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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	
1. 
i. The ‘hotel product’ is essentially what the customer buys when they book a room with a hotel. However it is made up of many elements, some of which go beyond the core benefit of having a bed to sleep in for the night. The elements can include but are not restricted to: lodging, food, drinks, recreation, health, shops, and car rental services.

Philip Kolter identified five levels of product: core benefit – rest and sleep; basic product – the functional attributes such as furniture; extended product – attributes the buyer normally expects such as cleanliness; augmented product – something that exceeds the customer’s expectations; potential product – possible evolution to distinguish the offer.

ii. Generally hotel pricing depends largely on pricing levels that are appropriate to the location of the hotel, how it compares to other competitor hotels in the area, whether demand for rooms is high or low in the area, whether it is near to any conference centres or significant tourist attractions.

Pricing decisions are fundamentally driven by the direct costs of room sales and the indirect costs of running the hotel. However there are other factors that are not so rigid. These factors include seasonal demand fluctuations, special rates for specific contracts, competence of the hotel’s financial management, and group rates.

iii. Franchising is a feature of hotel distribution where the franchisee pays for access to a business structure, brand, and marketing strategy that is planned and controlled by the franchiser; essentially it is a marketing method used by companies to increase their market share. An example of a hotel franchise is the Best Western association of hotels, who offer their franchisees: “A powerful global brand backed by powerful, full-service support, a fee structure that lets owners keep more of their revenue, the most competitive fees among leading brands, shorter contract terms than the industry norm, a voice in day-to-day initiatives and future direction of the company, a worldwide reservations/online booking channels, global, national and regional marketing services, the mass buying and bargaining power of thousands of hoteliers”.


iv. In a franchise arrangement, the franchisee has the benefit of being involved in a reservation with potentially global recognition and sales system that makes sure a certain amount of business is sent their way, all this may not otherwise be obtainable. They also benefit from being part of an established brand, its image and reputation, professional training, and advice supplied by the franchiser. 

The franchisee therefore improves their operational efficiency and image. The franchiser benefits as their capital investment is not required and yet their distribution network has expanded and they receive a new source of revenue.

2. The following is a comparison of the product mix of the Ace Hotel New York City (a city hotel) and the Boca Raton Resort and Club in Florida (a resort). It will outline the lodging, food, drinks, recreation, health facilities, and shops etc, of each and subsequently make a comparison between the two, highlighting those elements that might create a competitive difference between the two types of hotel. 

· Ace Hotel New York - the city hotel:

Ace Hotel New York is a 258-room hotel in a historic, turn-of-the-century building in central Manhattan. Its product is aimed at New Yorkers and international travelers alike, including those who wish to work in its public areas such as start-up workers and freelancers. This is a focused target market and allows the hotel to cater specifically to this market and meet their specific needs and requirements. 

Rooms and their facilities: There are five types of room available: Bunk bed room; small rooms; medium rooms; large rooms; double rooms; and a loft suite. As an example of the amenities included, the double rooms feature: a pair of double beds, a private bathroom, original art and a carefully curated minibar. Some include an acoustic guitar. They offer views of Broadway or 29th Street, and many come equipped with Smeg refrigerators, turntables and vintage furniture. They vary in size, up to 400 square feet. All the rooms feature hypoallergenic beds, bathrobes, 
Food and Drink: the offering is extensive for a city hotel and includes: a lobby bar serving craft beer, spirits, wine, and hosting band performances; there is a sandwich shop; 24/7 Room service; a restaurant and further bar with a menu focused on nose-to-to-tail use of meat; an oyster bar; and a coffee shop.
Health facilities: There is a 24-hour gym on site
Shops: the hotel features both a shop at reception and an online shop. Both shops sell products and amenities that are found within the hotel rooms themselves.
Other: free wifi, event and meeting spaces available for hire, an art gallery. 

· Boca Raton Resort and Club – the resort hotel

The luxury Boca Raton Resort and Club in south Florida belongs to the Waldorf Astoria group of hotels and has 835 rooms in five separate boutique hotels. Each accommodation has a unique essence and architectural style and view of the resort, the marina, Intracoastal Waterway, or the Atlantic Ocean.

Rooms: The rooms range from a variety of ‘Guest Rooms’, ‘Suites’, ‘Executive rooms’, and ‘accessible rooms’. Many come with a view of the Atlantic Ocean, Intercoastal Waterway, or the marina, and all guest rooms offer the ‘latest amenities’. 

