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

1- Why do customers perceive “deep discounts in exchange for stricter conditions” as fair?
2- What makes insignificant discounts combined with strict cancellation policies unacceptable?
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1. Why do customers perceive “deep discounts in exchange for stricter conditions” as fair?
In hospitality, many guests accept non‑refundable or non‑changeable rates as fair when they receive a substantial price reduction in return. This is mainly because customers intuitively understand the trade‑off between price and flexibility: if they give up certain rights, they expect a clear monetary benefit. The deep discount serves as visible compensation for the higher risk they assume, which aligns with common fairness norms in market transactions.
From a behavioural perspective, such offers match principles of procedural and distributive fairness: the rules are transparent, the conditions apply equally to all customers, and the benefit–burden ratio appears balanced. When the hotel clearly communicates that the low rate is linked to stricter cancellation terms, customers can see the logic behind the offer and feel that both parties gain something: the hotel receives planning security and reduced cancellation risk, while guests receive a noticeably lower price. This mutual gain supports perceptions of fairness in the exchange relationship.
Revenue management theory also explains why customers accept these arrangements. Non‑refundable advance purchase rates help hotels reduce uncertainty in demand, improve occupancy forecasts, and optimise capacity utilisation. In return for committing early and limiting their own flexibility, guests receive a rate that is significantly below the flexible “best available rate”. When the price difference is substantial, the discount signals a genuine economic advantage rather than a symbolic reduction, reinforcing the perception that the hotel is not exploiting customers but sharing part of its operational benefit with them.
Psychologically, deep discounts also create a sense of “smart shopping” and competence. Guests feel they are rewarded for planning ahead or for accepting restrictions that others may avoid. The clear link between the disadvantage (no cancellation, prepayment, or no date change) and the advantage (much lower price) makes the offer appear honest and rational. As long as the conditions are communicated in a transparent and timely way during the booking process, most customers interpret this as a fair contract they actively chose, rather than as a hidden limitation imposed by the hotel.
2. Why are insignificant discounts with strict cancellation policies perceived as unacceptable?
By contrast, customers often experience offers with only minimal discounts but very strict cancellation or change conditions as unfair or even deceptive. The core problem is a perceived imbalance between risk and reward: the guest carries almost all the risk (for example, losing the full amount in case of illness or travel disruption), while the financial benefit compared to a flexible rate is negligible. When the price difference is only marginal, guests feel that the hotel appropriates the value of their commitment without offering adequate compensation.
This perception is reinforced when the stricter conditions are not clearly highlighted or are hidden in small print. In such cases, customers may feel misled and react with strong dissatisfaction if they later need to cancel. Even if the terms were legally accepted, the psychological contract is violated because the guest expected a reasonable link between flexibility and price. From a fairness perspective, the procedure appears one‑sided: the hotel gains planning security and a guaranteed revenue stream, but the guest receives only a symbolic discount that does not justify the loss of rights.
Marketing and service research also shows that price promotions can backfire when customers perceive them as manipulative or purely opportunistic. If a hotel advertises an “advance purchase special” that is only a few euros cheaper than the flexible rate, while being entirely non‑refundable, customers question the intention behind the offer. They may conclude that the hotel is using contract design to lock in revenue rather than to share economic advantages from improved occupancy planning. This damages trust and can negatively affect satisfaction, reviews, and loyalty, even if the stay itself is satisfactory.
Furthermore, insignificant discounts with strict restrictions conflict with the widely held consumer heuristic that “greater sacrifice should be matched by greater reward”. When this proportionality principle is violated, guests feel that the hotel does not respect them as partners in a long‑term relationship. In the context of German and European consumer expectations, where transparency and proportionality are highly valued, such pricing practices are especially sensitive. Hotels that rely heavily on minimal discounts paired with harsh conditions risk not only short‑term complaints but also long‑term reputational damage, as guests share their negative experiences online and through word‑of‑mouth.
In operational terms, deep discounts with strict conditions can be an effective revenue management tool if they are substantial, transparent, and easy to understand, while insignificant discounts under the same strict conditions tend to be perceived as unfair and may erode both trust and brand equity. For hospitality managers, the key is to design rate fences that are economically justified, clearly communicated, and visibly beneficial for the customer, thereby aligning pricing strategy with customer fairness perceptions and long‑term relationship quality.
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