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ABSTRACT

Yield  Management  strategies:dynamicpricing,capacity =~ management,  price
discriminationanddurationcontrolare usedinhighratedhotelstooptimizeroom
occupancyandinturnprofitability. These strategieswereexaminedextensivelyifthey
hadeffectoncustomer  retentionviathecustomers’perceptionof  fairness.Customers’
perceivedfairnesstowardsyieldmanagementhadbeengiven littleattention;thus,this study
examined its mediating effectbetween yield managementstrategies andcustomer
retention. Thisstudyadoptedquantitativeresearchapproachfortheinvestigationthrough
questionnairesofvalidmeasureandinterviewswithmanagersof5-starhotelsinEthiopia
andtheircorresponding customers.Thisstudyutilizedsimpleandmultipleregression
researchanalysistechniquesandPROCES SmacroforSPSSandpresentsfindingsinthe
topic.Andtheresearchfindingsreveal thattheapplicationoftheaboveyield
managementstrategieshassignificanteffectoncustomerretention viacustomer’s perceived
fairness.Managers’  decision makingand theirflexibility intheapplication  of
theyieldmanagementstrategieswasalsofoundtobeindispensableinmaintaininglasting
relationshipswiththeircustomers.Customers’perceivedfairnessfullymediatesduration
controlandcustomerretention. Andrecommendationsweremadeforhotelstorationally

integratetheiryieldmanagement strategieswithcustomerrelationshipmanagement.

KeyWords: CapacityManagement,DynamicPricing,PriceDiscrimination,Duration

Control,and CustomerRetention.

CHAPTER ONE: INTRODUCTION



1.1 Backgroundof thestudy

Firstly,developedbytheairlineindustry, Yieldmanagementhasexpandedtoitscurrent

stateasacommonbusinesspracticeinawiderangeofindustries.Kimes (1989)and
Wirtz,Kimes, Thengand Patterson(2003)outlinethatrevenue oryieldmanagement
canhaveessentialcontributiontobusinessesthatshare thefollowingcharacteristics:

perishable inventory,restricted capacity,volatile demand, micro segmentedmarkets,
availability of advancereservation/purchase, and low variable tofixed costratio
(althoughSchwartz(1998)showsthatthesedonotneedtobenecessaryfulfilledinorder yield
management tobesuccessfully implemented).
Incontrasttocustomerandrelationshiporientation,whicharemanagementphilosophies
focusingoncustomerneedsandretention,yieldmanagementisasophisticatedformof
supplyanddemandmanagementthatbalancesbothpricingstrategiesandinventory
management.Itsprimarypurposeismanagingcustomerdemandthroughtheuseof
variablepricing,capacitymanagementanddurationcontroltomaximizeprofitability.It is
essentially theprocessof allocating theright typeof capacity to therightcustomer at
therighttimeattherightprice.Itfocusestheserviceorganizationonmaximizing profitability
by applying disciplined tactics to forecast consumer behavior at themicro- market
levelandcontrolinventory availability at each pricelevel at any onetime. Revenue
management has been a well-researched topic in the hotel industry
managementliterature;however,howitisrelatedwithcustomerretentionappearstobe
somewhat neglected.
Perceivedfairnesshasbeenstudiedinavarietyofindustries(Campbell1999a,1999b;
Kahneman,Knetch,andThaler1986;Kaufmann,Ortmeyer,andSmith1991;Kimes
1994:KimesandWirtz2002b; Thaler 1985;Urbany,Madden,andDickson1989)
andhasbeenfound to be a keyfactortomaintainingcustomer satisfaction,loyalty,
andlong-termprofitability.Buthow hotelyield managementpracticesareperceived by
customers is still given little attention.
Hence,theaimofthisresearchistoinvestigatetheeffectofyieldmanagementstrategies
oncustomerretentionandthemediatingrole of customers’ perceptionoffairness towards

the application ofyield management strategies.



1.2Statement ofthe Problem

According  toXuanLornaWang(2006),  hotelcompanieshavebecomeincreasinglydriven
byafocusonshort-termbusinesstomaximizeyieldandthelongerterm‘relationship”value
dimensionhasbeendevalued. Asaresult, HoPhengandPatterson(2003) arguethatsuch
practicesmightbeperceivedbycustomersasunfair,thusleading todecreasedcustomer
satisfactionandgoodwill,andultimatelytobusinesslossfromthesecustomers.
Inlightofprecedingadvantagesofconductingrelationshipmarketing,a hotelcompany
maybenefitfinanciallyfromsuchpractice  bymaximizingrevenuefrom selling itsfixed
capacity, but onthe other hand, it may alienate its customers, Kimes (2003).
Highyieldfromprofitsshouldnotbeconsideredasasuccessfulfinancialperformancefor
thecompany,withoutinvestigatingthepricethathasbeenpaidin terms ofcustomer
retention.Indeed,inthehotelindustrycontext,thereisnoreportedempiricalresearchthat
examinestheeffectsof ~ yieldmanagementpractice  oncustomer  retention.Thisgapis
reiteratedina  studybyWritzetal(2003)  who*statesthatcustomersseemto  have  been
forgotteninthisstreamof research.Thegrowing importance of customer satisfaction,
customer retention,changesinmarketdemand, andcompetitive intensity hasled toa
paradigm shift from transactional marketing to relationshipmarketing, Baran&Strunk,
(2008).

WangandBowie,(2009)intheirfindingsreportedthatone ofthebiggestthreatsfor
companies,whichadoptpricediscrimination,isthatcustomersrecognizethisasevidence
offirmsseekingforprofitsinsteadofdevelopingtheirrelationshipwithcustomers.Philip Kotler
(2003)concludedthatcustomersare ~ becominghardtoplease. Theyaresmarter, —moreprice
conscious, moredemanding, less forgiving and many more competitors approach
them.Thechallenge  accordingtoJeffreyGitomer  (1998) is notto  produce
satisfiedcustomers;severalcompetitorscandothis. Thechallengeistoproducedelighted  and
loyalcustomers. Therefore, this studyfocused on how yield management strategies may
affect customers’ perception offairness and their retention level.

Customer retention
Customerretentionisthemaintenanceofcontinuoustradingrelationshipswithcustomers
overthelongterm.Customerretentionisthemirrorimageofcustomerdefectionorchurn.
Highretentionisequivalentto low defection.
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Conventionally, customer retention is definedas thenumberof customers doing business
withafirmattheendofafinancialyear,expressedaspercentageofthosewhowereactive
customersatthebeginningoftheyear.However,theappropriate intervaloverwhich
retentionrate ~ shouldbemeasuredisnotalways  oneyear.Rather, itdepends  onthe
customerrepurchasecycle.Car insuranceand magazinesubscriptionsareboughtonan
annualbasis.Additionalcomplexityisaddedwhencompaniessellarangeofproductsand
services, each with differentrepurchasecycles. Automobiledealersmight sell cars, parts,
fuelandservicetoasinglecustomer.Theseproductshave differentrepurchasecycles
whichmake itverydifficultforthe dealertohaveawhole ofcustomerperspective on retention.
PhilipKotler,the internationallyrenownedprofessoratNorthwesternUniversity,states
thatthe keytocustomer retentioniscustomersatisfaction.He notesthatsatisfied customers:
4stayloyallonger

#talkfavorablyabout theorganization. =
paylessattention tothecompetition =are

lesspricesensitive

+offerserviceideastotheorganizationand =

costless toservethannewcustomers.

Hence,thestudysoughttoexaminetheeffectofyieldmanagementstrategies

oncustomerretention infive-star hotelsinthecaseofEthiopia.

5 — StarHotel Classification
Hotelratingsystemwasstartedin1937by A AA(AmericanAutomobile Association)a
federationofindependentmotorswhichuseddiamondsrather thanstarstocategorize
restaurantsandlodgings. The AAA’sFiveDiamondawardissimilartoaFiveStarratingothotel
s,ratingsfrom‘Good’to‘Outstanding’. Thestarclassificationsystemis
commonforratinghotelsand is often used toclassifyaccording to quality.From the
initialpurpose of informingtravelersonbasicfacilitiesthatcanbeexpected,the objective
of hotelratingisexpandedtofocusonthe hotelexperienceasa whole.

Higherstarratingsindicatemoreluxury.Thissystemhasalsobeenadoptedin



Ethiopia recentlybyMinistryofCulture andTourismbasedonmore than230
criteriainJune2014.

Thestudy  wasconductedonfive-starratedhotelsin ~ Ethiopia, = excludingtheones
whichwereinpipelineforrating. Among the 5 starrated hotelsinEthiopia(asof January,
2019) the majorityarefound inAddisAbabaexceptl resort hotel which is
locatedinDebreZeit.Hotelsofsuch categoryare typicaltouseoneormoreyield management

strategies into theirbusiness operation to optimizetheirprofit.

Table 1:The S-starhotels(as ofJanuary,2019)
No | Hotel

SheratonAddisHotel

EllilyInternational Hotel

CapitalHotel&Spa

Radisson Blu

Golden Tulip

GetfamInternational Hotel

MarriotExecutive Apartments

0 [ O | B W] N =

KuriftuResort and Spa,DebreZeit

1.3 Research Questions

1. What is the effect ofcapacity management on customer retention?
2.  What is the effect ofdynamicpricingoncustomer retention?
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Whatistheeffect ofpricediscriminationoncustomer retention?

4. Whatistheeffectofdurationcontrol(puttingminimumandmaximumstaylimit)on customer
retention?

What is the effect of managerial decision making oncustomer retention?

6. Whatisthemediatingeffectofperceptionoffairnessbetweenyieldmanagement

strategiesandcustomer retention?

1.4 Objectives oftheStudy

General Objective:

The  mainobjective  of the researchwastoexaminetheeffectofyieldmanagement
strategiesoncustomers’perceptionof  fairnessandcustomer retentioninS-star  hotelsin
Ethiopia.
Specific Objectives:
Thespecificobjectives were:
i.  Toexaminetheeffectofcapacitymanagement(inventorycontrolmethodslike
overbooking and closingroomavailability) on customer retention in five-star hotels
ii. To determinetheeffectofdynamicpricingoncustomer retentionin five-starhotels
ili. Todeterminetheeffectofpricediscriminationoncustomerretentioninfive-star hotels
iv.  Toinvestigatetheeffectofdurationcontrol(puttingminimumandmaximumstay limit) on
customer retention in five-starhotels
v.  Toexploretheeffectofmanagerialdecisionmakingoncustomerretentioninfive-
starhotels
vi.  Toexplorethemediatingeffectofthecustomers’perceptionoffairnessbetween

yieldmanagement strategiesand customer retention.

1.5 ResearchHypotheses

i. Dynamicpricinghas significant effect oncustomer retention in five-star hotels
ii. Capacity managementhas significant effect oncustomer retention infive-star hotels

ili. Pricediscriminationhassignificant effect oncustomer retention in five-star hotels

9



iv. Duration controlhas significant effect oncustomer retention in five-star hotels

v. Managerialsystematicdecisionhassignificanteffectoncustomerretentioninfive
starhotels

vi. Customers’perceptionoffairnesshassignificantmediatingeffectbetweenyield

managementstrategiesandcustomer retention

1.6 Significance of the Study

Thisresearchhasaprominentsignificancetobusinessowners,investors,andmanagement
inhospitalitysector,as itrevealshowyield managementstrategiesaffectcustomers’
perceptionoffairnessandtherebythecustomers’decisiontocontinue tradingwiththe
providers.Thus,thefindingsandrecommendationsthere-ofwouldhelpthemrealigntheir yield
management strategies to balancethe benefits of yield managementapplication and
customer retention. Thestudywouldalsohelpthe businessowners, investorsand
managementinother  sectorsrealign theirrevenue = managementstrategiesonboththeir
corporate clients and individual customers forlong termrelationship.
Thestudywillalsobeasourceofreferencematerialforfutureresearchersandstudentsas
theywillfindthisstudyusefulinlearningthe potentialeffectsyield management
strategieshaveoncustomerretentionandusetheresearchasanempiricalsourceforfuture
research. Furthermore, the knowledgegained willbeuseful forpedagogical purposes and
any gap inthestudynotresearchedorunder researchedbythe researcherin thecourseof
providingtheevidencessupporting theresearchtopic andresearchproblemswillbe

investigated furtherby academicsorresearchers.

1.7Scope of the Study

Thestudywas confinedand carriedouting (Eight)5-starhotelsinEthiopiato
investigatetheeffectofyieldmanagementstrategiesoncustomersperceptionoffairness

andretention.The studyfocusedoncorporateandwalk-incustomersandhotel
managementstaffasthemaintargetedpopulationtodeterminetheirperspectiveofthe  effect

of yield management strategies oncustomerretention.
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OperationalDefinition ofKey Terms

YieldManagement:is anumbrellatermforasetofstrategiesthatenablecompanies
withcapacity-constrained,perishableserviceandcustomer differentiatingfeatures,to
realizeoptimumrevenuefrom operations.

DynamicPricing:is avariablepricingmethodbasedonthecurrentoccupancyand demand.
PriceDiscrimination:is atermtodescribewheresales ofidenticalgoodsorservices
aretransactedatdifferentpricesbydifferent customers basedontheirvaluetothe provider
CapacityManagement:isasystematicpresentationofhotelroom inventoriesonthe market
to optimizeoccupancy and revenue.
PriceFences:areconditionsunderwhichspecificproductsareofferedatdifferentprices on the
market.

