loyalty. Market-driven
segmentation results in highly relevant messaging which enhances engagement effectiveness and
optimizes marketing initiatives. Targeted communication strategies will boost Paragon Hotels’ market
presence while increasing their customer lifetime value.

Key Takeaways:

1. Champions represent the firm's most valuable customer group and need retention through premium
experiences along with exclusive upgrades and loyalty incentives.

2. Potential Loyalists represent major growth potential which needs engagement plans to boost repeat
bookings and secure long-term brand loyalty.

3. Targeting Paragon Hotels’ selected segments enables the brand to achieve maximum revenue
generation while building guest loyalty and optimizing marketing through precise data analysis.



MODELING FOR FUTURE BUSINESS

Using predictive modeling Paragon Hotels can assess customer retention rates, potential future spending, and guest
engagement trends to create precise marketing campaigns.

Within predictive modeling look-alike modeling emerges as a crucial technique that enables businesses to identify new
customers by examining characteristics of Paragon’s top guests and matching them to people who share identical
behaviors and demographic traits. Langfelder (2023) describes how look-alike modeling enables businesses to identify
their top-performing customers and high-potential prospects to develop omnichannel marketing campaigns that
effectively draw new guests. Paragon Hotels utilizes information from Champions and Potential Loyalists to identify and
attract similar travelers who will engage with the brand and become repeat customers.

Predictive modeling enables Champions to receive optimal rewards and incentives that keep them loyal through VIP perks
and other exclusive offers. Forecasting models help Potential Loyalists by determining which engagement strategies will

lead to more bookings through loyalty progression milestones and personalized travel recommendations alongside
discounts.
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Predictive Modeling & Look-Alike Modeling Impact
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» Retention Boost (Champions) — Predictive modeling helps retain top-tier customers with high-impact loyalty strategies.

 New Customer Acquisition (Look-Alike) — Look-alike modeling identifies and attracts high-value prospects similar to existing top
customers.

* Increased Repeat Bookings (Potential Loyalists) — Predictive analytics helps transition occasional guests into long-term customers.

* Churn Prevention (At-Risk Customers) — Al-driven insights allow for proactive engagement strategies to retain guests before they
disengage.



CONCLUSION

Predictive analytics delivers time-sensitive exclusive offers to Champions which enhances customer loyalty. Potential
Loyalists become repeat customers as progress-based incentives work to engage them. Look-alike modeling grows the
customer base by focusing on high-potential prospects which lowers acquisition costs and boosts engagement.

The key takeaways from this strategy include:

e Guests benefit from Al-driven personalization that delivers the appropriate messages through cost-effective channels
exactly when needed.

e Paragon utilizes predictive analytics to proactively engage Champions thus preventing customer churn.

e [ ook-alike modeling enables businesses to gain high-value customers without escalating marketing budgets.

e Predictive forecasting combined with targeted loyalty programs generates repeat bookings which enhance customer
lifetime value.
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