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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 contemporary hospitality landscape, pricing is a multifaceted process that balances internal operational needs with a highly volatile external environment. Managers primarily aim to optimize Revenue Per Available Room (RevPAR) through data-driven decisions.

Internal Factors
Internal determinants provide the structural foundation for a hotel's pricing architecture.
· Cost Management and Fixed Assets: While the marginal cost of selling an additional room is low, hotels must cover substantial fixed costs. Modern research emphasizes that while "cost-plus" pricing is dated, the "breakeven" threshold remains a critical internal floor for all rate-setting (Nair, 2019).
· Service Attributes and Hierarchy of Needs: A property’s physical quality—including cleanliness, room size, and amenities—serves as a primary internal driver. According to the "hierarchy of accommodation needs" theory, room quality and location are the strongest internal predictors of price (ResearchGate, 2024).
· Organizational Strategy: Pricing often reflects long-term brand positioning. For example, luxury hotels may maintain high price points even during low demand to preserve "brand equity" and avoid alienating premium segments (Paradigm Academic Press, 2023).

External Factors
External factors are market-driven and necessitate the use of dynamic pricing algorithms.
· Market Demand and Seasonality: Demand is the most influential external factor. Prices are adjusted in real-time based on seasonal peaks, local festivals, and holidays. For instance, a sea-view room can command a 20% premium during summer peak periods (Dubé et al., 2024).
· Competitive Intelligence: Hotels utilize "rate shopping" software to monitor their competitive set. In a transparent digital market, hotels often employ "price following" to ensure they stay within the market's expected range (Nair, 2019; SHMS, 2025).
· Online Reputation (e-WOM): Electronic Word-of-Mouth has become a measurable pricing determinant. Hotels with higher user ratings on platforms like Booking.com can charge a price premium because positive reviews reduce the consumer’s perceived risk (Trebicka, 2023; IJA, 2025).
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