DurationControl:isthe actof settinglimitsontheminimumand,rarely,maximum
numberof nights in customer bookings.

S-star: isaratingandclassificationtypeusedtorefertohotelswithhighqualityof facilities and
services.

Customer  Retention:isthe  maintenance  ofcontinuoustradingrelationshipswith

customers over thelong term
Abbreviations and Acronyms

RM: RevenueManagement
RevPAR:RevenueperAvailableRoom

ADR:Average Daily Rate/RevenueperOccupiedRooms
GDS:GlobalDistributionSystem

ORGANIZATION OF THE RESEARCH REPORT

This research report hasbeen organized with thefollowing five chapters.
CHAPTERONE-BACKGROUNDOFTHESTUDY :beginswithintroductionand
discussesstatementofthe problem,researchquestions,researchhypotheses,objectives,

significanceof thestudyand organization ofthe research report.



CHAPTERTWO-LITERATUREREVIEW:discusses,indetail,reviewsofthe related
literatures andconceptual framework.

CHAPTER THREE- RESEARCH METHODOLOGY:discusses the research
design,studyarea,targetpopulation,samplingdesignandprocedure,data collection
instruments,measurementsof ~ variables, methodof data analysis,researchmodel
specification,validityandreliabilityof the measurementsandethicalconsiderationsof the
study.

CHAPTER FOUR- DATA ANALYSIS and INTERPRETATION: discusses
questionnaires’returnrate,customers’demographicinformation,meanofindividual
constructs,diagnosisofregressionassumptions,andregressionandmediationanalysis
withhypothesestesting. Hypothesistestingisperformedbyusingmultipleregression analysis
and PROCESSmacro for SPSSto test the effect of themediation variable. CHAPTER
FIVE - SUMMARY OF FINDINGS, CONCLUSION, and
RECOMMENDATIONSANDFUTURESTUDIES: Inthissectionthemainfindings of
the research is summarized and conclusions on major findings is presented.
Recommendationsaregivenbasedontheresearchfindingsandthelimitationofthestudy is

mentioned. Finally, thestudy forwarded somesuggestions forfurther investigations.

CHAPTER TWO: REVIEW OF RELATEDLITERATURES

2.1 Introduction
Thischaptercoverstheoreticalliteraturereview,empiricalliteraturereview,andthe
conceptual framework.
Yieldmanagement,alsoknownasrevenuemanagement,isanessentialinstrumentfor

matchingsupplyanddemandbydividingcustomersintodifferentsegmentsbasedon
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their purchase intentionsandallocating capacitytothe differentsegmentsina waythat
maximizesaparticularfirm’srevenues,ElHaddad,Roper&Jones(2008).Kimes(1989)
andKimes&Wirtz(2003)definerevenuemanagementastheapplicationofinformation
systemsandpricingstrategiestoallocate  therightcapacitytothe  rightcustomer  atthe
rightprice  attherighttime.Thisputsrevenue = managementpractice  intotherealmof
marketingmanagementwhereitplaysa keyroleindemandcreation,Cross,Higbie& Cross
(2009) and managing consumer behavior, Anderson &Xie (2010).
InitiallydevelopedbytheUSairlineindustryafterthederegulationprocessinthe1970s,
revenue managementhasexpandedtoitscurrentstate asa commonbusinesspractice in a
widerange ofindustries.Itisprofitablyappliedbyairlines,hotels,restaurants,golf
courses,shoppingmalls,telephone  operators,conferencecentersandother ~ companies.
Thishastriggeredsignificanttheoreticalresearchinrevenue management fundamentals and
its application in various industries.
Whiletherearegeneralrevenuemanagementprincipleseasilyappliedacrossdifferent
industries,eachindustryhasalsospecific characteristicsthatdeterminethepractical
aspectsofrevenue managementapplicationincompaniesthatworkinit.Whatisa successful
strategyforthe airlines, for example, is not always aworking solution forthe hotel
orrestaurant.

BuildingonKimes(1989)  andKimes&Wirtz ~ (2003) we  coulddefine  hotel
yield/revenuemanagementastheconstellationof toolsandactionsdedicatedtowardthe
achievementofanoptimallevelofthehotel’ snetrevenuesandgrossoperatingprofitby
offeringtherightproducttothe rightcustomers via the rightdistributionchannelatthe right
time at theright pricewith theright communication.
Yieldmanagementinvolvestheutilizationof differentyieldmanagementtoolsor
strategies,whichcanbedefinedasinstrumentsbywhichhotelscaninfluence  the revenues
they get from their customers.

Thewidely used yield management strategies in hotel establishments are capacity
management,price discrimination,dynamic pricinganddurationcontroland each employs
several techniques.
Capacitymanagementreferstothesetofactivitiesdedicatedtohotel’scapacitycontrol.

Pullman&Rogers(2010)distinguishbetweenstrategicandshort-term(tactical)capacity
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managementdecisions.Thefirstincludecapacityandexpansion(e.g.numberofrooms),
carryingcapacity(the optimaluseofthephysicalcapacitybefore tourist’sexperience
deteriorates,e.g. optimal occupancy rate), andcapacityflexibility(hotel’s ability to
respondtofluctuationsindemand bychangingitscapacity). Tacticaldecisionsrefer to the
setof activitiesrelatedtomanagingcapacityona dailybasis—workschedules,
guests’arrival/departuretimes,serviceinteractiontime,applicationofqueuingandlinear
programmingmodelstoservice processes,customers’ participationinthe service process,
etc.

Widelyusedcapacitymanagementtechnique isoverbooking,whichisbasedonthe
assumptionthatsomeofthecustomersthathavebookedroomswillnotappearforcheck- in(so
called“no  show”),otherswillcancelor amend their bookingslastminute, while
thirdwillprematurelybreaktheirstayinthehotel(due toillness,personalreasons,
traffic,badweather,forcemajeureorotherreasons).Inordertoprotectitselffromlosses
thehotelconfirmsmoreroomsthanitsavailable capacitywiththeexpectationthatthe number
ofoverbookedroomswillmatchthenumber ofnoshows,lastminute
cancellationsandamendments.Regardlessothowwelltheoptimallevelofoverbookings

isplanneddifferencesbetweenthe  plannedandthe actualnumber of noshows,last

minutecancellationsand amendmentsareinevitable.Iffewerguestsappearforcheck-in
thanplanned(i.e.theactualnumber of noshows,lastminutecancellationsand
amendmentsishigher thanplanned)thehotellosesrevenues.Intheoppositesituation

whenmore guestsappearfor check-in,thehotelfindsitselfinasituationwhensomeof the
guestshaveto be walked to different property.

Duration/Lengthof staycontrolisamuch-neglectedresearcharea(Ismail,2002;
Kimes&Chase,1998; Vinod,2004). It allowshotelstosetlimitsontheminimumand,
rarely,maximumnumberofnightsincustomerbookings.Lengthofstaycontrolallows
hotelstoprotectthemselvesfromlosingrevenueswhencustomersbookroomsforshort
staysinperiodsofthuge demand(e.g.duringspecialevents). Theyalsoprovide the possibility
togenerateadditionalrevenuesfromovernightsindayswhendemandis
historicallylow(e.g.whena businesshotelrequirescompulsorystayover Saturday

nightsforallbookingsthatincludeaFridayovernight). Vinod(2004)highlightsthat



lengthofstaycontrolhasone majordisadvantage—itisstaticand,therefore,notvery flexible.
Price discriminationis theheartofpricingRMtools(Hanks,Cross&Noland,2002;
Kimes&Wirtz, 2003;Ng, 2009b; Shy, 2008;Tranteretal.,2008).Inessence,price
discriminationmeansthatthehotelchargesitscustomersdifferentpricesfor thesame
roomsandtheeconomicrationalefor thisare thedifferencesinpricesensitivenessof
hotels’marketsegments(e.g.businesstravelersare lesspricesensitive comparedto leisure
travelersandcouldaffordtopayhigherprices).However,inordertoavoid
migrationfromhightolowpricedproducts,hotelsintroducepricefences(Zhang&Bell,
2010)thatare definedasconditionsunderwhichspecificproductsare offeredonthe
market.Hotelpricefencesincludedayoftheweek,durationofstay,guestcharacteristics
(e.g.belongingtoaclub,governmentemployee),cancellation,amendmentandpayment
terms,leadperiod,age(Hanks,Cross&Noland,2002;Kimes,2009;Kimes&Chase,

1998).In  practicaltermsthe rate  fencesare integratedintothebookingtermsand
conditions.Inordertoavoidanyclaimsfromcustomers,these conditionsshouldbe
completely clear to thecustomer at thetime ofbooking.

One oftheintegralconceptsofpricingnowadaysisdynamic pricing(Palmer&Mc- Mahon-
Beattie,2008; Tranteretal.,2008).Itallowshotelstomaximizethe
RevPARandyieldbyofferingapricethatreflectsthecurrentlevelofdemandandoccupancyan

d amend itaccordingtochangesindemandandoccupancy rate. Byvirtue of this, customers
frequentlypaydifferentpricesevenwhenthey have one andthe same
bookingdetails(period of stay, board basis, numberand typeofrooms) dependingon
themomentof  reservation.Inthisregard, = dynamic  pricingissubjecttocriticismby
customers.Nevertheless,fromfinancialpointofviewdynamicpricingcanprovidehigh
profitability,butitshouldbeappliedcarefullyandaccompaniedwithampleinformation

about booking terms andconditions, similarly to pricediscrimination.
Sometimeshotelsprovidetotheircustomerslowestpriceguarantee(Carvell&Quan,
2008;Demirciftci,Cobanoglu,Beldona&Cummings,2010). According toit, if the customer
findsa lowerprice for thesame or similar hotelwithin24hours after their
booking,thehotelwill matchthatlowerprice.CarvellandQuan(2008 )examinethis

practicebyapplyingthefinancialoptionpricingmodelanddeterminethatithasno



practicalvalue  for the customers.Inorderfor customerstobenefitfromlowestprice
guaranteeauthorsstipulatethattheguarantee shouldcoverthefullperiodfromthe
bookingdatetillthearrivaldate,notonly theperiodspanning24hours afterthebooking
day.Similarly,Demirciftcietal.(2010)negatethelowestpriceguaranteeclaimbyseveral ~ US
hotel chains, advertised on theirwebsites.

PerceivedFairness

Theissueof fairness hasbeen studiedextensivelyin thefield of marketing, andalthough
moststudieshave involvednontravelproducts,wecanlearn fromthegeneralissues
presented.Several researchershaveshown that fair behavior is instrumental to the
maximization oflong-run profits.

Researchers use the conceptof a “reference transaction” whendiscussingfairness.
Referencetransaction is how customers think a transaction should be conducted and how
much a given service shouldcost.Reference pricescomefrommarketprices,posted
prices,andpastexperiencewiththecompany.Forexample,customersofaparticularhotel may
knowthat they generally pay $80 forastandard room, and so the referencepricefor aroom
at that hotel would be$80.
Customersbelievethatthevaluetothefirmshouldequalthevaluetothecustomer.Ifthat
relationshipbecomesunbalancedbyincreasingthe valuetothefirmordecreasingthe
valuetothecustomer,  the  customer  mayviewsubsequenttransactionsasunfair.For
example,ifahotelincreasesthepriceforitsroomsfornoapparentreason,itisincreasing the
firmvaluewithoutincreasingthecustomer value. The customer maythenview the
transactionas unfair. Similarly,ifahotelimposessubstantialrestrictionson customersin
exchangeforonly a somewhat lower priceor without lowering the price at all, customers
mayviewthetransactionasunfair.Fairnesshasbeendefinedasajudgmentofwhether
anoutcome  and/ortheprocesstoreachanoutcomearereasonable,  acceptable  andjust,
Boltonetal(2003);Monroe  andXia,(2005).Itisimportantinthisrespecttounderline  that
fairness evaluations arenecessarily comparativeXia et al. (2004).

The subject ofperceptionsoffairnesshasbeenstudiedespeciallywithregardtopricing
policies.However, perceived unfairnessmayalsodependondecisionsthataffectthe

natureoftheserviceitselfand/orreducetheservicequality.Moreover,itmaybeobserved
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thatsometechniquesfor ~ capacitymanagement,like  inventorycontrol,lengthof  stay
restrictions and overbooking, may lead to perceived unfairness aswell.

