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Factors Influencing Pricing Decisions in Hotels
These are five factors:
1. Online reviews and hotel reputation 
2. Customer perception of value for money 
3. Market demand and external conditions 
4. Managerial judgement and pricing systems 
5. Competitor prices and local market conditions
The decision-making on pricing in a hotel is influenced by customers' response, managerial control, market structure and demand conditions. To begin with, the concept of online reputation has a significant impact on the amount that hotels can charge. The experience of Texas hotels demonstrates that a 1-star increase in TripAdvisor rating can increase monthly hotel revenues due to signalling effects by approximately 2.2-3.0%, and due to reputational effects by approximately 1.5-2.3%, which implies increasing the power of pricing and the appropriateness of charging more per room (Sayfuddin and Chen, 2021). Practically, this implies that the hotels that are more satisfied by their guests will have a stronger price than the less satisfied hotels.
Second, the cost paid on the ground is an input to subsequent pricing choices as it alters subsequent review behaviour. In a review of 44,707 guest reviews of 78 hotels in 8 European cities, the researchers determined that higher prices lead to lower review scores, with the most pronounced decrease observed in the ratings of value-for-money (Abrate et al. 2021). This is operationally important in that when managers over-insure the rates, then they can cushion short-term ADR but hurt the performance of the review, which in turn undermines the future readiness to make payments. The price hence, would not only rely on the prevailing demand, but also on how the guests rate the fairness of the price thereafter.
Third, the hotels also respond to the macroeconomic conditions by increasing and decreasing prices. A study in Switzerland based on monthly exchange-rate performance data of hotels between January 2000 and April 2021 found two structural breaks: one due to the exchange-rate intervention by the Swiss National Bank, and the other due to COVID-19 (Blengini and Heo, 2023). The implication is apparent: exchange-rate changes make competitiveness change notably when internationally-exposed hotels are concerned and hence, prices should be influenced by the changes in currency, external shocks and market sensitivity varying by the classes.
Lastly, algorithms do not dictate the pricing. The 20 hotel managers interviewed revealed a hybrid pricing process whereby the general manager continues to override automated systems and use local market knowledge and customer insight (Haynes and Egan, 2023). This demonstrates that technology aids in pricing but human judgment is at the heart when interpreting events, competitor behaviour and customer mix.
Altogether, four main drivers determine hotel pricing: reputation based on the reviews, perceptions of fairness that customers get after payment, macroeconomic shocks like exchange-rate volatility, and judgment and automation on the part of managers. A successful hotel pricing is thus dynamic, evidence-based, and closely related to market information as well as to the response of guests. Such studies also suggest that there is not enough occupancy to do. The quality of revenue is important as hotels should balance rate, review impact as well as demand. A room which sells at the maximum price is not necessarily optimal when it generates worse connotation, perceived unfairness or competitiveness in the subsequent reservation cycle.
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