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ThisstudywasconductedonwolkitetownandFarfrom AddisAbebaby158km'sat

southerndirection.Themainreasonthatinitiatestheresearcheristoconducttothe

studytoassesspracticeofpricingdecisionandtosupportpossiblesolution.Tocollect

datafrom theorganizationtheresearcherwouldbeusedquestionnairesandsampling

techniques.Thatmeans the questionnaires has been the distributed to those

employeesoftheorganization&customerswhowereselectedtogivetheirresponses

regardingtothestudy.Attheendofthisresearchpapersummary,conclusionand

recommendationwasawardedbasedonthedatacollectedfrom theorganization.

Acronyms
CPI-Consumerpriceindex
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Chapterone

1.INTRODUCTION

1.1.Backgroundofthestudy
Priceistheamountofmoneychargedforproductorservicesoritisthesum ofvalues

thatconsumerexchangeforbenefitsofhavingorusingtheproductorservices.(Kotler,

2008,P:302).

Itistheonlymarketingmixwhichcangenerateprofitforthecompany.Insofarasthe

amountpeoplewerepreperedtopayforaproductrepresentsvalue,priceisalso

measureofvalue.Itfollowsfrom thedefinitionjuststatedthatpriceperform an

economicfunctionofmeasuresignificant.Solongastheywerenotartificiallycontrolled,

priceprovidedaneconomicmechanism bywhichgoodsandservicesweredistributed.

Theyalsoactasindicatorsofstrengthofdemandfordifferentproductsandenable

producerstorespondaccordingly(kotlerandArmstrong,2006,p:309)

Settingtherightpriceisanimportantpartofeffectivemarketing.Itisalsomarketing

variablethatcanbechargedmostquickly,perhapsinresponsetocompetitor’sprice

charge.(Kotler,1999,p:278).

Therefore,theobjectiveofthepaperwouldbetoassessthepracticeofpricingstrategy

inasoressahotel.

Althoughmostoftheliteraturethatassessestheimpactsoffoodcommoditypriceson

consumersfocusesoninternationalfoodpricesofcommodities,theseimpactswere

bestmeasuredbychangesinthefoodcomponentoftheconsumerpriceindex(CPI),

whichaccountsforchangesinthepricespaidforfoodproductsbyconsumers(Dewbre

atal2008).HeadyandFan(2010)agreeonthefactthatthefoodCPIapproximates

betterwelfwerecosts,especiallyifitisdeflatedtomeasurerealfoodpricemovements.

Yet,Dorward(2011)statesthatthereisa"downwardbiasinestimatedrealfood-price

changesforlow-incomegroupswhenthesewerecalculatedusingaCPIcalculatedfor

higher-incomegroups"(p.650).

ChangesinCPIsaffecttherealpurchasingpowerofconsumersandtheirwelfwere.

Thechangeinthecostoflivingisdefinedtoknowtheadditionalincomethat

consumerswillneedtocompensatechangesinprices(Boskinetal1997).The
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Europeanharmonizedindexofconsumerprices(HICP)iscalculatedaccordingtoa

harmonizedapproachandasinglesetofdefinitionsinEuropeanUniońs(EU)Member

States(MS),makingiteasiertocompwerepricedevelopmentsbetweenthem.The

basketofgoodsanditsweightingwereupdatedregularlybasedonbudgethousehold

surveysandothersources,inordertoreflectchangesinconsumerpatterns(European

CentralBank(ECB),2012).

Followingthe2006/2008commoditiespriceshocks,coreinflation,whichexcludesfood

andenergyprices,continuedtobegenerallystableinadvancedcountries,althoughit

increasedintherestoftheworld(IMF,2008b).

Busicchia(2013)examinesfoodpricefluctuationsanddevelopmentsrelatedto

internationalshocksandhowfoodpriceinflationismanagedinAustralia,Franceand

theUK.Whilefoodconsumerpricesdidnotundergoasharpriseinthesecountries,

theyremainedhigheventhoughworldagriculturalcommoditypricesdecreasedin2009.

1.2.Statementoftheproblem
Pricinghasalwaysbeenanintegralpartofmarketing(Cf.Borden,1964).Infact,in

comparisontoothertraditionalmarketingelements(Hinterhuber,2004;Cressman,

2012),itistheonlyrevenue-creatingone(LaPlaca,1997;ShipleyandJobber,2001).As

Morris(1987.P-79)states,“oneofthemorebasic,yetcriticaldecisionsfacinga

businessiswhatpricetochargecustomersforproductsandservices”.Hestresses

herewiththeimportanceofsettingdifferentpricelevelsfordifferentcustomers.Thisis

particularlycritical,inwhatTheEconomist(2013)calledtheageofausterity–times

characterizedbysalesstagnation,noreasonablepossibilitytocutcostsfurther,and

priceastheonlyleverleft.However,pricingdoesnotonlyrevolvearoundsettingcertain

pricelevels.Italsoencompassesmoresubstantialissues,suchaswhethertopricefor

ownershiporusageofgoods(IverothETal.2013).

Ingeneral,pricingstrategyisessentialasitservesasabridgebetweenthefirm andits

customers.ThisbecomesclearwhenturningtoLancioni,SchauandSmith(2005)who

writethat“from ademandsideperspective,afirm’spricingstrategyisessentiallya

quantificationoftheperceivedvaluethatthefirm createsforitscustomers.From a

supplysideperspective,pricingisastrategicandtacticalexpressionofhowthefirm

wishestocompetetogeneraterevenuesand,inlightofitsbusinessmodel,realizesa

profit.”(p.123).Hence,afirm needsasoundpricingstrategytooffervaluefacilitationto
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customersandtostructuretheherewithconnectedpricingconsiderations.Infact,

pricingstrategyisanessentialmatterinevenlessseveretimes,becausefirmshaveto

makeaprofittoprosper.HinterhuberandBertini(2011)expressthisbypointingout

thatadeficientpricingstrategyinhibitsprofitability;eventhoughexamplesfrom the

pastclearlyindicatetheweaknessesofcost-basedpricingmethods,manyoftoday’s

firmsstillfocusonpricingstrategiesgroundedinsuchmethods(Hinterhuber,2008b).

Anotherproblem isrootedincustomersnotunderstandingthevaluebasedpricing

Strategyofthefirm anditsstrategythatisadaptedbyafewfirms(Hinterhuber2008)

TheNewtechnologicaladvanceddistributionchannelpermitsanyonetoreceivethe

mostuptodatemultimediainformationonthebestconnectionandatthebestprices

(Kotler1996)

accordingtoRosaetal(2011)theimportanceofpricestrategyasapurchasestimulus

hasakeyroleinpricemanagementsincenotonlydoesitdeterminethewayprices

wereperceivedandvalued,butitalsoinfluencesconsumerpurchasedecision(2001;

Simon1989:VanhueleandDreze,2002).

AsresearchergetInformationfrom hotelmanagerthehotelhavesomeproblems,

accordinglythemainproblem thatmotivatetheresearchertoconductthisresearchis

existinghotelindustryproblem ofprofessional,lackofpreviousscientificresearch

relatedtopracticeofpricingdecision,toinform hotelstoimprovetheirpricingdecision

offeredtocustomerandactivitiesregardingtopricingstrategy,changetothethinking

thatprofitmakefrom betterpricingdecision,lowattitudeofemployeestowardbenefit

ofrightpricedecision.

Finally,thisstudywouldbefocusedonparticularhotelindustrywhichisimportantto

evaluateaboveproblem byentitlingassessingthepracticeofpricingdecisionon

soressahotelinwolkitetown.

1.3.ResearchQuestions
Ingenerallythestudywastriedtoanswerthefollowingresearchquestion.

 Whattypesofpricingstrategythehotelisusing?

 Whatisthecustomer’sperceptiontothehotel’spricingstrategy?

 Whatwerethefactorsthataffectthepricingdecisionofthehotel?

 Towhatextentthepricingdecisionofthehoteliseffectiveinattainingitsbusiness

objective?
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1.4.OBJECTIVEOFTHESTUDY

1.4.1.Generalobjective

Thegeneralobjectiveofthestudywasassessingthepracticesofpricingdecisionof

Soressahotel.

1.4.2.Specificobjectives

 Toidentifypricingstrategyofthehotel.

 Todeterminecustomer’sperceptionofthehotelpricingdecision.

 Toidentifythefactorsaffectingpricingdecisionofthehotel.

 Tomeasuretheextentofpricingdecisionofthehotelinattainingitsbusiness

objective.

1.5.Significanceofthestudy
Thestudymayprovidesignificantonthesefourmajoraspects.Itwasprovideconcrete

informationtootherresearchersaboutassessingpracticepricingdecisionandenables

thehoteltousebestpricingstrategy.Thestudywouldbecausetoincreasemycapacity

andtoexaminemyknowledgewhatwouldbelearnabouttheresearch.Finally,theother

contributionofthepaperwouldbetoaddnewideaandknowledgetoexistingstokeof

knowledgeoftheresearcher.

1.6.Scopeofthestudy
Ingeographicalaspectthestudycanalsobeconductatwolkitetownlevels,butthe

researcherwasfocusonsoressahotelinwolkitetown.