Managerial decisionmaking

AscitedbyBichageM. Richard(2011)Managersplayasignificantandusefulroleinan
organizationtoensuretheoperationproceduresandsystemsandtheresourcesfunctionof  the
company areuseful towards enabling the organization meet its goals. Delaney (1996)
positsthatmanagementdeliversknowledgewithapurse ofverifyingwhetherexisting
knowledge iseffectivelyusedtogenerate thedesiredoutcomes. Some of the key
characteristicsofan  effectivemanagementinclude creativity,innovativeness,logicaland
productive intheprocessofmeetingsetobjectives.Managerialskillsenablemanagers
managetheirfirms effectively.
AccordingtoYangandWang(2004),acompetentmanageroughttohavegoodleadership skills,
multitaskingandmotivational skills, and decision-making abilities that willenable
themcomeupwithright practiceandmethodstosteertheircompaniestosuccess. These
skillscomprise qualitiesandattributescharacteristic withthe personalityof a manager,
whichenableeffectivemanagerialthoughtandaction.LewisandChambers(2000)argued
thatgoodmanagerialskillsdefinetheefficiencyandperformanceofanorganization.This is
attributed to theinfluencemanagers haveon workers, andcustomers.
Intheserviceindustry,employeeshaveasignificantroletoplayinrelationshipmarketing.  For
instance,Bitner(1995)acknowledgesthe importance of therelationship between customers
andemployees.Hearguesthatwhenthe contactbetweenacustomerandan
employeeincreases,theirrelationshipgrowsaswell.Customersofintangibleproductsare
moreconcernedonhowtheservice theygetispackagedanddelivered.Assuch,the relationship
andcontact between employees and customersis crucial. However, anemployee
hastheabilitytobehave poorlyinfrontof thecustomer hence cause poor relationshipthatcan
affectcustomerloyalty. Assuch,withtheknowledgeofthow
importantrelationshipsshouldbe,managers ~ oughttoequiptheir ~ employeesadequately
onhow torelatewithcustomers. This,however,requiresspecializedmanagerialskills from a
manager, Ongoroetal (2013).

A skilled manager willalso increase contact points betweencustomersandemployees so as

to give his/her employees a chanceto sellthe company’s imageto its customers hence
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create relationshipsthatwill leadtoenhancedsatisfactionand loyaltyReichheld,(1993).
Skilledandexperiencedmanagerswhohaveeffective leadershipwillalsoinfluence
customersatisfactionand loyaltybycreatingafeedbacksystemandactingonthevarious
concernscustomersrequest.Evidenceshows  thatacustomerwho  feelstheir  needsare
consideredislikelytobe satisfiedandloyalthan onewhoperceivesanorganizationas
arrogantand unconcerned based on itslackof response oncomplainsraised. Customers
alsogetsatisfiedwhenhandledonone-on-onebasisandamanagerabletoimplementthis
winsmany loyalcustomers,Barlow(1992).Kumar (2005)alsosuggeststhatagood
managerinaservicecompanyisabletotailormakethedifferentservicesonoffertomeet
eachcustomer’sneedsandsatisfythem.Thisalsoinfluences  relationshipshence  loyalty.
Througheffectivemanagement,organizationscanwithstand the market pressureswhile
creatingsuperiorcustomerexperience.Hospitalityindustrieslikemanyother industries
around theglobe haveembracedtheconceptofcustomer experience management,with many
incorporating the notioninto their mission statement.
Companies’managementcreateexperientialmarketingbyallowing theircustomersfeel,
sense, act and relateto the company and its brands, Schmitt(1999). Moreover, Berry and
Haeckel(2002) suggestthatcompaniesaimingtoprovidetheircustomerswith
satisfactoryexperiencemust meet all conditions buyers exhibit whenmaking apurchase.
Customer relationshipisone key factor leadingto loyalty.However, hotelmanagers
experiencethechallengeofbeingabletobuildandsustaincustomerrelationshipsthatwill leadto
loyaltyYen&Su,(2004). Thekeyquestiontherefore ~ ishowmanagers  canbuild  those
importantrelationshipswithcustomersasit ~ isimportanttofirstknowthe = importance  of
managingcustomershence customer relationships.As Chapman (2009)
pointsout,managingcustomersenables an organization understand whatitscustomers
needor wantthusmakingthe organizationawareof the qualityandquantityof products
andservicesitneedstosupplytothem. Knowingcustomersalsoenables anorganization
identify productsandcustomers with highestgrowthpotentialandprofitability. As such,
theorganizationisabletofocusonsuchproductsorcustomersfor highestprofitability
andcompetitiveness.Managersthereforeneedtohaveskillstoknowtheir customersfor
thesebasicreasons.Itisonlywithsuchknowledgethatmanagerswillsupplyservicesand

products thatenhance customer relationship and satisfaction, Chapman (2009).

18



Despite  their  perceivedpositive  impactsonhotels’bottomline,RMtechniqueshave
receivedahugeamountof criticismintermsof grievancesandlackof sensible benefits,
Bitran&Caldentey,(2003);Koide &Ishii,(2005).Thisisespecially validfor price
discriminationandinventory controltechniques.Customers feelbeliedifthey find that
theyhavepaidhigherpriceforthesameroomoriftheyhavetobemovedtoanotherhotel. This can
bearesultof lack of or incomplete information about booking, cancellation and
amendmentterms.Manyservice businessesarereluctanttoimplementdemand-based
pricingbecauseofpotentialcustomerbacklash. If customersbelievethatincreasedprices are
notbasedoncostincreases  orchangesinmarketconditions,theymayviewdemand-  based
pricing as unfair,Kimesand Wirtz(2002).
It’sevidentthatcustomersbelievethattheydeserveareasonablepriceandthatfirmsare
entitledtomakeareasonableprofit. Whenthisrelationshipbecomesunbalancedinfavor
ofthefirm,thetransactionmaybeviewedasunfair. Thiswouldinturnresultincustomer
defection.

Similarly,whenawidevarietyofprices arechargedfor essentiallythe same service,
customers are likelytocompare thepricethey paidwiththe pricesthatothercustomers pay,
Boltonet al (2003); Chen et al (1998); Martins and Monroe (1994).

In abusinesstobusinessrelationshipcontext, research findingssuggestthathotel
revenuemanagementhashadbothpositive andnegative impactsonrelationshipswith
hotelkeyaccounts,thoughthereappearstobeanimbalancebetweenthepositivebenefits tothe
company asopposedtothe mainlynegative consequencesfor keyclients,Wang andBowie
(2009).Furthermore,the possibilityof revenue managementmaybe atodds withthe
relationshiptrustthathasbeenhighlightedbyMcMahon-Beattie etal.(2002) andMcMahon-
Beattie(2006).Nonetheless,thedilemma ofchoosingbetweena long-
termrelationshipandimmediaterevenue ~ gaincontinuestobe  troublesome.McCaskey
(1998)warns that firms could maximize today’s revenuebut losetomorrow’s customer.
It’salsoworth  notingthatconflictcanarisefromthe use of various allocationand
availabilityinventorycontrolrestrictions, Wirtzetal.,(2003),suchaslimitedallocation for
certainratecategoriesandavailabilitycontrol restrictionsthattendtolinktolength- of-
stayrequirements, whichare inthebestinterestsofthecompanybutnotthe

customers;henceresearchers ‘concernsovercustomers’acceptancetowardsrevenue
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managementpractices,KimesandWirtz (2003),itsnegativeeffectsoncustomer
satisfaction,KimesandWirtz(2002);LindenmeierandTscheulin(2008), andtrust
McMahon-Beattieetal.,(2002).Similarly,itseffecttowardscustomerretentioncould
beimagined as inevitable.

Kimes(2002)pinpointstheRMpracticesthatcustomersconsider acceptable or
unacceptable.Obviously,wheninformationaboutbooking,cancellationandamendment
termsisavailableandunderstoodbythecustomersorwhendifferentpricesare  charged for
productsperceivedbythemasdifferent,customersare moreinclinedtoaccept
revenuemanagementpractices.Inothercases, whendiscountsareinsignificant comparedto
bookingamendment/cancellation restrictions or thelatterarechangedafter
thebookinghasbeenconfirmedcustomerswillbedissatisfied.ChoiandMattila (2005)
furthermore specifythatonlyinformingthecustomersabouthotel’ sratesisnotenough
toimprove theirperceivedfairnessofyieldmanagement—theyhavetoknowthebasis  for
ratesvariability(dayoftheweek,durationofstay)andbookingconditions.In
general,theresearchinthe areawillfocustoaddresstheeffectof yieldmanagement
strategiesoncustomers’perceptionandretentionfromthe view pointof the customers and

hotel management staff.

2.2 ConceptualFramework

The conceptualframeworkunderlyingthestudyis basedon the conceptthatyield
managementtoolsorstrategies as independentvariableshavesignificanteffecton
customerretention,whichisthe =~ dependent  variablethroughthecustomers’perception
offairness.Pricediscrimination willbeoperationalizedbythevariedpriceofferon

identicalproductsorservicestodifferentcustomers.Dynamicpricingisoperationalized

bythe applicationofdifferentpricesbasedonthe occupancyanddemandlevels.
Capacitymanagementwillbeoperationalized bythetacticalpresentationofhotelroom
inventories to themarket.
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Managerialdecisionmakinginthestudywillbeoperationalizedbyassessingtherigidity

andflexibilityofdecisionmakingwithregardtoyieldmanagementandwhether they
havecustomerrelationshipmanagementstrategies. Durationcontrolinthe studywillbe
operationalizedbythe implementationof —minimumandor maximumlengthof stay
requirements duringspecialevents. Themediating variable, perception of fairness will
beoperationalizedbythecustomers’judgmentofwhether ~ thevalueandtheprocess to
reachthevaluearereasonable, acceptableandjust. Thedependentvariableinthestudy
willbeoperationalized through customer retentionthat willbemeasured through either

repeat purchaseor norepeat purchasemadefollowingtheyieldmanagementstrategies.
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Figure2:ConceptualFramework
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CHAPTER THREE:RESEARCH METHODOLOGY
3.1 Introduction

Thischaptercoverstheproposedmethodologytofollowtoachievetheresearchobjectives; the
researchdesign,studyarea,targetpopulation,sample size andsampletechniques,data
collectioninstruments,  datacollectionprocedure,dataanalysis  andpresentationandethical
considerations.

ResearchDesign

Causalresearch,alsoknown asexplanatory researchisconducted inorder toidentify the
extentandnatureofcauseandeffectrelationships.Hence,thisquantitativeresearchadopted
anexplanatorydesignwhere theimpactofindependentvariable (yieldmanagement
strategies)onthedependentvariable(customerretention)throughcustomers’ perceptionof
fairness is observed.

Study Area

Thestudywas  conductedin8Five-starratedhotelsin ~ Ethiopia. = Assuchhotelsarefound

inAddisAbaba andDebreZeit,itwasconvenientfor theresearcher to carryoutthe research.

3.2 Target Population

The targetpopulations werecustomersofbothcorporateandindividualbusinesstravelers who
made staysinthese hotelsandthe hotels’frontoffice, revenue,marketingandor reservation
managers.

Todrawsample,the  researchermadecallstothepersonnelwho  hadaccesstothe  hotels’
databasestodeterminethe totalnumber of available customer segmentswhichhad transacted
withthe hotelsduringthe periodof the Ilastquarter year in2018.The contacted staff
acknowledgedonaverage  thateach5-starhotelaccommodatednotlessthan250  corporate

clients and 150walk-in guests.

Table:Distribution of Target Population

Strata Population
Corporate clients 2000
Walk in Clients 1200
Total 3200

[\
(O8]



3.3 SamplingDesignandProcedure

The studyusedconveniencesamplingmethod,anon-probabilitysamplingmethodthatrelies
ondatacollectionfrom populationmemberswhoare convenientlyavailabletoparticipatein
thestudy.However,todrawthesamplesizethepopulationofbothcorporateclientsandwalk-
inclientswhotransactedwiththehotelswasused.The rationaltoincorporatebothgroupsis
becausetheyare usuallygivenvariedratesbythehotelswhichmayimpacttheirperception
differently.A sample of 320customers, representing10% of the populationwasusedasa sample
size asadvised inMugendaandMugenda(2003) thatl0%  ofaccessible  population
wouldsufficeforsuchstudyifthepopulationunitsare ~ morethan30.Additionally,sixteen  (16)
managers,two(2) fromeachhotelunder studywere takentoformthesample. Thetotal
samplesizewas therefore336 respondents.

Table 3: SamplePopulation

Strata Population  [SampleR SampleSize
Corporate clients 2000 0.1 200
Walk in Clients 1200 0.1 120
Revenue/Reservation Manager 8 1.00 8

Marketing manager.
Front OfficeManager 8 1.00 8

Total 3216 0.1 336

3.4 Data Collection Instruments

Themaindatacollectioninstrumentswerequestionnairesandinterviewschedules.Primary
andsecondarydata sourceswereusedtocollectrelevantinformation.Self-completion
questionnaires werethemainresearchinstruments, which wereused tocollect information
aboutcustomers’ attitude,opinionsandperceptionsregardingtheareaofstudy.
Questionnaireshadbothopenandclosedendedquestionsandensuredthecollectionofdata
frommanyrespondentswithina specifiedperiodoftime.Interviewscheduleswere based
onaninterviewguidewhereopen-ended-questionapproachwasusedby theresearcher.
Theinterviewguideaidedin collectingdataonyieldmanagementstrategies,customer
relationshipmanagementpolicies, operationalrulesand regulationsand other variables
likeadministrativeexperienceofthesubjectmanagers.Thequestionnaireswerepilottested to
justify the appropriateness of thevariables andthe feedbackswerenotused in theactual data

collection.



Measurements ofvariables

D3: Thehigh and low demand periodspriceson thehotel’ sproducts
andservicesmeet your valueexpectations.

