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In no more than 1000 words, and using 3-5 references, explain: 

· What is revenue management, and why is it especially important in the hospitality industry?
· How does segmentation help hotels optimize their pricing decisions?




Knowledge of Revenue Management and the Effect of Segmentation to Hotel Pricing Strategies.
Revenue management is a process that involves the management of revenue through data analysis and forecasting to achieve optimal revenue management by controlling pricing and capacity. Revenue management is especially essential to the hospitality business since hotel rooms are perishable, demand unpredictable and pricing is transmitted. Through revenue management practices, hotels will maximize revenue of the available room and at the same time ensure customer satisfaction and remain competitive in the market (Cross, Higbie, and Cross, 2009).

Revenue Management and Its Importance in the Hospitality Operations.
The fact that the core product in the hotel industry is perishable is one of the key features of the industry. The price decisions should be timely and consequential because an unsold room is a lost opportunity that cannot be obtained back. Revenue management has a solution to this problem by estimating demand and setting the prices dynamically according to anticipated occupancy rates (Talluri and Van Ryzin, 2004)
Revenue management is also necessary because the cost of operation of the hotel properties is high. The costs that cannot be reduced include salaries, maintenance and utilities which need to be paid irrespective of occupancy. Revenue management assists hotels to maximize the revenue both in peak and off-peak seasons so as to have more consistent cash flows and enhanced financial performance (Ivanov and Zhechev, 2012).

The volatility of demand is another argument to support the necessity of revenue management in the hospitality industry. Seasonality, economic factors, weather and special events are other factors that have a great impact on the demand of traveling. The revenue management systems can assess the historical booking data and real-time market signals on which they base their informed pricing decisions reflecting these changes (Kimes, 2011). Hotels without such systems run a risk of making decisions about prices on an intuitive basis as opposed to the basis of evidence.

The growing significance of the digital platforms has also increased the significance of revenue management. Online travel agencies and price comparison websites have made it more transparent and consumers are becoming price conscious. Revenue management enables hotels to be competitive as it monitors competitor rates and mid-manages prices strategically without having to compromise on brand value (Noone, Enz, and Glassmire, 2017).

The Market Segmentation Improves Pricing optimization.

The segmentation of the market is an essential instrument that allows the hotels to adopt a proper revenue management approach. Segmentation is the division of customers into groups with similar attributes like purpose of traveling, booking lead time, spending behavior and price sensitivity. This knowledge of differences will enable the hotels to develop pricing strategies that resonate with the customers and their capacity to pay (Kotler et al., 2017).
Corporate travelers are not price-sensitive as an example, and flexibility and location are very important to them. Contrary, the leisure travelers tend to price compare across systems and act on the promotional offerings. Segmentation will enable the hotels to price the less price-sensitive segments at premium prices and the price-sensitive guests at discounted rates without compromising on the overall revenue (Kimes, 2011).
Segmentation is also important in forecasting demand and allocation of inventory. Hotels will be able to anticipate the demand on each segment and regulate the quantity of rooms offered at various prices. This ensures segments that are low priced are not overbooked during high seasonal periods and inventory held to serve high yield customers when suitable (Talluri and Van Ryzin, 2004).
Differentiation of channels in distribution also optimizes pricing. The various customer groups have their own reservation channels, which have different prices. Channel performance analysis enables the hotels to develop pricing strategies that redirect the demand to low-end channels, including direct bookings and, thus, raise the net revenue (Noone et al., 2017).
In addition, segmentation facilitates a one-to-one pricing and promotions. Through customer data, hotels will be able to craft specific deals that will boost their conversion rates and customer loyalty. One to one approaches enhance how guests value the hotel and contribute to ensuring a steady growth in revenues in the long term (Kotler et al., 2017).

Conclusion
Successful hotel activities rely on the revenue management as a core element due to the perishability of hotel rooms, the high cost of fixed, and the variable demand. Revenue management provides hotels with an opportunity to maximize the revenue and enhance financial performance through data-driven pricing and demand forecasts. The strategies are fortified by market segmentation which enables hotels to gain insight on customer behavior, pricing decisions, inventory management and customer satisfaction. Combined, the revenue management and segmentation offer hotels a potent platform of sustainable competitiveness in the contemporary hospitality sector.
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