Intheoreticalaspectassessingthepracticeofpricingdecisioncanconductonmany

serviceindustries,buttheresearcherwasconductonSoressahotel.

Inmethodologicalaspectthestudycanconductbyusingdifferentmethodology,butthe

researcherwereusesdescriptiveresearchdesign.

1.7.Limitationofthestudy
Inthisstudytheresearchergetdifferentdifficulttogatherdataandinvestigatethe

problem like:

- Lackoflanguage

- Lackofexperiencetoconducttheresearch

- Unwillingnessofrespondenttofillthequestionnaire.

1.8.Organizationofthestudy
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Thestudyconsistsoffive(5)chapters.thisstudypaperbeginwithanintroductionpart

thatdealswiththegeneralbackgroundofthestudythenchaptertwoisaboutthe

literaturereviewinrelationtotheproblem underthestudy.Thethirdchapterdealswith

researchmethodology.Chapterfourdealswiththeanalysisandinterpretationofthe

datacollectedthroughquestionnaireandinterview.Finallythispaperisconcerned

aboutthegeneralhighlightandpossiblesolutionorrecommendationandalsoinclude

thatconcernaboutdifferentreferencequestionerareattachedtothepaper.

CHAPTER:TWO

2.REVIEW LITERATURE

2.1Definitionofpricing
Pricingistheamountofmoneychargedforproductofservicesoritisthesum of

valuesthatconsumerexchangeforbefitsofhavingorusingtheproductorservices.

(KotlerandArmstrong,1999p:353)

Priceistheonlypartofmarketingmixthatcangeneraterevenue(product,promotion

andplacement)wereaboutcost.(KotlerandArmstrong,2006:p307)

Pricingisthemanualorautomaticprocessofapplyingpricestopurchaseandsales

orders,basedonfactors,suchas,afixedamount,quantitybreak,promotionorsales

campaign,specific quote price prevailing on entry,shipment,or invoice date,

combinationofmultipleordersorlinesandmanyothers.(Kotler,2006p:411)

2.2.Pricingstrategies

2.2.1.Marketbasedpricing

Thedefaultmethodofpricingformanyfirmsisusingmarketprices.Manymanagers

feelpricesweredictatedbythemarketandtheyhavelittleornocontroloverthem

(Dolan,1995).However,thereweretwoverydifferentperspectivesfrom whichamarket

-basedpricecanbederived.Thereferencepricemaybefrom theproductorservice,

whichisviewedasmostsimilartothefirm’sownoffering.Intheirparadigm-shifting

book,Nagle and Holden claim thatthe reference pointshould ratherreflectthe

customer’sperceivedalternativetoaparticularoffering(2002).

2.2.2.Competitivepricing
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Thedistinctionbetweencompetitivepricingandcompetitionbasedonpricingshould

bemadeclear.Competitivepricing,orthepricingofanofferingbasedonwhatthe

competitionischargingismostcommoninmarketswheremanysubstituteswere

available.Andersonand Narusdefinecompetitivepricing assimplysetting prices

relativetowhatcompetitorswerecharging(2004).Competitionbasedonpriceisthe

practiceofundercuttingpricesofferedbycompetitors,andisnotasustainablegrowth

strategy,particularlyifitsparksapricewar(Nagle&Holden,2002).

2.2.3.Costbasedpricing

Costpricingorcost-pluspricingisthepracticeofaddingsomepercentagetoknown

coststoarriveattheofferingprice(Anderson&Narus,2004).NagleandHoldenstate

thatwhilecostmustbetakenintoaccountinpricingdecisions,thecost-pluspriceoften

usesaninefficientchronologyofstepsinthepricingprocess.Themethodinvolves

settingavolumefirst,andconstructingacostbasedpricefrom that.Amoreefficient

methodistobeginbydeterminingavaluethatcustomerscanacceptandbuildingthe

marketandquantitynumbersfrom there(2002).

2.2.4.Value-basedpricing

Valuebasedpricingcanbedefinedassettingapriceinrelationtoanoffering’svalue

(Anderson&Narus,2004).Thereasonmanymanagersdonotpursuevaluepricingis

thattheyperceivecustomersasquitepricesensitive.However,intheirresearch,Avila

andDodd’sfoundthatpurchasingmanagersrankedpriceastheleastimportantcriteria

inthedecisionmakingprocess.Salesmanagers,ontheotherhand,perceivedprice

muchhigheronthelistofcriteria.Thisdemonstratestheirlackofunderstandingof

whatiscriticalinthepurchasingprocess(1993).Apriceincreasecanbringeitheran

increaseordecreaseinrevenuedependingontheelasticityofdemand(Hoffmanetal,

2002).NagleandHoldensuggest10factorswhichinfluencecustomerpricesensitivity

inthecontextofservices(2002).Theyproposedthatpricesensitivitydecreasesasthe

customer’sabilitytobuildaninventorydecreases.LeeandNgcontinuethislineof

thoughtandfindthatmorecapacityshouldbesavedforthetimeofconsumptionas

pricesensitivitydecreases(2001).Thefactorwhichperhapsmostdirectlylendsitselfto

value-basedpricingisthatpricesensitivitydecreasesthelessprice-sensitivecustomers

weretotheendbenefit(Nagle&Holden,2002).Ifthevalueoftheendbenefitiscentral

topricesensitivity,thenextquestionishow endbenefitscanbequantified.Inhis

research,Hinterhuberstressesthatbygaining aclearunderstanding ofthevalue
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sourcesfrom thecustomer’sperspective,under-pricingproducts,particularlyinnovative

products,canbeavoided.Hegoesontodescribetheprocessofimplementingvalue

pricing.(2004)Whilehisarticledescribesthevalueanalysisprocessindepth,the

methodsofimplementationwereonlybrieflylisted.Littleresearchhasbeenundertaken

to understandto whatextentfirms,particularlyservicefirms,pursuevaluebased

pricing.InamorerecentarticlewrittentogetherwithStephanM.Liozu,Hinterhuber

studiedtheextenttowhichCEOadvocationofpricingimpactsbothpricingcapabilities

andfirm performance(Liozu&Hinterhuber,2013).Whilethatarticletakesthediscussion

totheendbenefitsofpricing,theintermediatestepinthevaluepricingprocessremains

largelyopen.Theaim ofthecurrentstudyisthereforetofillthatgapintheliterature.

TheITindustryhasbeenchosenforthisstudyduetotheappwerentdifferencebetween

thecostto produceand thevalueprovided bythevarioustechnologies,and the

resultingopportunitytousevaluebasedpricingstrategies.Thecurrentstudyaimsto

investigatetheextenttowhichSMEsintheITservicesectoremploydifferentpricing

strategies,todescribetheinternalandexternalfactorswhichaffectpricingmethods,

andtobuildatheoreticalframeworktodescribethe8relationshipbetweenthevarious

pricingstrategies.Nextwewillreviewtheliteratureonpricingmethods.

2.2.5.PriceSkimming

Iftheobjectiveofpricingstrategyistobuildmarketshowered,lowpenetrationpricing

isoftenrecommended(Nagle&Holden,2002).However,ifthegoalistocaptureas

muchofthecustomerperceivedvalueaspossible,“priceskimming”mightbethe

methodofchoice.Priceskimmingreliesontheassumptionthatdifferentcustomers

valueanofferingatdifferentprices.Thetechniqueinvolvesintroducinganewoffering

atahighpriceandloweringthepriceovertime,sothatasmuchaspossibleofeach

consecutivelevelofvaluationiscaptured(Gebhardt,2006).Priceskimmingcanbea

briefprocess,butsometimespremium pricesweredrawnoutoveryears.

2.2.6.Customizedprices

Whilecustomizedpricinginconsumermarketsisatbestslow,andatworst,illegal,itis

commonpracticeinB2Bmarkets(Simon&Butscher,2001).Clientsmayhavesuchlarge

differencesinneedsthatafirm mustprovideadifferentsolutiontoeverycustomer.

Duetothisreality,theuseofcustomizedpricesisalsowidelyaccepted,evenexpected,

offirms.Whentheusageoftheofferingiswhatprovidesthevalue,acustomizedprice

canbebuiltwhichreflectsthisuniquevalue(Narayandas,2005).
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2.2.7.Hourlybasedbilling

Althoughbillingbythehourisoneofthemostusedmethodsofpricinglabor,as

workersindevelopedeconomiesbecomesmoreskilledandspecializedtheusefulness

ofthismethodisdiminishing.Bakerfindsthathourlyfeeswerethewrongwayto

measurevaluefirmsprovideforclients(2009).Often,thehourlyfeeisusedduetothe

perceptionthatitmostdirectlycorrelatestocost,butthisisnotalwaysthecase(Scott,

2006).

2.2.8.Lifecyclepricing

NagleandHoldenencouragecontemplationofaproduct’spricethroughfourphases:

development,growth,maturity,and decline (2002).As a long-term concept,its

implementation may take years to complete.The realization oflifecycle pricing

proceduresmaytakeevenlonger.Forthisreason,itcanbedifficulttoobserveor

commentonitsuseinnewercompanies.