D4:Thehotel offers attractivepricepackagesto its customers to
enhance relationship andloyalty

DS5: Highpricesreduceyourpurchasing probabilities in this hotel

Source
Items (Questionnaires) Literatures)
Capacity Management: Pullman &
C1: The act of overbooking by thehotel doesn’t causeyou Rogers
inconvenience (2010)
C2: Yourdemand is fulfilled even when thereis overbooking Kimesand
C3: Thenumberof rooms allotted foryou (when shown up in agroup) Wirtz(2002)
is often enough
C4: When overbooked thereis proper displacement management
(walking to another hotel), recovery programs
C5: Thehotel Sets acceptable restrictions, and make clear
communication on how many rooms to block.
C6: Yourdemand to lower room categories is always fulfilled.
C7: Themanagement considers special privilegewith regard to room
type and numberofrooms when you makerepeat stay
C8: Yourintended and actual number and type ofroom you’reprovided
is acceptable
Dynamic Pricing (Palmer
D1: Varied rates set by thehotelaccording to changes in demand and i‘/{ﬁ%ﬂ_
occupancy ratearereasonable Beattie,
D2: Thehotel offersjustifiableprices based on the quality of itOSIS : 2T(1)rgr81;er
services androom type offered Kimesand
Wirtz(2002)




Items

PriceDiscrimination.

P1: Pricing bed rooms based on the differencein pricesensitiveness
across segments is reasonable

P2:Hotel pricefences(day of theweek, duration ofstay,segment,
cancellation, amendmentand payment terms, leadperiod) are
justified and increaseyour benefits

P3:Hotel pricefences-booking, cancellation andamendment terms
arecommunicated wellwhen the booking is made.

P4: Thebasisforrates variability-day of theweek,duration ofstay
and booking conditionsarecommunicated inadvance

P5: Thevaried rates given don’t prevent yourwillingness to pay.
P6: This hotel, compared to otherhotels, offeryouthe best value for

money

(Hanks, Cross
& Noland,
2002; Kimes
&Wirtz,
2003; Ng,
2009b; Shy,
2008; Tranter
et al., 2008)
(Zhang &
Bell, 2010
Kimes&Chas
€

1998). Kimes,
2009;

DurationControl

DC 1:Implementation ofminimumlength ofstay requirementsduring
periods ofhugedemandisacceptable foryou

DC2:Implementation ofmaximumlengthofstay requirements

during specialeventsisacceptable for you

DC3:Lengthof staycontrolsareflexible,notstatic

DC4:Lengthof staycontrolisreasonable as thehotelneeds to

protect itselffromlossof revenuesduringfluctuatingdemands

(Ismail, 2002;
Kimes&
Chase, 1998;
Vinod, 2004).

Perceived fairness

PF1: With the application ofthe aboveyield management strategies,
the value to the hotel is equal to the value you acquire.

PF2: The abovestrategies resultinincreasing thevalue to the firm
and increasing value to you.

PF3: The abovestrategies resultinincreasing thevalue to the firm

and decreasing thevaluetoyou

Bolton et al.
(2003);
Monroe and
Xia, (2005).
Choi and
Mattila(2005)




PF4: The aboveyield management strategies are not visible and
don’t makedifferenceinyourperception offairness.

PF5: Therational ofapplying thesestrategies is communicatedin
advance, and thereforeacceptable

PF6: Themanagement flexibility in applying thesestrategies bring

you fair value

ManagerialDecision Making (interviewitems)

M 1:Whatisyourmanagerialroleincustomer relationship
management?

M 2:What prudentmeasures doyou practiceinrelationtocustomer
relationship management?

M 3:Howdo you measurevalueformoney paidby yourguests? M

4: Areyouryield managementstrategiesfreefrom guest
dissatisfactions or complaints?

M 5: Do youryield management strategieshelp you inmaintaining
guest relations?

M 6: As manager, how do you ensurerevenuemanagement strategies
arein linewith customerrelationshipmanagement?

M 7:Arethere any situations where yield management strategies
might have affected customerrelationships? Whydo you think that
happened?

M 8: Does managerial commitment to customer servicein thehotel
enhance customer loyalty?How?

M 9: What do you do to your customers to feel, sense, act,relateto

your company and brand?

Yang and
Wang, (2004),
Ongoroet al.
(2013)
Reichheld,
(1993).
Barlow,
(1992). Kumar
(2005) Schmitt
(1999). Berry
and Haeckel
(2002)
Yen &Su,
(2004).
Chapman
(2009)




Customerretention Philip Kotler
Iwill (2000)
C I:stayloyal longertothe hotel
C 2: talkfavorablyabouttheorganization. C
3:paylessattentiontothecompetition
C 4:be lesspricesensitivecomparedtotheservice

C 5:offerserviceideasto theorganizationand

3.5Data AnalysisandPresentation

Qualitativedatacollectedfromquestionnairesandinterviewscheduleswere interpreted
according tothemesarising,which werethencodedanddescriptiveanalysisofthecodes
wasdone. Quantitative datawas processed bytabulationin form of frequencytables, pie-
charts andgraphs,Macmillan and Schumacher (2001)and descriptive analysisofdata
werepresentedbyinvolvinguni-variateand multi-variate analysis. Primarydatainvolved
calculationofseveralmeasuresmostlyconcerningonevariable(uni-variateanalysis)with
respecttomeasuresofcentraltendency (mean,modeandmedian)and measuresof
dispersion(variance,standarddeviationandinter-quartile range).Frequencydistributions
wereused toestablishthenumberof respondentsgivingcertain information.
Multipleregressionanalysiswasusedtopredictrelationshipamongindependentvariables
(IV),mediatingvariable(MV)andthedependentvariable(DV). Themulti-
variateanalysisinvolvedsimultaneousanalysisoftheindependentvariablesunderstudyandthe
relationshipbetweenthelVandDV.DataanalysisincorporatedStatisticalPackage for
SocialScience(IBM SPSSStatisticsVersion 26)assuitablesoftware,whichwaseasily
accessibleandeasy touse.Besides,extensionsoftware, PROCESSV3.4byAndrewF.
Hayeswasusedtoanalyzetheeffectofthemediatingvariableontheresearch’soutcome.

3.8 ResearchModel Specification

Toexamine thedirecteffectofyieldmanagementstrategiesoncustomer retentionand
theeffectofthe mediatingvariablebetweenthose variablesthe followingregression model
has been applied.

Yi=B0 +B1X1i +p2X2i+....... +PnXni +&iWhere:

Yi is dependentvariable fori®observation Xi is

independent variable foriobservation;

BO isthe intercept;



s areregression coefficients
eiis the error termforiobservation
Thisbasicregressionmodelisrewrittenintermsofthevariablesusedinthisresearchto show
therelationship among them based on the researchconceptual framework.
CR=B0 +p1CM +B2DC+p3DP+B3PD+¢ .................. 1
CR=B0 +B1CM +82DC+B3DP+B3PD +B4PF+ ¢ .........c........ 2, where:
CRisCustomerRetention
CM isCapacity Management
DC is Duration Control
DP is DynamicPricing
PD is PriceDiscrimination
BO+B1CM+B2DC+B3DP+B3PD+eistheconstantandthelikelyrelationshipoflV
with DV, and
BO+p1CM+B2DC+B3DP+B3PD+p4PF+¢istheconstantandtheinterventioneffect of
perceived fairness with I'Vs to predict the relationship with DV.

3.9 Validity andReliability

Validityindicatesthedegree towhichaninstrumentmeasureswhatitissupposedto

measure.Oneofthemethodstotestvalidity,contentvalidity,referstowhetherornotthe

contentofthemanifestvariables,questionnaires,are righttomeasurethelatentconcept

thatwearetryingtomeasure,Muijs(2010).Inthisstudy, theresearcherdeveloped content-

validconstructsbyextensivesearchofliterature toselectcarefullyalltheyield management

variables and theirmeasurements from prominent sources.
Thereliabilityofameasurereferstoitsconsistency.Oneofthetypesofreliability,
internalreliability,isparticularlyimportantinconnectionwithmultiple-itemscales.It
referswhethereachscaleismeasuringasingleidea,andhencewhethertheitemsthat
makesupthescaleareinternallyconsistent,Bryman&Cramer(1999).Cronbach’salpha
scores rangefrom 0 to 1.The closer thescoregetsto 1, thebetterthe internal reliability
oftheconstructis. AuthorsresearchingCronbach’salphadonotalwaysagreeonthe
minimumoutcomeofthealphascoreforittobereliable,butitcanbegenerall yassumed
thatascoreofatleast).6makesaconstructconsideredtobereliable(Hairetal.,2006). Looking
at alphaif item deleted scores can provesome insight into which items makea construct
less reliable and should therefore be deleted to increase higher internal

reliability. Also,item-restcorrelationvalueswhereconsideredwhendecidingtodelete
items.Heretheruleofthumbisthehighertheitem-restcorrelation,thebettertheoverall
correlation ofitems in one construct with apreferable correlation higher than 0.6.

Reliability Statistics



Chronbach's Alpha

782

Items

3.6Ethical Considerations

Ethicalconsiderationswere made pertainingtotheprogressoftheresearch.Permission letter

wassoughtfromAddisAbabaUniversitytogetaccesstothehotelsandtostand

withthehotelonkeeping

confidentialissuesofthesubjects. Thepotentialsubjectswere

informed tovoluntarily participate.Besides,informationgiven by the respondentswere

treatedconfidentiallyandusedonlyforacademic purposesandtheidentityof the respondents

was not

revealed to anyone.




CHAPTER FOUR:DATA ANALYSISAND INTERPRETATION

4.1 Introduction

Thischapter  presentsthecollecteddata,  itsanalysis,presentation,andinterpretation.The
dataispresentedaccording tothecategoryofrespondents:customersandhotelmanagers.
Ineach category, the presentation is done accordingto theobjectives ofthe study.

4.2  QuestionnaireReturnRate

Thestudy targeted336respondents,320beingcorporateandwalk-incustomerswho visited5-
starhotelsinEthiopiawhile 1 6beingreservation,revenue andor frontoffice managersofthe5-
starhotels.246customersrespondedwhiletheresearcheronlymet

8managers to participateinthestudy. Thiscomprisedareturnrateof75%,which
comprisesmajorityofthesampletargeted. Assuch,theresearcherchosetogoaheadwith
theanalysissincethereturnraterepresentedmajorityofthetargetedsampleandwasmore ~ than

therecommended rate of 50%.

4.3 DemographicInformationof Customers

Frequency Table
Valid o
Genderoftherespondents Frequency Percent Percent CumulativePercent
Male 189 76.8 76.8 76.8
Valid Female 57 23.2 23.2 100
Total 246 100 100
Ageoftherespondent
18-25 8 33 33 33
26-35 123 50 50 533
36-45 90 36.6 36.6 89.8
Valid
46-55 16 6.5 6.5 96.3
over55 9 3.7 3.7 100
Total 246 100 100
Educationalbackgroundofthe
respondent
Diploma 8 33 33 3.3
Degree 130 52.8 52.8 56.1
Valid Masters andabove 49 19.9 19.9 76
None 59 24 24 100
Total 246 100 100
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Employmentstatusoftherespondent
Employed 182 74 74 74
Selfemployed 56 22.8 22.8 96.7
Valid
Retired 8 33 33 100
Total 246 100 100
Majority (52.8%)hadachievedadegreeastheirhighesteducationlevel,19.9 9ohad
postgraduateeducationwhile24%didnothaveanycertification.Only3.3%haddiploma.
Thisshowsthatmajority ofthecustomersinterviewedwerewelleducatedtomakegood
reasonoutofthe questionsthestudy presentedtothem.Italsoshowsthatthechoicesthe

customersmadewere madeoutofknowledgeasopposedtooutofignorance.Besides, majorities
76.8% of therespondentsweremalesand50% ofthe respondents’age liesin the rangeof (26-
35). Thefact that majority of therespondents were employed shows their travel intention

was business.

4.4 Howlong have youbeen using the serviceof this hotel?

Cumulative
Frequency Percent Valid Percent Percent
Valid  Less than5years 182 74.0 74.0 74.0
5to 10 years 48 19.5 19.5 93.5
AbovelOyears 16 6.5 6.5 100.0
Total 246 100.0 100.0

Majority74%oftherespondentshadusedtheservicesofthehotelsforaperiodofless

thanfiveyearswhile19.5%hadusedtheservicesforbetweenfiveandtenyears.The leastnumber
ofcustomers(6.5%)hadpatronagetothehotelsforabove 1 Oyears.This resultshows
behaviorthatcustomers  don’tuse  theservicesofasinglehotelforlong periodsoftime.The
factthatthenumberofcustomers reducesastimeincreasesshows
thatmostcustomersonlypreferusingtheservicesof ~ theirhotelsfor ~ short  periods(few

years)beforetheychange or stop.

MeanofConstructs

The corresponding mean(total mean of eachscalewhich makes aconstruct)and standard
deviationoftheconstructsisdepictedinthefollowingtable.Inordertoanalyzethe =~ effect  of
yieldmanagementstrategiesoncustomerretentionthroughcustomers’ perceptionof
fairness,thescoreoftheresponsesofthecustomerswereenteredonSPSSv26.Theimpact
oncustomers’perceptionandretentiondue totheapplicationof yieldmanagement strategies

has been analyzed with SPSSv26.

