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In no more than 500 words, and using 3-5 references, explain: 

1- Explain the concept of Revenue Management in hotels and discuss why performance metrics are essential for decision-making.
Answer :
Revenue Management (RM) in hotels is a structured decision-making approach that focuses on maximising revenue and profitability through strategic pricing, demand forecasting, and inventory control. The central objective of revenue management is to match fluctuating customer demand with optimal room rates and availability, recognising that hotel rooms are perishable products that lose all value once the night has passed. As a result, effective revenue management is critical for maintaining financial stability in the highly competitive hospitality industry.
Performance metrics are essential to revenue management because they provide measurable indicators of how effectively a hotel is achieving its revenue and profit objectives. These metrics allow managers to evaluate the outcomes of pricing decisions, understand demand behaviour, and assess operational efficiency. By relying on performance indicators, hotel managers can move away from intuition-based decisions toward evidence-based strategies that improve both short-term results and long-term competitiveness.



2- Define the following metrics and explain their managerial significance:
· ADR (Average Daily Rate)
· Occupancy Rate
· RevPAR
· GOPPAR
Answer : Key Revenue Management Metrics and Their Managerial Significance

Key Revenue Management Metrics and Their Managerial Significance
Average Daily Rate (ADR)
ADR represents the average room revenue earned per occupied room during a given period. It is calculated by dividing total room revenue by the number of rooms sold. ADR is crucial for evaluating pricing strategies and market positioning. A higher ADR suggests successful rate management, but managers must ensure that rate increases do not negatively affect demand.
Occupancy Rate
Occupancy Rate measures the percentage of available rooms that are sold. It reflects demand strength and the effectiveness of distribution and pricing strategies. Managers analyse occupancy to identify low-demand periods and implement tactical pricing or promotional strategies to stimulate bookings.
Revenue per Available Room (RevPAR)
RevPAR integrates ADR and occupancy into a single indicator, making it one of the most widely used performance metrics in hotel revenue management. It shows how effectively a hotel generates room revenue from its total inventory and enables benchmarking across competitors and time periods.
Gross Operating Profit per Available Room (GOPPAR)
GOPPAR focuses on profitability rather than revenue alone by accounting for operating costs. It provides managers with deeper insight into financial performance and highlights whether revenue growth is translating into sustainable profit.
In summary, revenue management metrics are vital tools that support strategic planning, pricing optimisation, and profitability analysis, enabling hotel managers to make informed and balanced decisions.
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