2.2.9.Experiencecurvepricing

Experiencecurvecostcuttinggoesbackto beyondHenryFordandtheModelT,

althoughthefirstarticleonthesubjectwasnotpublisheduntil1936(Hirschmann,

1964).InhisclassicarticleintheHarvardBusinessReview,Hirschmannreferstothe

experiencecurvephenomenonandtheresultingpricedecreasethatFordachieved

(1964).Inmorerecentresearch,theslopeofpricedecreasesincompetitivemarketsis

moreaccuratelymeasuredandthesetoolsweresuggestedforuseinpredictingfuture

pricedecreasesaswell(Gottfredson,Schaubert,&Saenz.,2008).

2.2.10.Targetreturnpricing

Targetreturnpricingisoftenusedinterchangeablywithcost-pluspricing.Themethod’s

easeofuse,anassumptionofgoodsalesestimatesbymanagers,andclose-enough

attitudeswerefactorswhichhaveencourageditsadoption.Brooksclaimsthatthe

additionaltimeandefforttoproduceabetterpricepointmaynotbeoffsetbytherisein

precision(Brooks,1975).However,alreadyduringthesameperiod,targetreturnpricing

haditsadversaries.Themethodislabelednaïve,andlessthanprecise,althoughatthat

timefewsuperiorpricingtechniqueshadbecomemainstream (Kamerschen,1975).

2.2.11.Group/Segmentbasedpricing

Buyergroupingorsegmentationallowsacompanytoofferanappropriatepriceto

groupsofcustomerswithdifferingwillingnesstopay.Eachleveliscwerefullyseparated

using a numberofdifferenttactics (Chesbrough,2010).Iftaken to an extreme
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segmentationcanbeillegal,butmanylegalmethodswereavailable.Segmentsdonot

separatethemselves,butrequirecwerefulconsiderationbythefirm to distinguish

differencesinwhatcustomer’svalueandhowmuch(Nagle&Holden,2002).

2.2.12.Versioning/Predeterminedchoices

Intheirnowclassicarticleonversioning,ShapiroandVariantookthemarketingtheory

ofinformationgoodstoanew level.Theyassertthatversioningisnotanew wayof

doingbusiness,butratheramethodusedtoapplythetestedconceptsofsegmentation,

differentiationandpositioningtoanew typeofoffering;namelyinformationgoods

(1998).

2.2.13.Bundledpricing

Itisimportanttonotethatpricebundlingoftwoormoreproductswhichwerenot

inseparablefrom thecustomers’perspectivealsorequiresdiscounting.However,this

typeofdiscountingisnotinconflictwithvaluepricingperse,asthereisnoadditional

valueperceivedbythecustomerwhichwoulddemandapremium (Sharma&Iyer,2011).

2.2.14.ProfitandRevenuesharing

Profitandrevenuesharingschemescanessentiallyturnatraditionalsupplychainintoa

valuechain.CachonandLarivierenamethepractice“turningthesupplychainintoa

revenuechain”anddescribethepracticeusedbyblockbusterinitsheyday,whichgave

studiosproducingcontentashoweredofrentalfeeswhilerequiringalowerpurchase

priceforthetapes(2001).Theyargued alreadythen,thatthepracticewould be

applicabletohightechnologyinparticular,duetothehighup-frontcostsofequipment

andthepricesensitivityofcustomerstoarelativelynewtechnology.NagleandHolden

also come to the same conclusion,observing thatprice sensitivitydecreasesas

showered-costsfortheexpenditureincrease(2002).

2.2.15.Licensing

Licensing asabusinesspracticebegan long beforesoftware.However,from the

successofMicrosoft,amongothers,itseemsthatthebusinessmodelwasmadefor

theseofferings.Besidesallowingscalingofsoftwareproducts,licensingcanalsobe

usedtolaunchanationalbrand,penetratenew markets,showeredinvestmentrisk,

buildbrandawareness,increaseprofitabilityofexistingproducts,revivematureproduct

lines,controlsubsidiaries,ortobuildafranchise(Quelch,1985).

2.2.16.Pricingasacue

Assumingthatbuyersfindareferencepriceandcompwereanofferingbasedonthe
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perceivedvaluedifferential,pricecanbeusedasasignalofthevalueofanoffering.

Thesignalcanbeeither“thisisadeal”or“thismustreallyoffersomethingspecial”,

dependingonwhetherthepriceislowerorhigherrelativetoreferencepointsinthe

market.Inanycase,pricingisnotusedasacueforthesakeofmakingapoint.Rather,

thegoalistobenefitfrom theclientperception,forexamplethroughcrosssellingto

clientswhofeelafirm providesagreatvalueonasingleproduct(Dolan,1995).

2.4.17.Discounting

ManyresearchersincludingTeng(2009),Tsao(2009),andChoiandCoulter(2012)

havestudied thephenomenon ofdiscounting in retailing and otherB2C settings.

Despite the prevalence ofdiscounting in B2B situations (Frenzen,Hansen,Krafft,

Mantrala,&Schmidt,2010),farlessresearchhasbeenconductedonthephenomenon

ofdiscountinginthesecontexts.Intheirstudyonthedelegationofpricingauthorityto

thesalesforce,Frenzenet.al.findthatrigidsalespricingpolicieswerenottheanswer,

butrather,salespeopleshouldbegivensufficientautonomyto priceaccordingto

context,especiallyinthefaceofuncertainmarkets(2010).Inasingle-vendormultibuyer

context,however,SinhaandSarmahfindthatspecificallyunderalevelofuncertainty,

coordinateddiscountingisnotanefficientmethodofbuildingchannelprofitability

(2010).Inhispaperonvalue-basedpricing,Hinterhuberofferstheuseofdiscountsasa

methodofintroducinghigherpricesbyfirstofferinga“discount”onahigherprice.After

thisperiodofenjoyingadiscount,thebuyeristhenmuchmorereceptiveofthehigher

price,asitissimplytheendofatemporarydiscount(2004).Whiletheirresearch

focusedontheangleofsalesforceproductivity,Siguaw,Kimes,&Gassenheimerfound

thattheuseofdiscountingtoland“national”customersoftenledtolowerprofitability

(2003).Ontheotherhand,Siguawet.al.alsofoundthatdiscountingoff-peakcapacity

whichwouldhaveotherwisenotbeensoldwasseenasfairpricing(2003).

2.3PricingDiction
Organizationproducinggoodsandservicesneedtosetthepricefortheirproduct.

Settingthepriceforanorganizationsproductisoneofthemostimportantdecisionsa

managerfaces.Itisoneofthemostcrucialanddifficultdecisionafirm’smanagerhas

tomake.Pricingisaprofitplanningexercise.(ZEITHAM,servicemarketing,1998)

2.3.1ApproachesofPricing

Pricingcanbeapproachedatthreelevels,theindustry,andmarketandtransactionlevel.
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1.Pricing attheindustrylevelfocusesontheoveralleconomicsoftheindustry,

includingsupplierpricechangesandcustomerdemandchanges.

2.Pricingatthemarketlevelfocusesonthecompetitivepositionofthepricein

comparisontothevaluedifferentoftheproducttothatofcomparativecompeting

products.

3.Pricingatthetransactionlevelfocusesonmanagingtheimplementationofdiscounts

awayfrom theirdeference,orlistprice,whichoccurbothonandofftheinvoiceor

receipt(Garrison,NoreenandBrewer,2oo6p:188)

2.3.2HowCompaniesSetaPriceforTheirProduct?

Companies’dotheirpricingisavarietywayinsmallcompanies,priceswereoftenset

bythe boss.In large companies,pricing is handled bydivision and productline

managers.Evenhertopmanagementsetsgeneralpricingobjectivesandpoliciesand

oftenapprovesthepricesproposedbyLowerlevelsofmanagement(metti,2008)

2.4PricingasProfitMaximization
Ifthecompaniesdonottalkeachother,thenwecansetadifferentpriceforeven

customer,ifcustomertalkseachother,thenonepricemustbesetforallcustomers

andwewantthatpriceto

Maximizetotalprice.Thisprofit,maximizationpricehastodonothinggrowprofitper

pieceofmarketshwere.Thetotalprofitismerelyproductofgroupprofitperprice

time’stotalsales.Marketsegmentationcanraiseprofit.Iftheconcerniswithgrowth

profitinsteadofnetprofit.Sellingatlowerprofitmarginwouldbeimpossibleanda

dollaramountwouldbeleftonthetableandwouldleavethehighendthemarketopens

tocompetitors.Therefore,itisadvisablenottobeallthingstoallpeople,forwewillend

up toeverybody.Thiswheremarketshowered

Analyzeinimportantsoonecanknowhowtobestdifferentiatedaproductpricefrom

onotherproductservice.Toconductpricehasnothingtodowithcost.

Itiswhatcustomerpayandtheydonotpayaboutcost,theselleraimstomaximize

profitand

Totalprofitifbetweenpriceandcostgivetotalsales.