32



Basedonthetablebelowthe resultof SPSSV20Descriptive statisticsontheyield
managementstrategieseveryconstruct ofcustomer retention hasascoreabove themean score
3whichisabovethemidpoint. Thisresult — impliesthemajorityoftherespondents wereaware
thatS-star hotelsinEthiopiahave appliedeitherofthe yieldmanagement strategiestooptimize
occupancyand revenue. Basedontheresult, capacitymanagement
anddynamicpricinghavethehighestmean(3.0779&3.0602)with Standarddeviation
(SD)of.50436and  .74415respectively  whichimplies thatcustomersofthesehotelswere
highlyconvincedthatthesetwostrategieshavesomethingtodowiththeirreturndecision.

Pricediscriminationanddurationcontrolhaverelativelythelowestmean(2.0820&

2.1333)withSDof (1.22953and1.31656)respectively,whichshowthevariationsin
respondents’view concerningthe relationshipof these twostrategiesandcustomer retention
is weak.
DescriptiveStatistics
Mean Std.Deviation N

CustomerRetention 2.9951 71209 246
Capacity Management 3.0779 .50436 246
Dynamic Pricing 3.0602 74415 246
PriceDiscrimination 2.0820 1.22953 246
DurationControl 2.1333 1.31656 246
Perceived Fairness 2.3164 66347 246

Correlation Table:



Correlations

CustomerR = PerceivedF DuratioC PriceDisc DynamiP CapacitM

CustomerRetentionPearson 1 404" -2147 23127 326" 317

Correlation

Sig.(2-tailed) .000 .002 .002 .000 .000

N 246 246 246 246 246 246
PerceivedFairnessPearson 4047 1 279" 104 490™ 1257

Correlation

Sig.(2-tailed) .000 .000 .105 .000 .049

N 246 246 246 246 246 246
DurationControlPearson -.214™ 279" 1 7627 -.147" .027

Correlation

Sig.(2-tailed) .002 .000 .000 .021 .669

N 246 246 246 246 246 246
PriceDiscriminationPearson -312" 104 762 1 -.098 .093

Correlation

Sig.(2-tailed) .002 .105 .000 123 .148

N 246 246 246 246 246 246
DynamicPricingPearson .326™ 490™ -147" -.098 1 282"

Correlation

Sig.(2-tailed) .000 .000 .021 123 .000

N 246 246 246 246 246 246
CapacityManagementPearson 3177 125" .027 .093 282" 1

Correlation

Sig.(2-tailed) .000 .049 .669 .148 .000

N 246 246 246 246 246 246

** Correlationis significantatthe 0.01level(2-tailed).

* Correlationis significantatthe0.051evel(2-tailed).

Correlationanalysisshowsthedegree of  associationbetweenvariablesandindicatesthe
directioninwhichthe variables associate- positivelyor negatively(Saunders,
Lewis,&Thornhill,2009,p.490).The valueofcorrelationrangesfrom-1tolandthestrength of
association canbecategorizedfromvery lowwithcorrelationcoefficient (r) lessthan(.2 to
very high with coefficientgreater than 0.9.

Thetableaboveillustratesthecorrelationcoefficientsfor theassociationsbetweenallthe
variables; independent,mediating and dependentvariables.Inthis correlation analysis itis
relevanttonote mainlythe relationshipthatexistsbetweenthe dependentvariable andthe other
categories.  Perceived  fairnessofcustomers,the = mediatingvariable,  ascomparedto

theindependentvariableshasstrongrelationship(highercorrelationcoefficientof.404)
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withthedependentvariable. Thefactthatallindependentvariableshavecorrelation
coefficientoflessthan(.5istheyare notstrong predictorsofthedependentvariableand

theirrelationship mainly lies when the mediatingvariable is involved.

Diagnosisof RegressionAssumptions

The studyemployedbothsimpleregression(fordirecteffects)andmultiple regression
analysis(fortheindirectandtotaleffects). Andregressionisaparametricapproach.

‘Parametric’ meansitmakesassumptionsaboutdatafor thepurpose ofanalysis.Due toits
parametricside,regressionisrestrictive innature.It failstodelivergoodresultswithdata
setswhichdon’tfulfill ~ itsassumptions.Therefore,fora  successfulregressionanalysis,it’s
essentialtovalidatetheseassumptions.Hence,theresearcherchecked(validated)ifthedata
setmet the followingregression assumptionsusing the regression plots alongwithsome

statistical test.

1. Thereshouldbea linearandadditive relationshipbetweendependent(response) variable
and independent (predictor) variable(s).A linear relationship suggests that a
changeinresponseY duetoone-unitchangeinX'isconstant,regardlessofthevalue
ofX!.Anadditiverelationshipsuggeststhat the effectofX'onYisindependentofother variables.

2. Thereshouldbenocorrelationbetweentheresidual(error)terms. Absenceof this
phenomenon is known as Autocorrelation.

3. The independent variables should not be highly correlated. Absence of this
phenomenon is known as multicollinearity.

4.  The error terms must have constant variance.Thisphenomenon is known as
homoscedasticity. Thepresenceof non-constant varianceis referred to heteroscedasticity.

5. The error terms must benormally distributed.

Autocorrelation

Itisanassumptionthatthevalueofresidualstobe independentfromoneanother (or
uncorrelated). Tocheckthisassumption,we  needtolookatthe  regressionoutputof = model
summarybox.Durbin-Watsonstatisticusestotesttheassumption that ourresidualsare
independentoruncorrelated. Thisstatistic canvary fromOto4.FornoAutocorrelation
assumption,Durbin-Watsonstatistic value needstobe closeto2.A value of twoindicates
noautocorrelation.A value of towards zero indicatespositive autocorrelation.A value towards
4 indicates negative autocorrelation Saunderset al. (2009).

Table: Autocorrelation test
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ModelSummary

Std.Errorofthe
Model R R Square AdjustedRSquare Estimate Durbin-Watson
1 .766* 587 .580 46499 1.967

a. Predictors:(Constant),PriceDiscrimination,CapacityManagement,DynamicPricing,DurationControl

b.DependentVariable: CustomerRetention

Thus,fromtheabovetable, wecanseethatDurbin-Watsonvalueformodelis1.967,which
iscloseto2 indicatingthatthe residuals areindependentornoproblemofautocorrelationis

detected.

Linearity
Therelationshipbetweenthedependentvariablesandindependentvariablesneedtobelinear
functiontoapplylinearregressionanalysisDarlington(1968).0One methodofpreventing
nonlinearityistouse theoryof previous researchtoinformthe currentanalysistoassistin
choosing the appropriate variables Osborn &Waters(2002). To testthe linearityof
associations, scatter plotdiagram with lineof fit can beused to seeif thedistribution can be
represented by linear relationship.

Inthisresearch,asindicatedinChapter =~ Two,all  thevariableswere selectedfromprevious
researcheswhichappliedlinearrelationshipbetweenthevariables.Furthermore,asshown
inFigurebelow,alltherelationshipsbetweendependentandindependentvariables(capacity
management,durationcontrol,pricediscrimination,dynamicpricingandcustomerretention)  fit

reasonably with linearpattern and itholds that linearity assumption is met.

Multicollinearity

If there isa high degreeofcorrelation betweenindependent variables,wehavea problem of
whatiscommonlydescribedastheproblemofmulticollinearity. Thisisessentiallythe assumption
that the predictors arenot too highly correlatedwith one another.

Whenpredictorvariablesare veryhighlycorrelated, wehavetowonderwhethertheyare
notinfactmeasuringthesamethingandwouldbe bettercombinedintoone newvariable, Muijs
(2010).

Aswe canseefromtablebelowthereisnostrongpair-wisecorrelationbetweenyield
managementstrategies (Independent Variables).Asa rule of thumb,BrymanandCramer
(1999, )statedthattheindependentvariablesthatshowarelationshipatorinexcessof0.80
suspectedofexhibitingmulticollinearity. Inthisstudyasshownintable belowthereisno
relationship that equals or exceeds Pearsoncorrelation coefficients of 0.80.
Wecanalsotestthisassumptionbylookingatthecoefficientstable. AsexplainedbyMuijs

(2010,p.181)ToleranceandVariancelnflationFactors(VIF)doexactlythesamething,
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toleranceisthe amountof variance inthe individualvariable notexplainedbythe other
predictorvariables.ItvariesfromOto1,avalueclosetolindicatesthattheotherpredictors
donotexplainthevarianceinthatvariable. AvalueclosetoOimpliesalmostallthevariance ~ inthe
variable isexplainedbythe othervariables.Thispermitsustomoreformallycheck thatour
independentvariablesare nottoohighlycorrelated. Tomeetmultiple regression assumptions,
weneed tolerancescoreofabove(.2and VIFscores below 10.
Asweseefromthebelowtable,analysisofcollinearitystatisticsshowsthisassumptionhas
beenmet,asnorelationshipofpredictorsequalsorabovecoefficientvalueof0.8and VIF

scores shown below 10,and tolerancescores above0.2.

Coefficients
Standardize
d
Unstandardized = Coefficient 95.0%Confidence Collinearity
Coefficients s IntervalforB Correlations Statistics
Std. Lower  Upper  Zero- Parti Toleran

Model B Error Beta t Sig.  Bound Bound  order al Part ce VIF
(Constant) .0875 213 4.115  .000 456 1.294
Duration -013  .035 -.006 -09% 924 -.012 066 -202 -.006 -.004 .863 .094
Control
Capacity 062 .063 .043 988 324 -.061 85 223 064  .041 .830 .089
Management
Dynamic 702 .042 730 16.789  .000 .620 785 756 734 695 .858 .074
Pricing
Price 069 .037 118 1.838  .067 142 .005 204 .118 .076 .692 .067
Discriminatio
n
Normality
Thisassumptionisusedtodeterminewhether theresidualsarenormallydistributed.This

canbetestedby  looking  attheHistogram  andP-Pplotforthemodel. Tosaythenormality
assumptionofthisstudyismet,theHistogramshouldbesymmetricalongthecenterQO and
thedotsattheP-PPlotshouldbeclosertothediagonalline;NormalP-Pplotpointsshould
lieinreasonablystraightdiagonallinefrombottomlefttotopright.InthiscaseHistogram
issymmetricand theP-Pplotthedotsaredrawn closertothediagonal line, indicatingthat

assumption ofnormality is met. Thefollowing residual statistics supportsthis idea.

Minimum Maximum Mean Std.Deviation N
PredictedValue 1.4984 4.4142 2.9951 .55005 246
Std.PredictedValue -2.721 2.580 .000 1.000 246
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StandardErrorofPredicted .031 158 .061 .025 246
Value

AdjustedPredictedValue 1.3477 4.5447 2.9949 .55456 246
Residual -1.88938 1.75780 .00000 46118 246
Std.Residual -4.063 3.780 .000 992 246
Stud.Residual -4.118 3.851 .000 1.009 246
DeletedResidual -1.94055 1.82374 .00025 47703 246
Stud.DeletedResidual -4.262 3.966 -.002 1.027 246
Mabhal.Distance 381 10.831 2.925 2.303 246
Cook's Distance .000 .1.259 .050 198 246
CenteredLeverage Value .010 278 .075 .059 246
a.DependentVariable: CustomerRetention

MahalDistance,CooksDistance,andCenteredLeverage ~ Values  intheresidualsstatistics
areused to indicate if thereare outliers in thedata.
FortheMahalDistance,wewanttolookatthemaximumvalue,which,inthiscaseis
10.831.Highscore  intheMahalDistancetendto  indicatethatthereisno  outlierHowever,
thisisbasedonthenumber ofindependentvariableswe haveasthisaffectsthedegreeof
freedom.Degreeoffreedomisequaltothenumberofpredictorsandinthiscase,wehave
4independentvariables,therefore our degreeoffreedomis4.Tocheckour criticalvalue for
theMahal.Distance,we needtocheckintheChisquare distributiontable.Thecritical value at
0.05 level or at the95% confidenceinterval is 7.81 and any values in thedata with Mahal.
Distancescoreofgreater than 7.81 could be considered as outliers.

The cooksdistance alsogivesanindicationof anyextremevalueswithinthe data.Andit’s
suggestedthatanyvalueswhichare >1shouldbe givenscrutinyorperhapsremoved.
Therefore,theresearcherremoved12casesfromthedatawithMahal distancescore of above

7.81andCook’s distance of valuesgreater than 1soastomeetthe normality assumption.

Descriptives
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Statistic Std.Error

StandardizedResidualfor Mean .0000 11101
CustomerRetention 95%Confidence Intervalfor LowerBound -.1248

Mean UpperBound .1248

5%Trimmed Mean -.0074

Median -.0363

Variance .887

Std.Deviation .94198

Minimum -2.28

Maximum 2.70

Range 4,98

Interquartile Range 1.44

Skewness .194 283

Kurtosis .003 .559

Besides,theabovedescriptivedatafortheresidualshowsthatbothSkewnessandKurtosis
valuesareless than the standarderrors showing thereis nosignificant degreeofskewnessand

kurtosis in thedata.

