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

1- Explain the factors influencing pricing decisions in hotels










In the competitive hospitality industry, pricing decisions are a critical component of revenue management, designed to optimize both occupancy and the Average Daily Rate (ADR). These decisions are shaped by a synergy of internal operational constraints and external market variables.

Internal Factors
Internal factors represent the structural and strategic elements within a hotel's direct control.
· Cost Structure and Breakeven Analysis: While the marginal cost of hosting an additional guest is low, hotels must cover significant fixed costs, such as labor, maintenance, and debt service. Modern research suggests that while "cost-plus" pricing is less prevalent, internal costs establish the "floor" for sustainable pricing (Nair, 2019).
· Property Attributes and Service Level: A hotel’s star rating, physical condition, and unique amenities (e.g., spas, smart technology) significantly impact its pricing power. Studies using "hedonic pricing models" confirm that room quality and location are the most consistent internal predictors of price (Zhang et al., 2011; Trebicka, 2023).
· Product Perishability: Unlike physical goods, hotel inventory is perishable; an unsold room today cannot be sold tomorrow. This internal constraint drives hotels to lower prices as the date of stay approaches if occupancy targets are not met (EHL Insights, 2025).

External Factors
External factors are market-driven and require dynamic, real-time adjustments to maintain a competitive edge.
· Market Demand and Seasonality: Demand remains the primary external driver. Prices fluctuate based on seasonal peaks (e.g., summer for resorts), major local events, and holidays. Advanced AI-driven forecasting now allows hotels to adjust rates based on predicted surges in booking pace (Abrate et al., 2012; Softinn, 2025).
· Competitive Dynamics: Hotels monitor their "competitive set"—properties of similar quality and location. In a transparent digital market, "price following" or matching the rates of market leaders is a common tactic to avoid losing market share to nearby rivals (Nair, 2019; SiteMinder, 2025).
· Consumer Perception and e-WOM: Electronic Word-of-Mouth (e-WOM), such as TripAdvisor ratings, has become a measurable pricing determinant. Properties with higher guest satisfaction scores can often command a "reputation premium," as positive reviews reduce the traveler's perceived risk (Zhang et al., 2011; Trebicka, 2023).
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