Itisnotandstaticexerciseitisadynamicprocesswithmanyvariableandstrategic

planning.Maximizing totalprofit comes from segmenting market considering

economiesofscale,learningcurveandgametheorytomodeltheentirecompetitive

market.(Kotler,1999:p353)
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2.5Pricingasindicatorofservicequality
Oneoftheintriguingaspectsofpricingisthatbuyerswerelikelytousepriceasan

indicatorofbothservicecostsandservicequality.Priceisatonesanattractionvariable

andrepellent.Customers’useofpriceasanindicatorofqualitydependsonseveral

factors,oneofwhichistheotherinformationavailabletothem whenservicesuseto

qualitywerereadilyaccessible.Whenbrandnameprovidesevidenceofacompany’s

reputation,orwhenthelevelofadvertisingcommunicatestheCompaniesbelieversin

thebrand,customersmayprefertousethosecuesinsteadofprice.Inothersituation,

however,suchaswhenqualityishardtodetectorwhenqualityorpricevariesagreat

dealwithinaclassofservices,consumersmaybelievethatpriceisthebestindicatorof

quality.Anotherfactorthatincreasesthedependenceonpriceasaqualityindicatoris

theriskassociatedwiththeservicepurchase.Inhighrisksituations,manyofwhich

involvecredentconsulting.Thecustomerwilllooktopriceasasurrogateforquality

because customers depend on price as a cue to qualityand because price set

expectationsofquality,servicepricemustdeterminecheerfully,inadditiontobeing

chosentocovercastsormuchcompetitors,pricesmustbetoconveyTheappropriate

qualitysignal.Pricingtolowcanleadtoinaccurateinferencesaboutthequalityofthe

services.Pricing too highcanexpectationsthatmaydifficultto matchinservice

delivery.(Zeithamal,servicemarketing,1996)

2.6majorfactorsthatinfluencethepricedecision
1.Competition

Thereweretwokindsofcompetitivefactorsthatinfluenceprice:-

A.Onefactoristhecompetitiveeffectondemandfortheproduct.

B.thesecondcompetitivefactorinfluencingpriceisthereactionofcompetitorstoany

pricemovethebusinessmarketermaymake.

2.Cost-costssetthefloorforthepricethatthecompanycanchargeforitsproduct.

3.Demand-themarketdemandsettheupperlimitoftheprice.Beforesettingprices,

themarketermustunderstandtherelationbetweenpriceanddemandforitsproduct.

4.Pricingobjective-animportantstepinpricingstrategyistodeterminegoalsand

objectivespriortosettingpricepointsorlevels.Amongthemanypricingobjectivesthat

afirm mayadoptwerepricingto:-

-Maximizeprofit

-Expandandmaintainmarketshoweredetc.
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5.Legalconsideration-from legalpointofviewindustrialmarketersshouldavoidprice

fixing,exchangepricinginformation;predatorypricing(setthepricebelowthecost)and

soon(Bingham,FrankG.,Businessmarketingmanagement1998).

2.7Methodsofpricingsetting
Companieschargepricetoolowtomakeprofitandtoohightoproduceanydemand.To

setthespecificpricelevelthatachievestheirpricingobjectives,managersmaymake

useofseveral

Pricingmethods.Thesemethodsinclude:-

-Cost-pluspricing-setthepriceattheproductioncostplusacertainprofitmargin.

-Targetreturnpricing-setthepricetoachieveatargetreturnonInvestment.

-Valuebasedpricing-basesthepriceontheeffectivevaluetothecustomerrelativeto

alternativeproducts.

-Psychologicalpricing–basesthepriceonfactorssuchassignalsofproductquality,

popularpricepointsandwhattheconsumerperceivestobefair.(Bingham FrankG.,

businessmarketing,2001).

2.7.1Typesofpricing

Therewerethreetypesofprices.Thiswere:-

1.Listprice:-isapricelistwererwerelythosepaidbycustomers,rather,listpricesform

thestartingpointforcalculationofanetprice.

2.Netprices:-isthekeypriceinthedecisionwitherornotbuy.Netpriceisalistprice

minusoneormorediscounts.

3.Geographicprices:-meansthatmaybequotedatthefactorydoor,atthecustomers

receivingdockoratsomeotherlocation.(Bingham FrankG.,businessmarketing,2nd

edition,2001)

2.8Consumerpsychologyandpricing
Manyeconomistsassumethatconsumerswerepricetaker”acceptpriceat“facevalue”

oras given.Marketers recognize thatconsumers often actively process price

information.InterpretingpricesinTermsoftheirknowledgefrom priorpurchasing

experience;formalcommunication (advertising,sales calls broachers),informal

communication(friends,colleague’sfamilymembers)andpointofpurchaseoronline

resources.Purchasedecisionisbasedonhowconsumersperceivepriceandwhatthey

considertothecurrentactualpricenottothemarketer’sstatedprice.
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Theymayhavea lowerpricethreshold below which pricemaysignalinferioror

acceptablequalities,aswellasanupperpricethresholdabovewhichpriceswere

prohibitiveandseenasnotworththemoney.(Kotler,2006,p:401)

2.8.1Consumerpricesensitivity

Consumerpricesensitivityreflectshowconsumersreacttochangeisprice.Common

effectsonconsumerpricesensitivityPrice.

 qualityeffect-consumerusepriceasanindicatorofproductsquality,especially

whentheydonothavemuchexperiencewiththeproductcategory.Inthiscase

consumerswouldbelesssensitivetoaproduct’spricetotheextentthatthey

believehigherpricesignifyhigherquality.

 \uniquevalueeffect_consumerwouldbelesspricesensitivewhenproductstays

uniqueanddoesnothaveclosesubstitutes.Ifafirm successfullydifferentiatesits

productfrom thoseofitscompetitors.Itcanchangehigherpriceconsumersmust

remainawareofthedifferentiationandconvincedofitsvalueinordertopaythe

higherprice.Inessence,thefirm’sstrategyistoreducetheeffectofsubstitutions,

therebyeliminating thecustomer’sreferencevaluefortheproduct.Resortsand

healthspasusethisstrategybymarketingthemselvesasoneofakindproperty.

Restaurantsusethisapproachanddifferentiatetheattributesuchasthechef,the

atmosphereandmenu.

 Perceived substitutes effect-consumer become more price sensitive when

comparingaproduct’shigherpricewiththelowerpriceofperceivedsubstitutesfor

theproduct.Consumersmustbeawareoftheotherproductsandactuallyperceive

them assubstitutes.Thepricesforthesubstituteshelpconsumersfrom areference

price,orareasonablepricerangefortheproduct.ThereweremanyPerceived

substitutesforproductssuchasfastfood,airlinetravel,carrentals,andhotelrooms.

Whentherewereanumberofsubstitutesconsumersawareof,theretendstobea

downwardpressureonprice,resultinginarelativelynarrowacceptablerangofprice.

Forexample,therewerenosignificantpricedifferencesbetweenproductsinfast

foodrestaurantorairlineticketsforapopularroute,example,andNew Yorkto

Chicago.

 End-benefiteffect-aproductmayrepresentonlyonecomponentofthepurchase

necessarytoattainadesiredberefit.Theend-benefiteffectconsistsoftwoparts:

deriveddemandandphasetotalcost.(RobertD.RaidandDaude,Bojanie:p:553)
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2.9.ConceptualFramework
A keyassumptionineconomictheoryisthatconsumerstendtoratherintensively

processthepricesofproductstheybuy.Hereweintendtointensivelyexplainthe

variousaspectsofpricing.

2.9.1.Pricingobjectives

xenfeldt(1983)citedinAvlonitisandIndounas(2005)statedthatpricingobjectives

providedirectionsforaction,―tohavethem istoknowwhatisexpectedandhowthe

efficiencyofoperationsistobemeasured‖.Objectivescanbeshortterm andlongterm.

AccordingtoWeber(2000)afirm oughttodecideupontheobjectivesofpricingbefore

determiningthepriceitselfandsomeofthemainobjectiveswereasfollows:

1)Achievetargetreturnoninvestmentoronnetsales

KotlerandArmstrong(2008)describedthisasbuildingapricestructuredesignedto

provideenoughreturnoncapitalusedforspecificproductssothatthesalesrevenue

willyieldapredeterminedaveragereturnfortheentirefirm.Thisobjectiveisusually

usedbymostfirmsforshortrunperiods(Ezeudu2005)wherebyapercentagemarkup

onsalesisset.Thissetpercentagecoversanticipatedoperatingcostplusdesiredprofit

fortheyear.

2) Stabilizeprices

Anotherpricingobjectivecouldbetostabilizeprices.Thisismostlyfoundinindustries

wherethereisamarketleaderandpricesfluctuatefrequently."Priceleadershipdoes

notnecessarilyimplythattheobjectiveofstabilityisreachedbyhavingallfirmsinthe

industrychargethesamepriceasthatsetbytheleader(Stanton1981).Itonlymeans

thatsomeregularrelationshipsexistbetweentheleader‘spriceandthosechargedby

otherfirms"(Sean2005).