Histogram
Dependent Variable: CustomeRetention
Mean = 2 40E-15
40 Stel. Dev. = 0,994
N =236
30
>
[}
| -
[
3
o
E 20
('
10
0
-3 -2 -1 1] 1 2 3
Regression Standardized Residual
Homoscedasticity

Thisassumptionrequires evendistributionof residualtermsor homogeneityof error terms
throughoutthedata. Homoscedasticitycanbecheckedbyvisualexaminationofaplot of
thestandardizedresidualsbytheregressionstandardizedpredictedvalue(Osborn& W aters,

2002).Ifthe thentheproblem

error termsaredistributedrandomlywithnocertainpattern,

isnotdetrimentalforanalyses.Thefigurebelowshowsthatthe standardizedresidualsin
thisresearcharedistributedevenlyindicatingheteroscedasticityisnotaseriousproblemfor  this

data.
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Normal P-P Plot of Regression Standardized Residual

Dependent Variable: CustomeRetention
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RegressionAnalysisandHypotheses Testing

Introduction: Testing Mediationwith RegressionAnalysis

Mediationisa  hypothesizedcausalchaininwhichone  variable  affectsasecondvariable
that,inturn,affectsathirdvariable. The interveningvariable,M,isthemediator.It
“mediates”therelationshipbetweenapredictor,X,andanoutcome, Y.Graphically,

mediationcan bedepicted in thefollowing way:

Or

X >M Y
C’

Pathsaandbarecalleddirecteffects. Themediationaleffect,inwhichXleadstoY through
M,iscalledtheindirecteffect.The indirecteffectrepresentstheportionoftherelationship between
Xand Y that ismediated by M.
TheresearcherfounditeasyandconvenienttousethePROCESSmacroforSPSSandSAS

v 3.4 which generally follows the Mediation hypotheses test by theBaron and Kenny (BK)



method,andapartialorfullmediationdecision ismadeaccordingtotheresultofthistest. Inthe BK
method,mediationrelationshipsareestablishedinfour steps(withthree regression equations).
Baron,&Kenny (1986)explained thesesteps as follows:

1. Variable Xsignificantly predicts variableY (path c).

2. Variable Xsignificantly predicts M (path a).
3.WhentheeffectofvariableXiscontrolled,variable(s)Msignificantlypredicts Y (HO:

b=0).

4.Whentheeffectofvariable Miscontrolled,there isa significantdecreaseinthe
relationshipbetweenXandY  orthe relationshipbetweenthese twovariablesisnolonger
significant(HO:c'=0). Accordingtothismethod,the greater the reductionincoefficientc, the
greater the degree ofmediation.Coefficientc'beingzero or tooclosetozero indicates the
presenceofa mediatorvariable,andasmaller decrease incoefficientc’ (without
approachingzero)suggeststhattheremaybemorethanonemediatorvariable.Asaresult, ~ Baron
andKenny’s approachmakesa distinctionbetweena full/excellentmediation(all
effectofXonYisthroughM )andpartialmediation(onlypartoftheeffectofXonY is throughM).
Whentheeffectof Miscontrolled,ifthe relationshipbetweenXandY completely
disappears,then the data  confirmthe fullmediation hypothesis, and the
relationshipisstillpresentbutsignificantly reduced, thissupportsthepartialmediation

hypothesis (Pardo& Moran)

Usingtheaboveanalysisproceduresallhypothesesweretestedandsummarizedasfollows:
Hypothesis1:Dynamicpricinghassignificanteffectoncustomerretentioninfive-

starhotels.
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Dependent
Variables Variables Beta(p) SE t F R? P
C, CR(dependent
variable Constant .2863 .0102 .0281 3425
DynamicPricing 1.064 2492 | 4.6748 | 18.9189
Stepl (a)PF
(dependentvariable) | Constant 7.653 2.4033 | 3.1844
DynamicPricing 2302 .0587 3.922 | 15.3818 | .2096 | .0002
Step2 (b) CR
(dependentvariable) | Constant
Perceived
Fairness .9452 1142 4.7052 12.1576 | .2832 | .0073
Step3 (C)CR
(dependentvariable) | Constant 11.3457 | 10.4201 | -1.0881
DP(independent
variable DynamicPricing 1519 5252 2.8937 | 14.8489 | .3425 | .0054
PF(mediating Perceived
variable) Fairness 1073 .008 2.7805

The directeffectinthe above table essentiallyreflectstherelationshipbetweendynamic

pricingandperceivedfairness, Patha.Andsowe cansee theregressioncoefficient
(unstandardizedslope)is.2302andthisindicatesit’ sstatisticallysignificantat.051evel.
Inotherwords,ourdataisconsistentwiththenotionthatdynamic pricinghaspredictive effect on
perceivedfairness.
Andtheaboveunstandardizedcoefficienttellsusthatfor 1-unitincreaseindynamic pricing,
perceived fairness increases byabout 23%.
AndtheR?is20%andthismeans20%ofvariabilityinperceivedfairnessisexplainedby
dynamicpricing and thateffect is statistically significant at .05 level.
The direct effectofperceived fairnessoncustomer retention(pathb) isalsostatistically
significant(p,.0073<.05).Thus,we have someevidence orwe are inconsistentwiththe idea
thatperceivedfairnesshasmediatingeffectbetweendynamicpricingandcustomer
retention.And

thistellsusthatforevery1-unitincrease indynamicpricing,customer

retentionincreasesby15% &foreveryl-unitincreaseinperceptionoffairnesscustomer

retentionincreasesby10%andthisisstatisticallysignificantat.051evel. And the overall

R’that’sexplainedincustomerretentionbydynamicpricingandperceivedfairnessis34%.
Intheabove model,thetotaleffectofdynamic pricingoncustomer retentionispositive (1.0640)

indicatingthatthe  indirecteffectof = dynamic pricingvia the mediator,perceived

fairnessispositiveat95%confidencelevel. Andsothenullhypothesisis thattheindirect effect of
retention isO(HO: c'=0).

dynamicpricingon customer
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Andif0 fallsbetweenthe bootstraplower andupper bound,we maintainthe null
hypothesisandinfer ~ thatthe  indirecteffectisessentiallyOwithinthe  population.Butin
thiscase,Ofallsoutside the boundary andindirecteffectissignificantlydifferentfromO within
the population, hencethe alternativehypothesisholds true.

Hypothesis 2: Capacity management has significant effect oncustomerretention infive-

starhotels
Dependent
Variables Variables Beta(p) SE t F R? P
C, CR(dependent
variable Constant 1812 0650 | 9.5054
Capacity
Management 3431 0182 | 35.4175 | 1254.3991 2372 | .0002
Stepl (a)
PF(dependent
variable) Constant 1.9234 2543 | 2.3254
Capacity
Management 0547 0742 | 7.3653 53.5364 2795 | .0000
Step2 (b)
CR(dependent
variable) Constant 3231 2231 1219 139.24 2188 .0000
Perceived
Fairness 3114 .0423 2.1532 112.4977 1912 .0000
Step3 (C)
CR(dependent
variable) Constant 1.7302 2064 | 8.3824
CM(independent Capacity
variable Management 2281 0596 | 3.8465 37.5706 .3542 | .0000
PF(mediating Perceived
variable) Fairness 2662 .0581 | 4.5815
Path‘a’ isessentially reflectingtherelationshipbetweencapacitymanagementand

perceivedfairness.Andsowe  cansee  theregressioncoefficient(unstandardizedslope)
is.5427andthisindicatesit’sstatisticallysignificantat.05level.Inotherwords,ourdata
isconsistentwiththenotionthatcapacitymanagementhaspredictiveeffectonperceived
fairness.

And theaboveunstandardizedcoefficienttellsusthatforl-unitincreaseindynamic pricing
perceived fairness increases byabout 5%.
AndtheR?is.2795%andthismeans28%ofvariabilityinperceivedfairnessisexplained

bycapacity managementand that effect is statistically significant at .05 level.



The direct effectofperceived fairnessoncustomer retention(pathb)is alsostatistically
significant(p<.05).Thus,wehavesomeevidenceorwe are inconsistent  withtheideathat
perceived fairnesshasmediating effectbetween capacity managementand customer
retention. Andthistellsusthatfor everyl-unitincreaseincapacitymanagementcustomer
retentionincreasesby22 %for every | -unitincreaseinperceptionoffairnesscustomer
retentionincreasesby26%  andthisisstatisticallysignificantat.05level. And ~ the  overall
R’that’sexplainedincustomerretentionbycapacitymanagement andperceivedfairnessis

35%.

Again, the totaleffectofcapacity managementon customer retentionispositive (.3431)
indicatingthatthe indirecteffectofcapacitymanagementvia the mediator, perceived
fairnessispositiveat95 %confidencelevel. Andsothenullhypothesisisthattheindirect
effectofcapacitymanagementoncustomerretentionisO(HO:c'=0).andifOfallsbetween
thebootstraplowerandupperbound,we maintainthenullhypothesisandinferthatthe
indirecteffectisessentiallyOwithinthepopulation.Butinthiscase,Ofallsoutside the boundary
andindirecteffectissignificantlydifferentfromOwithinthe population,thus, the

alternativehypothesisholds true.

Hypothesis 3: Pricediscriminationhassignificant effect oncustomerretention in

five-starhotels

DependentVariables Variables Beta(p) SE t F R? P
C, CR(dependentvariable | Constant 0548 | .0087 | 17.8729
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Price

Discrimination .0346 | .0025 | 95.5824 156.419 | .0984

Step1 (a)PF(dependent
variable) ConstantPrice 1076 | .0631 | 11.2118
Discrimination

.0741 | .0185 | 35.1214 | 1233.5154 | .1649 | .0000

Step2 (b) CR(dependent

variable) Constant .0214 .0023 | 15.2336 | 112.240 .1234 | .0002
Perceived
Fairness

Step3 (C)CR(dependent

variable) ConstantPrice 1097 | .0095 | 11.5951
Discrimination

PD(independentvariable | Perceived 0632 | .0055 | 73.6715 37.5706 | .0788 | .0000
Fairness

PF(mediatingvariable) .0527 | .0078 8.1733

Path‘a’isessentiallyreflectingtherelationshipbetweenprice discriminationand

perceivedfairness. Andsowecanseetheregressioncoefficient(unstandardizedslope)is
.0741andthisindicatesit’ sstatisticallysignificantat.05level.Inotherwords,ourdatais
consistentwiththenotionthatprice discriminationhaspredictive effectonperceived fairness.
Andtheaboveunstandardizedcoefficienttellsusthatfor1-unit increaseinprice
discrimination, perceivedfairness increases by about7%.
AndtheR?is16%andthismeans16%ofvariabilityinperceivedfairnessisexplainedby
pricediscrimination andthat effect is statistically significant at .05 level.

Intheabovetable, thedirecteffect ofperceived fairnessoncustomerretention (path b)
isalsostatisticallysignificant(p<.05).Thus,wehavesomeevidence orweare in
consistentwiththeidea thatperceivedfairnesshasmediatingeffectbetweenprice
discriminationandcustomerretention. Andthistellsusthatfor everyl-unitincreasein
pricediscriminationcustomer retentionincreasesby6%forevery1 -unitincreasein
perceivedfairness,customerretentionincreasesbyS %andthisisstatisticallysignificant
at.05level.And theoverallR?that’ sexplainedincustomerretentionbyprice discrimination
and perceived fairness is 7%.

Andthetotaleffect ofprice discriminationoncustomerretentionispositive (.0346)
indicatingthattheindirecteffectof =~ price  discriminationviathemediator,  perceived

fairnessispositiveat95%confidencelevel. Andso,thenullhypothesisisthattheindirect
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effectofpricediscriminationoncustomerretentionisO(HO:c'=0)andifOfallsbetween

thebootstrapconfidenceintervaloflowerand upperbound,wemaintainthenull
hypothesisandinfer thattheindirecteffectisessentiallyOwithinthepopulation.Butin thiscase,
Ofallsoutsidetheboundaryand indirect effectissignificantlydifferent from(O within the

population, hence, the alternativehypothesisholds true.

Hypothesis4:Durationcontrolhassignificant effectoncustomerretentioninfive-
starhotels
DependentVariables | Variables Beta(p) SE t F R? P
(C),CR(dependent
variable Constant 1.0315 .0189 | 54.6368 | 385.5659 | .4812
Duration
Control 0815 .0076
Stepl (a)
PF(dependent
variable) Constant 1.2973 0460 | 28.2110
Duration
Control 0629 0172 | 36.1234 | 1304.8989 | .8425 | .0000
Step2 (b)
CR(dependent
variable) Constant 1.0013 | .0017 75.124 182.305 3818 | .0000
Perceived
Fairness 4863 .0023
Step3 (C)
CR(dependent
variable) Constant .0372 .0189 | 54.6368
DC(independent Duration
variable Control .0033 .0086 | 108.1866 | 385.5659 | .5269 .0000
PF(mediating Perceived
variable) Fairness .0064 .0127 2.8562

Path‘a’isessentiallyreflectingtherelationshipbetweendurationcontrolandperceived
fairness. Andsowecanseetheregressioncoefficient(unstandardizedslope)is.0629and
thisindicatesit’sstatisticallysignificantat.05level.Inotherwords,ourdataisconsistent ~ with
thenotion that duration control has predictiveeffect on perceivedfairness.

