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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 systematic and analytical process designed to maximise revenue and profitability by optimising pricing, room availability, and distribution decisions. It is based on forecasting demand, segmenting customers, understanding booking behaviour, and responding to market dynamics such as seasonality, competition, and economic conditions. Because hotel rooms are perishable assets—once a night passes, unsold rooms cannot generate revenue—effective revenue management is essential for financial sustainability in the hospitality industry.
Performance metrics are fundamental to revenue management because they transform raw operational data into actionable managerial insights. These metrics enable hotel managers to evaluate the success of pricing strategies, assess demand patterns, monitor operational efficiency, and align revenue goals with profitability objectives. Without reliable metrics, decision-making would rely heavily on intuition, increasing the risk of mispricing, poor inventory control, and reduced competitiveness. Performance indicators also allow hotels to benchmark their results against historical performance and market competitors, supporting continuous improvement.




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

Average Daily Rate (ADR)
Average Daily Rate measures the average revenue generated per sold room and is calculated by dividing total room revenue by the number of rooms sold. ADR is a key indicator of pricing effectiveness and market positioning. Managers use ADR to assess whether room rates reflect perceived value and demand conditions. However, focusing solely on ADR can be misleading, as excessively high rates may reduce occupancy and overall revenue.
Occupancy Rate
Occupancy Rate represents the proportion of available rooms that are occupied during a given period. It indicates how successfully a hotel converts available inventory into sales. Managers analyse occupancy trends to evaluate demand strength, adjust pricing strategies, and plan promotional activities. While high occupancy is generally positive, it must be balanced with rate optimisation to avoid underpricing.
Revenue per Available Room (RevPAR)
RevPAR combines room rate and occupancy into a single metric, calculated by dividing total room revenue by the total number of available rooms. It is widely used because it provides a comprehensive picture of room revenue performance. RevPAR allows managers to compare performance across time periods and against competitors, regardless of hotel size.
Gross Operating Profit per Available Room (GOPPAR)
GOPPAR extends revenue analysis by incorporating operating costs, offering a clearer view of profitability. It is calculated by dividing gross operating profit by the number of available rooms. This metric is particularly valuable for managerial decision-making, as it highlights whether revenue growth is achieved efficiently and sustainably.
In conclusion, revenue management metrics are essential tools that support data-driven decisions, balance revenue and profitability, and enhance strategic control in hotel operations.
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