3) Maintainorimprovetargetshoweredofthemarket

Mostcompanieshavetheirpricingobjectivetobetoincreaseormaintainmarket

shower(Stanton1981).Increasedmarketshowerisaresultofeffectivelongterm

pricingstrategies.Anyfirm whohasthisasapricingstrategymustbereadytooperate

andplanonthelongrun.Itisquitedifferentfrom targetreturnwhichmightbedeceptive

becauseafirm couldbeearningbutlosingmarketshoweredgradually(Lancaster,etal.,

2002).

4)Meetorpreventcompetition

Lancaster,etal.,(2002)stated thatorganizations may try to meetup with
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competitionbyreducingpricesorevenpreventitbyadoptingwhatiscalled'follow

theleader'policy(apolicywherebycompaniespriceproductsbasedoncompetitor

‘sprice).

5)Maximizeprofits

Thispricingobjectiveisusedbycountlessfirms.Theproblem withthisgoalisthatitis

oftenconnectedinthepublicmindwithprofiteering,highpriceandmonopolyalthough

thereisnothingwrongwithit(Ezeudu2005).Iftheprofitishighduetoshortsupplyin

relationtodemandnewcapitalwouldbeattractedintothefield.



v

CHAPTERTHREE

3.RESEARCHMETHODOLOGY

1.1.Descriptionofthestudyarea
Thesoressahotelwasestablishedin1998andThereisaconstructionofnewbuilding,

greenareaandalotoffacility.soressahotelinwolkiteisnearesttowabeand158km

southofAddisAbaba.Soressahotelisamodernhotelwithqualityandstandard

bedrooms.ThehoteldeliversbarandRestaurantserviceswithtrainedhotelstaffand

chiefs.Soressahotelisavailablefacilitywhichcanservefordifferentoccasionslike

weddingceremonies,enoughparkingforvehicles’andavailableforotherprogram.

3.2Researchdesign
Toaccomplishtheobjectivesofthestudybothqualitativeandquantitativeresearch

strategieswouldbeuse.Suchresearchstrategiesweregoodwayofapproaching

issuesasitenabledtorespondandtriangulateevidences.Crosssectionaldesignwasa

studyinwhichvarioussegmentsofpopulationweresampledatasinglepointinatime

(Zikmend,2003).Basedonthepurpose,thestudywouldbedescriptiveinnature

because,thistypeofstudywouldbeconductedtoprovidedetaileddescriptionabout

theexistingphenomenaandtojustifycurrentconditionwiththeintentofemploying

dataandwheneverpossibletodraw conclusionfrom thefactdiscovered(Kothari,

2004).

3.3Sourceofdata
Toconductedthisstudy,theresearchwasusedbothprimaryandsecondarydata.The

primarydataisthatoforiginalinformationthatcollectedthroughquestionnaireand

interview while the secondary data would be collected from books,different

publications,previousresearchworksandthelike.

3.4TargetPopulation
Thetargetpopulationofthisstudywascustomerthosewhoreceiveservicefrom the

hotel,employeeswhogiveserviceinthehotelandmanagerofthehotelwhomanage

activitiesofthehotelcurrently.
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3.5Samplingtechnique
Asampleofconvenienceissimplyapotentialsourceofresearchparticipantsthatis

easilyaccessibletotheresearcher.(GeoffreyM,DavidD,andDavidF,1964)

Samples from targetpopulation would be selectbyusing convenience sampling

technique,becauseofusingthistechniqueisappropriatetosavetimeandcost.

Theorganizationhas40employees,1managerandaround4320estimatedaverage

numberofcustomerperamonthfrom organizationsource.Sotokeepaccuracyofdata

studyselect139samplefrom totalpopulationspecifically;theresearchuse98of

customerofmostloyalcustomersofhotel,40employeesand1managersource

organization.

Forselecting samplesfrom allthe4320 customerthefollowing formulaofToro

Yamane(1967)willusedandcensuswouldbeusedforemployees.

n=N/[1+N(e)2]

Wheren=thesamplesize

N=Populationsize

e=Acceptablesamplingerror(10%)and90%confidencelevel

n=4320/1+4320(0.1)2

n=4320/1+4320(0.01)

n=4320/1+43.2

n=4320/44.2

n=97.7=98

3.6.Methodsofdatacollection
Theresearcherwascollecteddifferenttypesofdatafrom differentquestionnairesand

interview.Theresearcherwascollecteddatafrom customerandemployeesofthe

organizationthroughquestionnaireandtheinterviewwouldbeconductedwitha

managerofthehotelandalsotheresearcherwasalsocollectedsecondarydata

throughreviewofrelatedliteratureregardingthestudy.

3.7Methodofdataanalysisandpresentation

Afterthecollectionofthedatabyquestionnaire,andinterviewtheavailabledatawould

beanalyzedbyusingqualitativeandquantitativemethods.Thequantitativedatawould

be presented and analyzed bydescriptive statisticsin the form oftable,graphs,

frequencies,becausethedatacontainsnumericalvariables,whilequalitativedatawill
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beanalyzedthroughnarratingofkeyinformants’responses.

.

CHAPTERFOUR

4.DATAPRESENTATION,ANALYSISANDINTERPRETATION

4.1Introduction

This chapter deals with the result obtained from questioner filled by

employees,customerandinterviewsaskedtomanagerofsoressahotel.Inorderto

conductedthisresearch98questionnairesweredistributedtocustomersofsoressa

hoteland90(92%)copieswereproperlycompletedandreturnedbycustomers.Therest

of8(8%)questionerswerenotreturnedbecauseofvariousreasonssuchascustomers

haveshortageoftime,issueofpersonalproblem andlackofsufficientideasdidnotfill

upandreturnedthequestionnaireontime.

4.1Demographicnatureofrespondents

Table4.1.1,sexdistributionofsampleemployeesandcustomers

Sex Number Percentage

Customer

respondents

Male 65 72%

Female 25 28%

Total 90 100%

Employee

respondents

Male 17 43%

Female 23 57%

Total 40 100%

(Sourceofquaternary,2019)

Theabovetableshowthattherespondentssexdistribution.From tablecanunderstand

that72% ofrespondentcustomersaremalesand28% ofrespondentcustomersare

females.Ontheotherhand43% respondentemployeesaremalesandtheremaining

57%ofrespondentemployee'sarefemales.
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Table4.1.2,agedistributionofsampleemployeesandcustomers

CustomerRespondent

Age 20-30 30-40 40-50 >50 Average

Sex Male 25 18 13 9 65

Female 15 9 1 - 25

Total 40 27 14 9 90

Percentage 44% 30% 16% 10% 100%

Employeerespondents

Age 20-30 30-40 40-50 >50 Average

Sex Male 13 4 - - 17

Female 15 6 2 - 23

Total 28 10 2 - 40

Percentage 70% 25% 5% - 100%

(Source0fsurvey,2019)

Theabovetable4.1.2showsthattheagedistributionofrespondentcustomersand

employees.Itisclearlyobservedfrom table3.2.70% ofrespondentemployeesfell

undertheageof20-30,from thisthemajoritiesarefemaleand25% ofrespondent

employeesarebetweentheageof30and40and5% ofrespondentemployeesare

between40-50.ontheotherhand44% ofrespondentcustomersarebetween20-30

from thisthemajoritiesaremale,30%ofrespondentcustomersarebetween30-40

age,16%ofrespondentcustomersarebetween40-50age,from thisthecustomersare

maleand10%ofrespondentcustomersareundertheageof>50,thesecustomersare
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malecustomers. Thisshowsconcludedthatthehotelholdsyoungandproductive

humanpowerandthisistrueforcustomersincemostofthem arecategorizedunder

theageof20-30.Thisgroupofemployeescouldhelpthehoteltoserveitsesteemed

customersquicklyandpresentably.

Table4.1.3,distributionofrespondentEducationlevel

costumerrespondent

Category High

school

Certificate Diploma Degree Other Average

Male - 12 14 23 16 65

Female - 4 14 7 - 25

Total - 16 28 30 16 90

Percent - 18% 31% 33% 18% 100%

Employeerespondent

Category High

school

Certificate Diploma Degree Other Average

Male - 12 5 - - 17

Female 16 3 4 - - 27

Total 16 15 9 - - 40

Percent 40% 37% 23% - - 100%

(Source0fsurvey,2019)

theabovetable,4.1.3showsthattheeducationlevelofrespondentcustomersand

employees.From table4.1.3,40%ofrespondentemployeesarehighschoolcompleted,

37%ofrespondentemployeesarecertificateholdersand23%ofrespondentemployees

arediplomaholders.From thistheresearcherconcludedthemajoritiesofrespondent

employee’seducationlevelarehighschoolcompleted.Ontheotherhand;18% of

respondentcustomers are certificate holders,31% ofrespondentcustomers are

diploma holders,33% ofrespondentcustomers are degree holders and 18% of

respondentcustomersareother.From thistheresearcherconcludedthatthemajorities

ofrespondentcustomer’seducationlevelaredegreeholders.
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4.2.Interpretationofcustomerresponse
Table4.2.1,distributionofcustomersProfession

Customerrespondent

Category Employee &

businessman

Student Other Average

Female 44 - 21 65

Male 15 - 10 25

Total 59 - 31 90

Percent 66% - 34% 100%

Theabovetable4.2.1,showsthatthedistributionofcustomersprofession.AsoneIcan

understandfrom table,59(66%)respondent'sareemployees,from this(outof15are

malesandtherest44arefemales)and34% ofrespondentcustomersareother

profession.From thistheresearchercanconcludedthatmostofthehotelusersare

employeesandbusinessmencustomers.