Andtheabove unstandardizedcoefficienttells usthatforl-unitincreaseinduration control,
perceived fairness increases byabout 6%.
AndtheR?is84%andthismeans84%ofvariabilityinperceivedfairnessisexplained

by duration control andthat effect is statistically significant at .05 level.
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And the directeffectof duration controlon customer retention(pathb) isalsosignificant (p,
.0000<.05).Accordingtothe ~ above  analysisresult,the  greater the reductionin
coefficientc,thegreaterthedegreeofmediation. WhentheeffectofM(perceivedfairness)
iscontrolled,the relationshipbetweendurationcontrolandcustomerretentiondisappears
andthedataconfirmsthatperceivedfairnessfullymediatestheindependentanddependent

variables.

CHAPTER 5:SUMMARYOF FINDINGS, CONCLUSION, RECOMMENDATIONS
AND FUTURE STUDIES

Summary of Findings
Thesummarytableofhypothesis linchapterdillustratesthattheFvalue (14.8489)indicates

ourmodelwasmeaningfulasawholeatalllevels(Sig,.0054).1t’sevidentthatthestatistical

47



tvalues of the parametersthateachvariable includedinthe modelisindividuallysignificant
at.05significancelevel. Theperceptionofcustomerstowardsdynamicpricingispositiveand
soarecustomerslikelytoberetained. Whencustomersperceivedfairnessofdynamicpricing
increases,customer  retentionlevelalsoincreases.The  perceived fairnesslevel,whichalso
affectsthedynamic pricing,explainsthelevelofcustomer retentionattherateof34 %
(R?=.3425).Thus,dynamic  pricingaffectscustomer  retentiondirectlyandthroughperceived
fairness.Perceived fairnesstherefore haspartialmediatingeffect betweendynamic pricing
andcustomer retention.Inlinewiththisfinding;H1dynamicpricinghas significanteffect
oncustomer retention is accepted.
Hence,theresultwasinconsistentwiththepreviousstudieswhichsupportedthattheactof demand
based pricing, ifmanaged to convincethecustomers, would be perceivedfair.
Manyservicebusinessesarereluctanttoimplementdemand-basedpricingbecauseof
potentialcustomerbacklash.Ifcustomersbelievethatincreasedpricesarenotbasedoncost
increasesorchangesinmarketconditions,theymayviewdemand-basedpricingasunfair
(KimesandWirtz2002a). Consumers may view thedemand-basedpricingassociatedwith
revenuemanagementasunfairforseveralreasons.Forexample,referencepricescanaffect
customerreactiontodemand-basedpricing.Ifcustomersviewpeak-demandpricesas
higherthantheirreferencepriceoriftheyviewregularpricesashigherthantheirreference
priceduetofrequentlow-demandprices,thencustomersmayviewthepriceschargedas
unfair.Inaddition,ifcustomersbelievethatcompaniesarenotprovidingmorevalueforthe
higherpeak-demandprice,theirdualentitlementbeliefsmaybeviolated.Ingeneral, customers
believethat they deserveareasonable price and that firms are entitled to makea
reasonableprofit. Whenthisrelationshipbecomesunbalancedinfavorofthefirm,the transaction
may beviewed as unfair.

The principle ofdualentitlement(Kahneman,Knetch,andThaler1986)positstwo
hypotheses:Customers believe that(a) ifcostsincrease,priceincreasesare fair,and(b) if
costsdonotincrease,price  increasesare viewedasunfair.For example,ifthe utilitycosts

forahotel increase, customers will view room rateincreases as fair, but ifahotel raises its

room rates withouta correspondingincrease incosts,the price increaseswillbe viewedas
unfair.Basedonthetheoryofdualentitlement,mostpricediscriminationanddemand-based
pricing approaches would beseen as unfair.
Customersconsiderboththereferencetransaction(howtheythinkthetransactionshould be
conducted)andthe  reference  price(howmuchtheythinktheservice  shouldcost)when

evaluating fairness. Both referencetransactions and prices are based on consumer
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expectations,andreferencepricesareoftenusedtoevaluatethefairnessofatransaction
(Kahneman,Knetch,andThaler1986).

Thequestion becomes oneof how afirm can raiseprices or chargedifferentprices without
riskingcustomer  perceptionsof  unfairness.Thaler(1985)  suggestedfour  possible
approaches:(a)tielowerpricestorestrictions,(b)offeradditionalperceivedvalueforhigher
prices,(c)raisethereferenceprice,and(d)obscure thereferenceprice.Ratefences,in
whichcertainrulesare associatedwithdifferentprices, canhelpa firmimplementthefirst two
approachesand willbediscussed below. Offering a “suggested”’priceand then having a
seriesofdiscountedpricescanhelpincreasethereference price.Forexample,hotelsdo

2

thiswiththeir “rack rate,” andairlinesuse “fullfare.”If customersfeelthatthey are receiving
adiscount, they areapt to viewthe price charged as fairer than in thepresenceof
noapparentdiscount. Bundlingtheservicewithotherproductsorservicessothatcustomers
donotknow the true price of eachcomponentofthe package canobscure the reference
price(Ng,Wirtz,andLee1999). Andthecustomerswouldconsiderthetransactionfairand  make
repeat stays.
Thesummarytableofhypothesis2inchapter4illustratesthattheFvalue(37.5706)indicates
ourmodelwasmeaningfulasawholeatalllevels(Sig,.0000)and Accordingtothismethod, the
greater thereduction in coefficient c, thegreater thedegreeof mediation. Coefficientc'
beingzeroor tooclose tozero indicates the presence ofa mediatorvariable,anda smaller
decrease incoefficientc’(withoutapproachingzero) suggeststhatthere maybe more than
onemediatorvariable.This,asin theabovehypothesis2table’sscenario,intheindirect effectthe
coefficientsignificantly decreasedfromthe directeffect,meaningthat perceived
fairnesshasstrongeffectbutnotcompleteeffector fullymediatingthevariables.It’s
evidentthatthestatisticaltvaluesoftheparametersthateachvariableincludedinthemodel
isindividually significantat.05significancelevel. Theperceptionofcustomerstowards
capacitymanagementispositiveandsoarecustomerslikelytoberetained. Thismeansthat
whencustomers’ perceivedfairnessof capacitymanagementincreases,customer retention
levelalsoincreases.The perceived fairnesslevel,whichalsoaffectsthe capacity management,

explains thelevel of customer retention at therate of

35% (R?=.3542).Thus,capacitymanagementaffectscustomer retentiondirectlyand
throughperceived fairness. Perceived fairnesstherefore haspartialmediatingeffect between
capacitymanagementandcustomer retention.Inline withthisfinding;H2 capacity

management has significant effect oncustomer retention is accepted.
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Hence,the resultwasinconsistentwiththepreviousstudieswhichsupportedtheidea of
capacityor inventorycontrolshouldfirstbe perceived fairbycustomers inthatcustomers would
makevalueout ofit. And inventorycontrolstrategies suchasrestricted availability,
overbookingandlengthof stay restrictionscanchange the balance of the reference
transactionandcancause  customersconflictssince ~ theyview  thetransactionasunfair
(Kimes, 1994).Basically,whileusingcapacityrestrictions,hotelsaresavingtheinventory  tothe
highyield  customer  disregarding  theirregularcustomers. Thisintermittent
availabilitytoregular customers islikelytoresultincustomer dissatisfaction,damage customer
loyalty and endanger futurerepeat business (Writzet al., 2003).

Moreover, firmspracticingoverbookingarefacedwiththetrade-off betweenthe
opportunitycostofunusedinventoryandthecostofcustomerdisplacement(Writzetal.,

2003). Suchpractice helpshotelsreduce their number of emptyandunsoldroomsonhigh
demand days at arisk ofdamaging the customer relationship.

Furthermore, otherproblemsmay stemfromthepracticeof overbooking.Overbookingin
thehospitalityindustryisthepracticeofintentionallysellingmorereservationsfor adate
thantheactualroomavailabilityofthehotel. Hotelsuseoverbookingtooffsettheeffects
ofclients’cancellationsandno-shows.Overbookingisbasedonforecasts. However,inthe
eventthattheforecastsdon’ tturnouttobeexactorthefirmoverstretchesthebookinglimit,
thehotelthenhastodealwiththeexcessofclients. Thedisplacementdecisionmaybebased
ontimeofarrival,frequencyofuse,perceivedimportance ~ orona  voluntarybasis(Kimesand
Chase, 1998).Inthese cases,itisimportanttosetup appropriate servicerecovery strategiesbythe
hotel (McColl-Kennedyand Sparks, 2003).Ineffect,customers wouldn’t bediscouraged to
makerepeat stays in the same hotel.
Thesummarytableofhypothesis3inchapterdillustratesthattheFvalue (37.5742)indicates
ourmodelwasmeaningfulasawholeatalllevels(Sig,.0000).1t’ sevidentthatthestatistical tvalues of
the parametersthateachvariable includedinthe modelisindividuallysignificant
at.05significancelevel. Theperceptionofcustomerstowardspricediscriminationispositive andso
arecustomers likelytoberetained. Whencustomers perceivedfairnessofprice
discriminationincreases,customerretentionlevelalsoincreases. Theperceivedfairnesslevel,

which also affects the pricediscrimination, explains thelevel

ofcustomer  retentionattherateof35%(R?=.3542).Thus,pricediscriminationaffects ~ customer
retentiondirectlyandthrough perceivedfairness. Perceivedfairnesstherefore has
partialmediatingeffectbetweendynamic pricingandcustomerretention.Inlinewiththis

finding;H3pricediscrimination hassignificanteffectoncustomerretentionisaccepted.



Hence,theaboveresultwasinconsistentwiththepreviousstudieswhichsupportedtheidea
thatprice discrimination,unlessjustifiedandappliedwithvaluefor moneyprinciple, customers
would perceiveitunjust and this mayresultin customerbacklash.

Ratefencesare therulesthathotelsuse tosegmentcustomersandjustifywhydifferent people
paydifferentprices. Correctly designedrate fenceslet hotel guestsself-segment on
thebasisoftheirwillingnesstopayandcanhelpcompaniestoeffectivelytargetlowerprices
tothoseclientswhoare disposedtoacceptcertainrestrictionsontheirpurchaseand consumption
experiences(Hanks et al., 1992; Kimesand Wirtz, 2003b).

We mustnote, however, thatperceptionsof fairnessmay be affected notonlybythe price
paid,butalsobytherulesusedinsettingprices(fences),iftheyare consideredunjust
(KimesandWirtz,2003a). Therefore,fencesandpenalties(FramandMcCarthy,1999)
mustbeestablishedwithgreatcare.Itisalsoimportanttoconsiderconsumerpsychology
inpricingdecisions(Shoemaker, 2005) inorder toanticipate negative reactionsof customers
toprice differences. Studieshave shown, infactthatofferingcustomers preventive
informationonhotels’pricingpracticescansubstantiallyenhance their perceptions
offairness(Choi and Mattila, 2005, 2006).

Withregard toprice discrimination,we canobserve thathotelsoftenendeavor toincrease
occupancyrates bysellingroomstodifferentkindsof customers. Butthispolicymay be risky
enough, if itinvolves categoriesofclientswhoareincompatible(i.e. individual
touristsandgroups).Inorder  toavoiddissatisfaction,itistherefore  necessary  toverifythe
compatibilityofservicecustomers;inotherwords,tocorrectlymanagethe*“customermix”
(MartinandPranter, 1989). For instance,insome casesitispossible tospatiallyor temporarily
segregate different kinds of non-compatible customers.
Thesummarytableofhypothesis4inchapter4illustratesthattheFvalue(385.5659)indicates
ourmodelwasmeaningfulasawholeatalllevels(Sig,.0000).1t’ sevidentthatthestatistical
tvaluesoftheparametersthateachvariableincludedinthemodel isindividuallysignificant
at.05significancelevelthoughagreaterreductionin coefficientvalueofCwhenthe
mediatingvariableiscontrolled.The perceptionofcustomerstowardsdurationcontrol determines

whether theymakerepeat stays. Whencustomers perceived

fairness of duration controlincreases, customer retention level also increases. Theperceived
fairnesslevel,whichalsoaffectsthedurationcontrol,explainsthelevelofcustomerretention —atthe
rate  of 35% (R?=.5269). Thus,duration controlaffectscustomerretentionthrough
perceivedfairness.Perceivedfairnesstherefore hasfullmediatingeffectbetweenduration control

and customerretention.
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Inlinewiththisfinding;H4:durationcontrolhassignificanteffectoncustomerretention is
accepted but throughperceived fairness.

