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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 hotel industry, pricing decisions are governed by a complex framework of internal organizational goals and external market dynamics. Managers utilize these factors to implement revenue management strategies that maximize the Average Daily Rate (ADR) and overall profitability.

Internal Factors
Internal factors represent the elements within a hotel's direct control that define its baseline pricing strategy.
· Cost Structure: Hotels face high fixed costs (e.g., labor, rent) and low marginal costs per occupied room. While traditional "cost-plus" pricing is less common in modern hospitality, the cost of production remains a fundamental floor for long-term viability (Nair, 2019).
· Property Characteristics and Positioning: A hotel's physical attributes, such as its star rating, amenities (e.g., pools, soundproofing), and overall brand image, significantly dictate its pricing power. Research indicates that higher star ratings correlate with greater price sensitivity to holiday effects and a wider range of acceptable pricing for consumers (Dominique-Ferreira & Antunes, 2020; Trebicka, 2023).
· Marketing and Strategic Objectives: Pricing is often used to achieve specific organizational goals, such as market penetration or maintaining a premium brand attitude. Strategic choices regarding "price bundling"—combining rooms with extra services—are frequently used to obscure the base rate and reduce consumer price sensitivity (Dominique-Ferreira & Antunes, 2020).
External Factors
External factors are market-driven variables that necessitate dynamic adjustments to remain competitive.
· Demand Fluctuations and Seasonality: The perishability of hotel rooms requires prices to shift based on real-time demand. Factors such as public holidays, local events, and seasonal patterns (e.g., higher rates on weekends in city centers) are primary drivers of dynamic pricing models (Abrate et al., 2012; Trebicka, 2023).
· Competitive Positioning: Hotels monitor a "competitive set" of similar properties. In highly transparent online markets, "price following"—matching the rates of market leaders—is a common tactic used to manage complexity and maintain market share (Nair, 2019).
· Online Reputation and e-WOM: Electronic Word-of-Mouth (e-WOM) through platforms like TripAdvisor has become a critical pricing determinant. Studies show that hotels with higher user ratings and positive reviews can command a price premium because consumers use these as proxies for service quality (Trebicka, 2023; Bela, 2024).
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