Table4.2.2,distributionofaverageuseroftheHotelsLevelofresponse

On average

how many

times (in a

month)doYou

getservice at

thehotel?

Category 1-2time 3-4times 5-

6times

7-8times >9times Average

Female 6 24 12 11 12 65

Male 3 7 2 1 2 25

Total 19 31 14 12 14 90

Percent 21% 34% 16% 13% 16% 100%

(Source0fsurvey,2019)

Abovethetable4.2.2,Icanseethat21%ofrespondentcustomersareusedthehotel

servicesfrom 1-2timesinamonth,from this6respondentsaremaleandalsotheother

13respondentsarefemales.Next34% ofrespondentsarevisitingthehotelfrom 3-4

timesinamonth.Amongtheserespondents24respondentsaremale

Andtheremaining7arefemaleand16%ofcustomersarevisitthehotel5-6timesfrom

which 12 respondents are male and 2 are female.On the otherhand,13% of

respondentsareservedatthehotelfrom 7-8timesand16%ofrespondentsareserved

atthehotelfrequently.From thisresearchercanunderstandthatmostofcustomersare

loyalforthehotel.

Table4.2.3,evaluationofthehotelqualityServiceLevelofresponse
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Customerrespondents

How do you

evaluate the

hotel service

ofQuality?

Category Itsprice Its

tangibilit

y

Its

close

relation

Employee

approach

>all Average

Male 28 13 5 11 8 65

Female 12 - 3 3 7 25

Total 40 13 8 14 15 90

Percent 44% 14% 9% 16% 17% 100%

(Source0fsurvey,2019)

Theabovetableshowsthatfactorsofthehotelservicequalityevaluation.From the

above table the researcherunderstands that44% ofrespondentcustomers are

evaluatedthehotel’sservicequalitybasedonitsprice.From thisoutof28aremales

andtheremaining12respondentsarefemalecustomers.14% ofrespondentsare

evaluatedthehotel’sservicequalitybasedonitstangibilityfrom thistherespondents

thatmeans13totalrespondentsareonlymalecustomers.Next9% ofrespondents

customersareevaluatedthehotelservicequalitybasedonitscloserelationfrom this5

respondentis male and 3 respondentare female customers and again 16% of

respondentcustomersareevaluated thehotelservicequalitybased on employee

approach from this 11 respondents are male customers and the remaining 3

respondentcustomersarefemales.Andthelast17% ofrespondentcustomersare

evaluated the hotel’service quality based on allaspect.From these respondent

customers8customersaremaleandtheremaining7customersarefemale.Here,the

researchergeneralizethatthemajorityofrespondentsareagreethehotels“itsprice”in

ordertoevaluatehotelsqualityservice.Theminorityofrespondentsareevaluatedthe

hotelqualityservicebyitscloserelation.

Table4.2.4,distributionofthepriceofservicewhencomparedtoitsQuality.Levelof

response

Customers’respondent

The price of

services given

bythehotelis

Category Strong

agree

Agree Modera

te

Disagree Strongl

y

disagre

e

Average
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Reasonable

when seen

against its

quality?

Male - 21 30 9 5 65

Female - - 15 6 4 25

Total - 21 45 15 9 90

Percent - 23% 50% 17% 10% 100%

(Source0fsurvey,2019)

Theaboveshowsthattheservicesgivenbythehotelisreasonablewhenseenagainst

itsprice.From thistable the researchercan understand that50% ofrespondent

customersare moderate.23% ofrespondentcustomersare agreed,next17% of

respondentaredisagreeandtheremaining10%ofrespondentcustomersarestrongly

disagree.From thistheresearchercangeneralizethatthehotelseffortinorderto

matchitspricewithitsservicesarerelativelygoodsince,almost73%ofrespondents

aresatisfied.

Table 4.2.5,capabilities ofhotel’s pricing Decision in considering the Society

purchasingpower

Customers’respondent

The hotel’s

pricing

decision

seems to

consider The

society’s

purchasing

power.

Category Strong

agree

Agree Modera

te

Disagree Strongl

y

disagre

e

Average

Male 5 5 55 - - 65

Female 17 8 8 - - 25

Total 22 13 63 - - 90

Percent 24% 15% 61% - - 100%

(Source0fsurvey,2019)

Theabovetableshowsthatthehotelpricedecisionseemstoconsiderthesociety’s

purchasingpower.Asindicatedinthetables4.8theresearchercanunderstandthat

44% ofrespondentcustomersaredisagree.16% ofrespondentofcustomersare
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agreedand28%ofrespondentcustomersarestronglydisagreeandtheremaining12%

ofrespondentcustomersaremoderateonthehotel’sCapabilityinconsideringthe

society’spurchasingpower.From thistheresearchercangeneralizethatserviceswhich

aredeliveredbythehotelareavailableforonlyhighclassofsocietysincealmost72%

ofrespondentcustomersarenotagreed.

Table4.2.6pricediscountResponse

Customerrespondent

Isthehotelgive

price discount

foryou?

Category Yes No Average

Male - 65 65

Female - 25 25

Total - 90 90

Percentage - 100% 100%

(Source0fsurvey,2019)

Theabovetableindicatesthatthepricediscountandtypeofpricediscountofthehotel

giventocustomers.From thistable,100%ofrespondentcustomersaresaidthat“No”

thehotelisnotgivepricediscount&nooneofrespondentcustomersaresaidthat

“Yes”.From thistheresearchercanconcludedthatthehotelisrelativelynotgiveprice

discountforcustomers.

Table4.2.7regardingmenuofhotel

Customerrespondent

Istheirmenuin

thehotelwhich

listprice?

Category Yes No Average

Male 65 - 65

Female 20 5 25

Total 85 5 90

Percentage 94% 6% 100%

(Source0fsurvey,2019)

Theabovetableindicatesthathotelmenugiventocustomers.From thistable,63%of

respondentcustomersaresaidthat“yes”thehotelisgivemenutocustomer&the

remaining37%ofrespondentcustomersaresaidthat“no”thehotelisnotgivemenu.

From thistheresearchercanconcludedthatthehotelisrelatively givemenufor

customerssincealmost63%ofrespondentsaresaidthatthehotelis givemenufor
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customers

Table4.2.8regardingofreceiptforprice

Customerrespondent

isthehotelgive

receipt to

customerwhen

theypayprice?

Category Yes No Average

Male 55 10 65

Female 21 4 25

Total 76 14 90

Percentage 84% 16% 100%

(Source0fsurvey,2019)

Theabovetableindicatesthathotelgivereceipttocustomerwhentheypayprice.From

thistable,84%ofrespondentcustomersaresaidthat“yes”thehotelisgivereceiptto

customer&theremaining16%ofrespondentcustomersaresaidthat“no”thehotelis

notgivereceipt.From thistheresearchercanconcludedthatthehotelisrelativelygive

receiptforcustomerswhentheypayprice.

Table4.2.9pricediscountonholidayresponse

Customerrespondent

Isthehotelgive

price discount

ontheholiday?

Category Yes No Average

Male 5 60 65

Female 3 22 25

Total 8 82 90

Percentage 9% 91% 100%

(Source0fsurvey,2019)

Theabovetableindicatesthatthepricediscountonholidayandtypeofpricediscount

ofthehotelgiventocustomers.From thistable,91%ofrespondentcustomersaresaid

that“No”thehotelisnotgivepricediscountonholiday&9%ofrespondentcustomers

aresaidthat“Yes”.From thistheresearchercanconcludedthatthehotelisrelatively
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notgivepricediscountonholidayforcustomers.

Table4.2.10stabilityofprice

Customerrespondent

Is the hotel

price decision

the same

through the

year?

Category Yes No Average

Male 57 8 65

Female 22 3 25

Total 79 11 90

Percentage 88% 12% 100%

(Source0fsurvey,2019)

Theabovetableindicatesthatthehotelpricedecisionthroughtheyear.From this

table,88%ofrespondentcustomersaresaidthat“yes”thehotelpricingdecisionisthe

samethoughtheyear&theremaining12%ofrespondentcustomersaresaidthat“no”

thehotelpricedecisionisnotthesamethroughayear.From thistheresearchercan

concludedthatthehotelpriceisrelativelythesame.

4.3Interpretationsandanalysisofemployees‘Response
Table4.3.1,evaluationofthehotelpriceDecisionpracticeLevelofresponse

Employeerespondent

How do you

evaluate the

hotel’s price

decision

Practice?

Category Very

high

High Medium Low Verylow Average

Male - 2 10 1 4 17

Female - 3 17 - 3 23

Total - 5 27 1 7 40

Percenta

ge

- 15% 67% 3% 17% 100%

(Source:questionnaire2019)
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Theabovetableshowsthatthehotel’spricingdecisionpracticeevaluation.From this

table4.3.1,3%ofrespondentemployeesaresaidthathotelpricedecisionpracticeis

low &17% ofrespondentsaresaidthatit’sverylow.Incontrast67% ofrespondent

employeessaidthatthehotelpricedecisionpracticeismedium &theremaining13%of

respondentssaidthatitishighcomparewithcompetitorspricingdecisionpractice.