Hence, the resultwas in consistentwiththepreviousstudieswhich supportedtheideathat
customersimmediatelychangetheirmindiftheyaretoldaboutthedurationrestrictionand
obligedtocommitfor minimumlengthofstay evenifthedemandishighandthere are events.
Length-of-staycontrolisamuch-neglectedareaofresearch(Ismail,2002;Kimes&Chase,
1998;Vinod,2004),yet  usuallyappliedinhotel  businesspractice.Throughit,hotels  set
limitson theminimumand,rarely,maximumnumberofnightsinthecustomerbookings.
Length-of-staycontrol allows hotels toprotectthemselves fromlosing revenues when
customersbookroomsforshortstaysinperiodsofhugedemand(e.g.duringspecialevents
suchasexhibitions,fairs,congresses,sportevents,etc.).Italsoprovidesthepossibility to
generateadditionalrevenuesfromovernightsindayswhendemandishistoricallylow(e.g.
whenabusinesshotelrequirescompulsorystayoverSaturdaynightsforallbookings that include
aFridaynight).Vinod(2004) highlightsthatlength-of-staycontrolhasone major disadvantage
—itisstaticand,therefore,notveryflexible.Inpractice,limitationonthe length-of-
stayshouldbeexplicitlystatedinthepricingsectionofhotel’ swebsiteandhotel
rate’sconditionsinOTAs’/GDSs’/touroperators’ websites. However,itis alsopossible thatthe
length-of-stay isnotexplicitlystatedbutimplied—thisisthe case whenthe hotel does not
appear at all in the listof hotels inthe OTAs’/GDSs’/tour operators’ websites for
bookingrequestsforstaysshorterthantheminimumrequirednumberofovernightsduring a
particular period. Themaximumlengthof stayisvery rarelyusedbyhotels—usually
whenahotelwouldbeclosedafter aparticulardateduetothestartofrenovation worksor the end
ofthe season.

Length-of-staycontrolmaybesuccessfullyimplementedonlyifitis appliedbymostof
thehotelsata destinationduringa givenperiod.If,forexample,onlya handfulof propertiesoutof
many hotelsavailable require thatguestsspenda minimumnumber of nightsduringa
particular periodoftime, theywillnotbecompetitive because potential customers would

veryeasily find and book rooms in properties that do not imposesuch

limitations.Cooperationamonghotelsatadestinationproves, again,tobe a prerequisite

forsuccessful revenuemanagement.
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Interviewresults on managerial decision making
Themanagers’roleincustomerrelationshipmanagementandprofitability,theirpracticein
relationtocustomerrelationshipmanagement,iftheremaybeguestdissatisfactionsor complaints
towardsyield management practice and the managers’ commitment in enhancing customer
loyalty were questions theresearcherasked the hotels’managers.
Whiletheapplicationofpricingandrestrictioncontrolsmightcausecustomerstoperceive
thetransactionasunfair,theinterviewresultsprovidemixedevidenceoftheimpactthese
decisionshavehadoncustomers. Infact,somemanagersstatedthatRM decisionshadno
impactoncustomers’perceptionsandothersassertthattherehasbeenadropinscoresin
guestrecommendationsandtheirviewsonvalueformoney.However,overallthereappears
alackofresearchinthechaintoreallyquantifytheimpactofRMdecisionsoncustomers.
Whentheinterviewshavebeencompletedwithhotelmanagers,furtherdocumentscollected and
observations of customer online reviewsweremadehoping that therewouldbefurther insight
into theimpact ofRM implementation oncustomers’perceptions andattitudes.

The shiftingexpectationsofcustomersandthechangingnatureofthecompetitionimply
thattherelationshipwithcustomersis becomingevermore significant. Asa resultofthe
gapidentifiedinboththeinitialfindingsofthe  studyandtheliterature,themanagers’ response
justifiedtowardstheir  flexibilityinapplyingyieldmanagementstrategies,and ~ workingon
customer relationshipmanagement asthe optionalstrategiestomaintain good relationship
with their customers.
Theyalsoclarifiedthatbothyieldmanagementandcustomerrelationshipmanagementhave an
influenceon profitmaximization but work in a different way with different objectives.
Revenuemanagementallowsthehotelstomaximizetheirrevenue,customerrelations
programsarealsocorrespondinglybeingundertakenbymajorityofthehotels;theprovision
ofleastpriceguaranteeforadvancebookings,availabilityofcreditfacilitiesforcompany guests,
discounts based on frequency and durationof stays, flat rates forgroup arrivals, the
provisionofcontracted ratesforregularguests,theactofroomupgrades,longstay
discounts,blockingoflowerroomcategories,recognitionofmostprofitablecustomers based on

theirspending power and lifetime value,and otherbenefit schemes

influencetheircustomersandobscurethenegativeimpactsthatyieldmanagementmight haveon
customers.
Besides,theyconfirmedthatoncecustomersareimpressedwiththehotelscustomerservice

culture,goodcuisine,location,complimentaryservices,andothers, customersdon’tbother



lookingforanotherserviceprovider,hence,theytendtostayloyal,talkfavorablyaboutthe  hotel,
pay less attention to some pricevariations they may encounter.
Customersarealsoencouragedandgivenattractive  discountsandpackagestomake  direct
bookingsratherthanusingtheGDSsandby doingsothehotelswouldretainthe commission costs
that they would have incurredfor using distribution channels.
Theyadded,somecustomerscomplainover  thepricesandaskwhy people who stayat
identicalhotelroomsizes enduppayingdifferent prices.However,ifthehoteldoesnotset a
loyaltyprogram,loyalcustomersmayfindoutthatothers paylessbecausetheybooked earlier or
laterand neverbook aroom in thesamehotel anymore.
Usingrevenuemanagement,hotelsmaximizetheirprofitandincreasetheirrevenueinshort
termbutmightlosesomeclients,andnotperforminthe longtermiftheyunderevaluate the
customer relationships management.
Thus,thevaluethecustomersgetshouldbecomparedwiththepricesand otherrestrictions when
fairness issues areraised as isthe casein airline companies. Thefact that majority of
theSstarhotelsare inthe capital, AddisAbaba,theirregularguestsarebusinesstourists who come
for meetings,conventionandotherbusinessaffairs.For suchreasonsmost business tourists,
who areway moretime sensitive do not consider thepricefences and the other
restrictionsasopposedtopleasure travelerswhoare price sensitive andmake travel plans

ahead of time.

Conclusion

The outcomeofthisstudycontributestotheknowledgeabouthowyieldmanagement
strategiesmaybeperceivedbycustomersand suggestsonkeyissuestoconsiderin
integratingrevenue andcustomerretentionbyansweringthequestionothowyield
managementcould negativelyaffectcustomers’perception.The  findingsconfirm  that,
dependingon whetherornottherelationshipvaluehasbeentakenintoconsideration,yield

management could indeed damagerelationships.
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Animportantconclusionthatcanbedrawn fromthisstudyis,ashasbeen revealedinthis
study,theprinciple of maximizingrevenue (ElGayaretal.,2011) couldbe atoddswith
relationshipdevelopmentneedsand, toacertainextent,withthecustomer-centric philosophyof
many hospitalityorganizations,unlessthe marketingandoperations
managementinterfaceisproperlymanaged. Thefindingsofthisstudyshowthathospitality
organizationsshouldhave holistic andstrategicperspectivestothemanagementofyield
andstrike a balance betweenincreasingrevenueanddevelopingcustomer relationships.
Moreover,thisstudyrevealsthatthe extentof the damagingeffectsof yieldmanagement
oncustomerrelationshipwasalsoinfluencedbythe managerialdecisionmakinginevery
interaction with customers.
Thispaperalsooffersinsightsintowhydurationcontrol,unliketheotherstrategiesaffect
customers’perception boldly.
Despitetheirroleinoptimizingoccupancyandrevenues,hotelyieldmanagementstrategies
especially duration control should be given utmost attention to build long term relationship
withcustomers. Managers of suchhotelsshouldhave alsobetter decisionmakingability
andflexibility.Sothat customerswon’tperceivethesestrategiesunfair,managers
implementcustomerrelationshipmanagementandtendtomake valueformoney transactions by
bundling services in to packages.

Yield managementemphasizeson maximizing hotel occupancyandrevenuebut to do so it
wasrevealed  thatsomeattractive  packagesorcomplimentaryservicestend  toimpress

customers and influencetheirperception positively and resultin good relationships.

Recommendations

Managers offive starhotelsshouldbe proactiveaswellasresponsivetothedynamic
phenomenaofhotelenvironment. Theyshouldbeabletoaligntheirbusinessstrategieswith ~ the
changing needs of their customers.
Themanagersshouldalsoberesponsibleenoughtocreateadequateandelaboratefeedback
mechanisms so that theycomprehendcustomer needs and concerns.
Toenhancetherelationshipandloyaltyofacustomertoahotel,managersshouldguarantee
valuefor moneytransactionstherebyconvincingtheircustomerstherationalofapplying varied

rates.
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Professionalismandputtingcustomers’ concernsfirstbuildgoodimpressionsandlasting
relationships,hence,ownersandmanagersof anyhotelshouldalsogivedue emphasisto their
employees andwork instrong collaboration.

Advancecommunicationonthetermsof paymentor price fencesisveryimportantas customers
wouldbalance their expectationwiththe pricesofferedandthisinturn is perceived fair
bycustomers.

Hotelsareadvisedtoofferadditionalperceivedvaluefor higherpricesset.If theyprovide
theirguestswithsomeadditionalbut notcostlycomplimentaryserviceorpackages, customers
will likely perceive theadditional pricefair.

As yieldmanagementinvolves forecastingfuturedemand, the lackofcertaintymeansthat
customers may occasionallynotgettheirexpected levelofservice.Itisimportantto anticipate
and back up the yield management program with well-designed servicerecovery
procedures, astandardized responseto customers.

Forsomecapacitymanagementtacticslike overbooking,whenguestsshowupthehotel
shouldhaveproperdisplacementorturningawaypolicyevenatthecostofthehotelif ~ the hotel

wishes to maintain relationships over short term revenue.

Itisalsoimportantto considerconsumerpsychologyinpricingdecisionsinorderto
anticipatenegative reactionsofcustomersto pricedifferencesinthecaseofprice
discrimination.Studies haveshown,infact,thatofferingcustomerspreventiveinformation

onhotels’pricingpracticescansubstantiallyenhancetheirperceptionsoffairness(Choiand
Mattila, 2005, 2006)
Allemployeeswhohavearoletoplay,includingfrontlinersandsalesstaff,mustbetrained
andeducated inthe aim,fundamentalpracticesandnuancesof their = company’syield
managementprogramsothattheywouldbeable tojustifythepracticetotheircustomers.

Employees at all levelsmustbetrained and educated in the concepts of yield

management. Employeesshouldalsounderstandthatyieldmanagementisnotabout
systematicallyabusingthe customer,butisaboutcreatingwin-winsituationsbyproviding
differentpriceandvaluebalancestoallowabroaderspectrumofcustomerstoself-segment and
enjoy theservice.

Besides,thefollowingtablerecommendshow causesofunfairnesscanbetreatedbyhotels
soastoreduceconflictsor negative perceptionswithcustomers, while applyingthe yield

management strategies.

| Revenue manage |Causes  of
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levers

unfairness

Not compatible customer

How toreduce conflicts

Segmentssegregation(spatial and
temporal),differentiatedandadditional

gﬁ%ﬁ%m i servicebenefits (extra-service)
Unfulfilled demand Proper displacement management,
caused by overbooking recovery programs
Restrictions toserviceuse Set  logical and acceptable
restrictions, clear communication
Unfulfilled of Preferred availability policies (Last
regularcustomers room availability)
Overcrowding Set optimal capacity limit
Unfair price Fencing, bundling of services,
Price service differentiation, privacy of
discrimination

Unjust fencing

Setlogical and acceptable fences,
clearcommunication offences

Increasein perceived risk

Guarantees (Bestavailable rate)

No  reference price

(increasein search efforts)

Transparent communication,
increaseof therack rate

Duration Control

Min &max stay restrictions

Advance communication and
complimentary

Services,displacementmanagement,

Dynamic pricing

Fluctuating, orhurdlerates

Fair pricebased on valueformoney

Source:Adapted fromPullman&Rogers(2010)

Limitations andrecommendations forfuture research

As with any research, this study is not without its weaknesses. Lack ofempirical research
ontherelatedstudyarea,andthenon-availabilityofadequatelypublishedanddocumented ~ data
on thetopic wasalso another limitation.

Inthecourse of thestudy,someofthechallengesandconstraintsthattheresearcher
encounteredincluded:limitedavailabilityof informationandliterature,inaccuratedata,

poorcooperationbyrespondents,gatheringandinterpretingbackgroundresearch,and
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difficultieswithgetting scheduleswithinterviewees.However,duringthecourseofthis study, a
continuous, detailed and scrupulous research was carried out.

Some participantsmay have responded,deliberately,withthe ‘right’ attitude rather than
theirrealone.Effortswere,however,madetominimizethispotentialeffectandtoenhance
therigorofthestudy by guaranteeinginformantsandinterviewees’anonymityin  advance
andbycomparingdatathatwascollectedfromdivergentsources,suchasclientinterviews.
Itwasanticipatedthatsomemanagerswouldnotgivealltheinformationfreelyasrequired
bythisstudy.The researcherhoweverexplainedthe importance ofthestudyandindebted to the
Hotel OwnersAssociationand the Ministry of Cultureand TourismAct on research matters.
Respondentswere alsoreluctanttogivecertaininformationthattheyconsidered confidential.
This is because participants would often give answers that they believeto be desirable,
DonaldsonandPreston (1995).

Futureresearchmaywishtoaddressthe  limitationsnotedaboveandalsoinvestigatethe  role
revenuemanagersandaccountmanagersplayinintegratingyieldmanagementand customer

relationship management.
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