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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






















Factors Influencing Pricing Decisions in Hotels

Hotel pricing is a complicated, strategic decision that is made under the impact of a mixture of both internal and external market conditions. Pricing is a crucial factor to maximizing revenue, competitiveness and customer expectation in a very dynamic hospitality world.

Demand and seasonality are one of the decisive factors when it comes to the pricing of hotels. Hotel rooms demand changes depending on the time of the year, day of a week, holidays, special events and popularity of the destination. Hotels are also able to set high room rates during high seasons or important events as demand is high and usually low-season needs discounting to make people book in. Demand forecasting is important to revenue management systems as it allows them to dynamically adjust the prices and maximize revenue per available room (Kimes, 2011).

The other critical factor is the cost structure and operating expenses. The fixed costs that need to be considered by the hotels are the maintenance of the property, salaries, utilities, and insurance and variables costs that include housekeeping, amenities, and energy use. The pricing strategies should be in a way that would allow the room rates to cover the cost and make a profit. Full-service and luxury hotels usually command steep cost bases which consequently lead them to set high prices as opposed to low-cost or limited-service hotels (Hung et al., 2010).

Hotel pricing also depends greatly on the market competition. Hotels pay close attention to the room rates, the services offered, the positioning of the brands and online reviews of the competitors. The pricing is competitive and this keeps a hotel appealing in its market segment. Although price matching is widely used in destinations with high competition, services, brand name, or unique experiences may be differentiated and the hotels may keep offering premium prices without losing demand (Abrate et al., 2012).

Pricing is further influenced by customer related factors especially the price sensitivity and the perceived value. Various types of customers: business traveler, leisure tourist, or even booking the hotel as a group have different degrees of willingness to pay. Hotels tend to apply segmentation pricing strategies, where they provide corporate rates, advance purchase discount, or package deals according to the expectation of the customers. The price can be justified by perceived value depending on the quality of service, location, facilities, and online reviews as they can be perceived as higher values in a competitive location (Noone and McGuire, 2014).

Lastly, pricing is influenced by the distribution channels and technological factors. Online travel agencies (OTAs), online direct booking systems, and global distribution systems impose commissions which affect net room revenue. Hotels have the ability to manipulate prices on a channel to achieve a struck balance between visibility and profitability. The new revenue management technology and data analytics allow real-time price changes upon booking trends, customer behaviour and market conditions through advances in technology (Ivanov and Zhechev, 2012).

To sum up, the principles that influence the decisions made by the hotel regarding pricing are the demand trends, cost factors, competition, customer perception and the channel of distribution. Financial sustainability and customer satisfaction are the essential components of success strategies comprising of these factors that are implemented via revenue management strategies.
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