From thisthemajorityofrespondentsaresaidthathotelpricedecisionpracticeis

medium.Forthistheresearchercangeneralizethathotelpricedecisionpracticeis

relativelynotgoodcomparewithcompetitors.

Table4.3.2:pricesettingmethodResponse

Employeerespondent

Whatprice

setting

method

the hotels

usually

Make?

Category Cost-

plus

pricing

Target

return

pricin

g

Value

based

pricing

Psychologic

alpricing

Other Average

Male 10 - 7 - - 17

Female 15 - 8 - - 23

Total 25 - 15 - - 40

Percenta

ge

71% - 29% - - 100%

(Source:questionnaire2019

Theabovetableindicatesthatthepricesettingmethodofthehotelusuallymake.From

thistable4.3.2,71% ofrespondentemployeessaidthattheisusecost-pluspricing

methodandtheremaining29%ofrespondentemployeessaidthatthehotelisusevalue

basedpricing.Forthistheresearcherconcludedthatthehotelisusecost-pluspricing

andsometimesusevaluebasedpricing.

Table4.3.3,pricingdiscountthehotelgivesforCustomersResponse

Isthehotelgivepricediscountforcustomer?

Employeerespondent

Istheirmenuin

thehotelwhich

listprice?

Category Yes No Average

Male 4 13 17

Female 5 22 23

Total 9 35 40
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Percentage 26% 74% 100%

(Source0fsurvey,2019)

Source:questionnaire

Theabovetableshowsthatpricediscountmethodofthehotelgiveforcustomers.

From thistable74%ofrespondentemployeesaidthatthehotelnotgivepricediscount

forcustomersandtheremaining26%ofrespondentemployeessaidthatthehotelgive

pricediscountforcustomers.Forthistheresearchercanconcludedthatthehotelnot

givepricediscountforcustomersbecausethemajorityofrespondentsaresaidthatnot

givepricediscountforcustomers,26% ofrespondentemployeessaidthatthehotel

givescashdiscountforcustomerstoshortperiodoftime.

4.3.4,customerfacialexpressionResponse

Employeerespondent

How do you

see the

customer

facial

expression

Atthetimeof

payingaprice?

Category Very

happy

happy Modera

te

Unhappy Very

unhapp

y

Average

Male - 3 10 4 - 17

Female - 5 15 2 1 23

Total - 8 25 6 1 40

Percent - 20% 62% 15% 3% 100%

(Source0fsurvey,2019)

Theabovetable4.3.4showsthatcustomersfacialexpressionatthetimeofpayingthe

price.From thistable62% ofrespondentemployeesaidthatcustomersaremedium

facialexpressionatthetimeofpayingaprice.20%ofrespondentemployeessaidthat

customerarehappyfacialexpressionatthetimeofpayingaprice,&next15% of

respondentemployeessaidthatcustomersareunhappyatthetimeofpayingaprice&

theremaining3%ofrespondentcustomerssaidthatcustomerareveryunhappyatthe

timeofpayingtheprice.Forthistheresearcherconcludedthatthecustomerare

moderatefacialexpressionatthetimeofpayingaprice,becausethemajorityofthe

respondentsaresaidthatmedium facialexpression.

Table4.3.5,customerscomplainaboutapriceResponses

Employeerespondent



v

.

Do customers

complainabout

price of the

Hotels product

orservice?

Category Yes No Average

Male 17 - 17

Female 23 - 23

Total 40 - 40

Percentage 100% - 100%

(Source0fsurvey,2019)

Theabovetable4.3.5showsthatthecustomerscomplainaboutthepriceofthehotel

services.From thistable100% ofrespondentsaresaidthatcustomersarecomplain

aboutprice ofthe productorservice,and the respondentsaid thatthe reason

customerscomplyingarethepriceoftheserviceishighandnotbalanceandother

customerssaythatthecustomerscomplainarenotreasonforcomplainaboutthe

productorserviceofthehotel.Forthistheresearchercanconcludedthatthepriceof

thehotelisnotsatisfiedtocustomersbecausecustomersarecomplainabouttheprice

thehotel.

Table4.3.6employeetrainingrelatedresponse

Employeerespondent

Is there any training that gives to

employees to develop to skill and

knowledgeabouthotelspricing?

Category Yes No Average

Male 13 4 17

Female 20 3 23

Total 33 7 40

Percentag

e

83% 17% 100%

(Source0fsurvey,2019)

\Theabovetableshowsthattrainingthatgivetoemployeestodeveloptoskilland

knowledgeabouthotelspricing.From thistable83%ofrespondentemployeesaidthat

thehotelgivetrainingtoemployeesinordertodeveloptheskillandknowledgeof

employeesandtheremaining17%ofrespondentemployeessaidthatthehotelisnot

givetrainingtoemployees.Forthistheresearchercanconcludedthatthehotelgive

training foremployeesinordertoincreaseskillandknowledgeabouthotelspricing

strategy.
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4.3.7INTERVIEW RESULTS

-Basedonthepiecesofinformationwhichweregatheredfrom themanagerofthe

hotel,soitspricingdecisionagainsttheothercompetitorsismedium.Thatmeansto

decideitsprice,thehoteluseonaveragetoparticipatethehigherandthemedium

society aboutthe type ofhotel’s pricing decision;the managergave so many

information’s.Thetypeofpricingdecisionwhichisusedbythehotelisvalue(quality)-

basedpricinginordertokeepconsumersasaloyalcustomersandcost-pluspricingto

coverallcostandtobeprofitable.Forfooditemsthiskindofpricing(qualitybased)is

usedforsixmonths,thereasonbehindthechangingofthehotel’spricingdecisionisin

ordertoconsistentthecurrentmarketsituation.-Asthemanagersaidthatwhenthe

hoteldecidesit’spricing,thehotelconsidersomefactors.Thosefactorshavetheirown

impactsonthehotel’spricingdecisionamongthosefactors:-

-priceofrawmaterials

-Customer’sinterest

-Laborcostsareconsidered

Whenthepriceofrawmaterialsisincreased,thesametimethehotel’spricewhichis

chargedforitsservicesalsoincreased.Thereverseistrue.

-Thehotel’smanagersaidthatthepricingobjectiveofthehotelcanmaximizeowner’s

investmentandalsotheybelievethattheirgustsarehighlysatisfiedbywhatthehotel

charged.

-Thehotelmanagersaidthatthecustomersaresatisfiedbypriceofthehotelservice

butsometimescomplainaboutsomehotelservices.

-Themanagersaidthattocontinuethecustomer’ssatisfactionbysometimesgiving

incentiveforcustomersandbydeliveringqualityproductorservice,andbytakingthe

customercomplainandsolvetheproblemsofcustomersimmediately.

-Finallythemanagersaidthatinthefuturethehotelisreachintheoneofhigherlevel

thehotelinthecityintermsofquality,pricereliability,accuratelyandsoon.
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CHAPTERFIVE

MAJORFINDINGS,CONCLUSIONSANDRECOMMENDATIONS

5.1majorfinding
Themainpurposeoftheresearchwastoassessthepracticeofpricingdecision(case

ofsoressahotel).Toundertakethestudy,thestudentresearcherhasformulatedand

designedobjectives.Theplanwastosolvetheresearchquestionsontheprocessof

dataanalysisandinterpretation.

 Thebasicquestionswere:-

 Whattypesofpricingstrategythehotelisusing?

 Whatisthecustomer’sperceptiontothehotel’spricingstrategy?

 Whatwerethefactorsthataffectthepricingdecisionofthehotel?

 Towhatextentthepricingdecisionofthehoteliseffectiveinattainingitsbusiness

objective?

Asfarforsolvingtheseproblemsisconcernedtheresearcherhascollectedfrom 40

employee’sand90customersofthehotel.Usingconveniencesamplingtechnique,

primary data (questionnaire and interview)and secondary data (differentbooks,

previousresearchworks)wereusedasdatagatheringtools.Regardingtomethodof

dataanalysisandinterpretations,theresearcherhasusedtablesandpercentages.

Basedonthecollectedandanalyzeddata,thefollowingthefollowingfindingsarelisted:

-

-Thehotelholdsyoungandproductiveforcesincethemajorityofthehotelemployees

fellbetweentheagesof20-25.

-Themajorityofrespondentcustomersareemployeesandbusinessmen.

-Mostofthehotel’scustomers(34%)areloyalcustomerssincetheyvisitedthehotel

from 3-4timesinamonth.

-With regard to evaluation ofthe hotelquality service with thatofcustomer

expectations,44% ofrespondentssaidthatitsprice,next16%,17%,14%,and9% of

respondentsaresaidthat“employeeapproach”,“allaspects”,“itstangibility”,and“it’s

closerrelation”respectively.

-Thecustomerswhoaretheusersoftheserviceatthehotel’saremoderatelyagreeon

itsprice.
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-Themajorityofrespondentcustomersarestronglyagreedonhotel’scapabilityis

consideringthesocietiespurchasingpower.