Food and drink: It has 12 onsite restaurants including a Sushi bar, poolside bar, seafood restaurant, cocktail bar

Health and sport facilities: It features 2 golf courses, tennis courts, 7 swimming pools, access to a private beach, a FlowRider wave simulator, can provide boating from the beach, as well as surfing, scuba diving, snorkeling, jet-skiing, and there is also a children’s education and entertainment programme. The hotel also has a 50,000sqft spa, which was voted as the number one spa in the US in the Condé Nast Traveler's Readers' Choice Awards.
 
Other: Concierge services, Wedding services on the beach or in the marina, meeting and event spaces for hire.

· Comparison
The product of the city hotel is much less concerned with health, sport or physical relaxation than the resort hotel, it is instead focused on art, music, specialty beers and food, and style and design. There is also much more of a focus on the facilities within the rooms at the city hotel, the added extras, the toiletries, and the types of bed linen – these are all clearly intended to appeal to the hotel’s target market.

Where the city hotel is tightly focused on a distinct target market and has catered its product to fit their requirements, the resort hotel caters for a much broader market. For example the resort offers facilities for both families and businesses customers, for sporty clients and for those who wish to be pampered at the spa. There is less focus on the rooms themselves, and more on the facilities and activities that the resort offers as a whole, which are numerous. 

It terms of competition, these are very different types of hotel in very different locations, so they are often not going to be competing for the same clients. However, the spa facilities at the resort will give it an competitive advantage over the city hotel for customers looking to treat themselves to a relaxing weekend, for example. These could naturally come from the same target market that the city hotel is focused on, but because it has no spa facilities they may decide to opt for the resort. The same can be said for those who enjoy active holidays, these people would be much more drawn to the resort hotel because of its extensive sports facilities. On the other hand, the city hotel product is much more ‘stylish’ than the resort, and so would cater much more for those in their late 20s to early 40s who enjoy staying somewhere trendy or hip.

3. Hill stations are towns or villages built at a higher altitude – normally above 1,000m - than the surrounding plain of valley. The term is almost entirely used in Asia, where these villages and towns were often developed by Europeans in colonial times who wanted to escape the summer heat of the Indian sub-continent. Hotels based in these areas, therefore, cater largely for summer guests who can enjoy the same benefits. In winter, higher altitudes are likely to be less hospitable. 

However, the winter is conversely the best opportunity for hotels based in hill stations to grow their businesses beyond the predictable occupancy rates of the summer. It might have to offer promotions to attract customers there for a relaxing break – and so be less profitable – but its financial management team might take the view that some profit is better than none at all.

When there is a winter sports event, national/international conference, or convention scheduled to take place in the area, this is a perfect time to advertise the hotel and its facilities as there will be an increase in demand for its product. Further to this though, the hotel should offer promotions during the winter months to incentivise reservations at a time when the guests perhaps see it as “not the time” to visit a hill station.

These promotions should be a mix of both consumer and trade promotions and should be advertised to specific target markets that have been identified by the hotel as potential sources of business, with each advertising message specifically tailored to each target market. The amount of money spent on each should be carefully balanced against the predicted return on investment (ROI) and the existing direct and indirect costs of the hotel – the promotions should not make the business unprofitable as a whole, though it is acceptable to use “loss leaders” (promotions that encourage customers through the door and would make a loss on their own, but because the customer is through the door they spend further money – making profit for the business).

[bookmark: _GoBack]Acceptable promotions at hill station hotels could take the form of premium offers such as package deals offered on the hotel’s website and through its booking channels, for example if someone books for five or three nights they could get the last night free; trade incentives can be offered to wholesalers and retailers if they sell more trips to the hotel in the winter months; guarantees can be offered to guests, with money given back in the case of bad weather; offers can be made to businesses who organise fairs and exhibitions, with the intention of attracting an event booking such as a fashion show at a discounted or even free rate, which will then attract guest bookings; or events and performances, such as sound-and-light shows or theatrical performances, can be organised by the hotel, with free admission offered to guests. All of these promotions should be time limited, to encourage bookings in the ‘low season’/winter months, however, they can be advertised to the public throughout the year

For example, the hill station hotel Vivanta by Taj, Dal View, in Srinagar, India, was earlier this month offering a winter break ‘family getaway’ with a 16.7% discount on an all-inclusive two night package compared with the summer rates, as well as a winter ‘romantic rendezvous’ package to encourage trade during this low season.
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