-Mostofemployeesareevaluatethehotelpricedecisionpracticecomparedtoother

competitor’sitismedium since67%ofrespondentsaresaidthatitismedium ofprice

decisionpractice.

-Themajorityofemployee’srespondents(60%)saidthatthehotel’spricesetting

methodiscostpluspricing.Andtheremaining40% ofrespondentssaidthatvalue

basedpricingtheehotelusuallymakes.

-Mostofcustomer’sfacialexpressionatthetimeofpayingapriceoftheservice

moderatelyhappy.

-Allrespondentemployeessaidthatcustomersareraisecomplainaboutthepriceof

theserviceprovidebythehotel.

Thereasonsofthiscomplainarepriceoftheservicearehigh,notbalanceandthe

othersarenoreasonforcomplains.

5.2conclusions
Basedonthefindingofthecollectedandanalyzeddata,thefollowingconclusionsare

drowns:

-Hotel’spricingstrategy(valuebasedandcost-plus)pricinghasagreatroleforthe

hotel.Becauseofthisthehotelcanmaximizeitsprofitbysatisfyingcustomersbeyond

itcompetitors.

-Thehotelissuccessfullyitspricingdecisionwhichisidentifiedbythemeasurementof

directmaterialcostwhichisbaseforpricesetting.

-Byusingoftwobasicpricingdecisionsinsomeextent,thehotelissuccessfulby

seeingitsreturnoninvestment.

-Sincethemajorityofrespondentcustomersareemployed,theycanuseThehotel

servicewithoutanyconstraints,whichmeansthereisnoincomeconstraint.

-Hotel’spriceisthebasedforevaluatinghotel’sservicequality.Thisindicatedthatthe

hotelispoorinmakingitscustomerstoevaluatequalityservicebyotherthings.

-Sincethemajorityofcustomersareagreeonhotel’spriceagainstservicequality,the

hotelisachievingitsobjective,whichmeansgeneratingprofitbysatisfyingcustomers.

-Thehoteliscontinuingthecustomer’ssatisfactionbygivingincentivesforcustomers

anddeliveringqualityproductforthecustomerssometimes.

-Themajorityofcustomersareagreeingonthehotelsconsiderationofsociety’s
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purchasingpower.Thisindicatesthatthehotelismoderatepricingdecisionwithregard

toallclassesofthesocietypurchasingpowerconsideration.

-Thehotelisnotgivepricediscountforcustomers.Thisindicatesthatthehotelispoor

inattractingcustomer’sespeciallynewcustomersbygivingpricediscount.

-theresearchergeneralizethatthemajorityofrespondentsareagreethehotels“its

price”inordertoevaluatehotelsqualityservice.Theminorityofrespondentsare

evaluatedthehotelqualityservicebyitscloserelation.

5.3Recommendation
Pricingdecisionisthekeytoattractcustomerstomeasureorganizationsprofitability.

Thefollowingarerecommendedtoimprovepricingdecision,customerretentionand

activitiesthathinderhotel’spricingdecision.

-Inadditiontotheonlyusingofhotel’spricingdecision(value-basedandcost-plus

pricing).Thesoressahoteltomakepriceadjustmentbyimplementingpriceadjustment

thehotelmanagementshouldgivemoreattentiontoitscompetitor’sactionbyusing

marketingresearch;balancethecostofserviceandtoofferapartfrom itscompetitors.

-Sincepriceistheonlymarketingmixtogenerateprofit,ithasagreatcontributionto

thehotel’sprofit.Todothis,theusingofotherpricingstrategyisadvisableinorderto

maximizethehotel’spriceandtomakecompetitorsoutofthemarket.

-Toofarfrom itsfearsaboutlosingthecustomers,thehotelshouldtakeameasurable

action,whichmeanssatisfiedcustomers.Itismandatorytoavoidnegativewordof

mouthbycreatingandusingloyalcustomers.

-Additionalsincethehotelisnotgivediscounttocustomersoit’sbettertouseprice

discountinordertogaincompetitiveadvantagesoverthecompetitors

-Beyonddirectmaterialcost,thehotelshouldbeconsideringotherthingswhichcan

influencethehotel’spricingdecision,whichmeanscompetitorsaction(pricing).

-Pricingisanindicatorofprofit.So,thehotelshouldbeusedifferentpricingdecisions

inordertobemorecompetitivewithinthemarket.

-Thehotelmusttraintheexistingemployeesperiodicallyandhiringprofessionstobest

thehotelpricedecisionpracticeagainstcompetitors.

-Beyondthehoteltrainandhiringtheemployees,thehotelshouldbestrengtheningthe

managementcommitmenttodecideandsetbetterprice.
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APPENDIX

WOLKITEUNIVERSITY

COLLEGEOFBUSINESSANDECONOMICS

DEPARTIMENTOFMARKETINGMANAGIMENT

Dearrespondents

This questionnaire is developed by 3rd yearmarketing managementgraduating

studentsatWolkiteUniversityandcaringoutresearchonpricingdecisiononsoressa

hotelinwolkitetown.Irequestyoutogiveyourvaluabletimeandanswerthequestion,

theresearcherconductthisresearchforacademicaim.Thereliabilityoftheanswer

wouldhaveimportancefortheoutcomeoftheresearch.

Generalinstructions.

Itisnotnecessarytowriteyourname.

Put(X)signforthecloseendquestionsonthespaceprovided.

Bebriefinprovidingapersonalopiningotherthanchoicesprovided.Whenever,suchis

neededpleaseasbriefaspossibleansweringtheopenendedquestion.

Personalinformationofcustomer

1.Sex

Male female

2.Age 20-30 30-40 40-50 >50

3.Educationallevel
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Highschool certificate Diploma

Degree other

4.Customerprofession

Employeeandbusinessmen student other

5.Onaverageshowmanytimes(inamonth)doyougetserviceatthehotel?

1-2times 3-4time 5-6times 7-8times >9times

6,Howdoyouevaluatethehotelsservicequality?

Price itstangibility itscloserelation employeeapproach

7.Thepriceofservicegivenbythehotelisreasonablewhenseenagainstitsquality?

Stronglyagree agree moderate disagree strongly

disagree

8.Thehotelspricingdecisionseemstoconsiderthesocietypurchasingpower?

Stronglyagree agree moderate disagree strongly

disagree

9.Isthehotelgivepricediscountforyou?

Yes No

10.Istheirmenuinthehotelwhichlistprice?

Yes No

11.isthehotelgivereceipttocustomerwhentheypayprice?

Yes No

12.Isthehotelgivepricediscountontheholiday?

Yes No

13.Isthehotelpricedecisionisthesamethoughttheyear?

Yes No
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WOLKITEUNIVERSITY

COLLEGEOFBUSINESSANDECONOMICS

DEPARTIMENTOFMARKETINGMANAGIMENT

Dearrespondents

This questionnaire is developed by 3rd yearmarketing managementgraduating

studentsatWolkiteUniversityandcaringoutresearchonpricingdecisiononsoressa

hotelinwolkitetown.Irequestyoutogiveyourvaluabletimeandanswerthequestion,

theresearcherconductthisresearchforacademicaim.Thereliabilityoftheanswer

wouldhaveimportancefortheoutcomeoftheresearch.

Generalinstructions.

Itisnotnecessarytowriteyourname.

Put(X)signforthecloseendquestionsonthespaceprovided.

Bebriefinprovidingapersonalopiningotherthanchoicesprovided.Wheneversuchis

neededpleaseasbriefaspossibleansweringtheopenendedquestion.

Personalinformationofemployee

1.Sex
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Male female

2.Age 20-30 30-40 40-50 >50

3.Educationallevel

Highschool certificate Diploma

Degree other

4.Isthereanytrainingthatgiventoemployeestodeveloptoskillandknowledgeabout

hotelspricing?

Yes

No

5.Whatpricesettingmethodsthehotelsusuallymake?

Costpluspricing targetreturnpricing valuebasedpricing

Psychologicalpricing other

6.Isthehotelgivepricediscountforcustomers?

Yes NO

7.Howdoyouseethecustomerfacialexpressionatthetimeofpayingaprice?

Veryhappy happy moderate un unhappy very

unhappy

8.Isthereanycomplainfrom customersaboutpriceofthehotelsproductorservice?

Yes No

9.Isthereanytrainingthatgiventoemployeestodeveloptoskillandknowledgeabout

hotelspricing?

Yes No

10.isthehotelgivereceipttocustomerwhentheypayprice?

Yes No
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WOLKITEUNIVERSITY

COLLEGEOFBUSINESSANDECONOMICS

DEPARTIMENTOFMARKETINGMANAGIMENT

Interviewformanager

1.Whattypespricingdecisionthehoteluse?

2.Istherefactorsthataffectthepricingdecisionofthehotel?

3.Isthereanytrainingthatgiventoemployeestodeveloptoskillandknowledgeabout

hotelspricing?

Yes

No

4.Ifyeswhatarethere?

_____________________________________________________

5.Ifnotwhatdoyouthinkforthefuture?
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