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ABSTRACT 
 
 
 

THE INFLUENCE OF CUSTOMER RATINGS AND HOTEL ATTRIBUTES ON PRICES IN 
URBAN CENTRES IN CANADA AND CHINA. 

 
 
 

Yifeng Liu                                                                                              Advisor: 
University of Guelph, 2016                                                                   Professor Michael Von Massow 
 
 
 
Purpose – This study aims to examine which hotel attributes contribute to hotel room prices 

most significantly in Chinese market and Canadian market, and which significant differences 

exist in the contributions of attributes to hotel room prices between the two different markets. 

Design/methodology/approach – Hedonic regression model was developed for the analysis. 

Findings – Using data from Beijing and Shanghai for China and Toronto and Vancouver for 

Canada, empirical findings suggest that star rating and express checkout equally affect hotel 

room prices in China and Canada; Significant differences exist in the effects on room prices of 

independent, Ctrip online customer ratings, Expedia online customer ratings, free parking, and 

in-room safe between Chinese hotels and Canadian hotels. 

Practical implications – The findings of the current study can provide hotel managers with 

knowledge that can be used in strategic pricing, the decision-making of investment in new 

attributes for current hotels, the decision-making of what attributes to include for developing new 

hotels, and highlighting the attributes that are valued by the target market in marketing. 

Originality/value – The current study made up the gap in hotel hedonic pricing studies by 

making a comparative study between two different markets. 

Key words – Hotel room price, hedonic pricing model, China, and Canada. 
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CHAPTER 1: Introduction 

1.1 Introduction 

With the rapid development of online travel agents, booking hotels online has become more and 

more popular in the past years. When travellers search for a hotel room in the destination, they 

often try to identify the particular hotel attributes that are attractive or necessary to them, such as 

shuttle bus service, swimming pool, fitness room, or conference room. Online booking sites 

provide numerous options to filter the search results to make it easier for travellers to find the 

hotel rooms with the desired attributes. Expedia.com, for example, provides filtering options 

including the star rating, the price range, the area, the property type, the online customer rating, 

and amenities to help travellers to find the hotel rooms with the most optimal combination of 

attributes according to their preferences.  

 

Previous studies in hotel industry (Carvell & Herrin, 1990; Thrane, 2007; Abrate, Capriello, & 

Fraquelli, 2011; Schamel, 2012) demonstrated that business travellers, who are identified by 

booking a single room midweek stay, have different needs and preferences for hotel rooms 

relative to leisure travellers. Chu and Choi (2000) found that, in choosing hotels, business 

travellers in Hong Kong considered room and front Desk to be the most important, whereas 

leisure travellers Hong Kong consider security to be the most important. Dolnicar (2002) found 

that cleanness was the lead the factor of American business travellers’s dissatisfaction and good 

food was the most frequently expected by American business travellers.  

 

Business travellers can be domestic or overseas visitors who stay overnight away from home on 

the purpose of conducting business (Beioley, 1991). They represent an important segment in 
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hotel industry on which major international hotel chains rely for a notable proportion of income 

(Callan and Kyndt, 2001). Moreover, frequent business travellers have been regarded as the core 

business by many hotels (Knutson, 1988). Satisfied business travellers represent a more reliable 

source of income for hotels than leisure travellers are because business travellers are less 

susceptible to seasonal fluctuations (Cleverdon, 1985). Since understanding the needs and 

expectations of business travellers has become increasingly important for hotels to improve 

service quality and gain competitive advantage, especially in urban areas, many studies have 

been undertaken to identify and rank business travellers’ perceived preferences for various hotel 

attributes (Callan and Kyndt, 2001). In fact, Dolnicar (2002) pointed out hotel attribute 

importance studies have a long tradition in hospitality research. She reviewed 19 studies 

investigated hotel attributes focusing on business travellers from 1984 to 2000. The research 

methods that all these studies used were surveys, which means all studies were analyzing 

business travellers’ stated preferences. 

 

An alternative to the survey methodology, hedonic pricing model is another increasingly used 

method in hotel industry for revealing how each hotel attribute is valued by travellers. In 

economics, hedonic pricing model is based on revealed preference for demand or value 

estimation. This model analyzes market prices and objective attribute data, which are customers’ 

revealed preferences, rather than questionnaire data, which are mainly customers’ stated 

preferences.  

 

Revealed preference is a method analyzing individual choices. Revealed preference argues that 

consumers preferences can be revealed by their purchasing behaviours. The assumption of 
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revealed preference is that consumers made their consumption decisions to maximize their 

utility. Consumption behaviours are conserved in revealed preference (Samuelson, 1938). 

Revealed preference data represent choices on observed markets. The data come from the 

observations of the existing markets and describe the current markets. Only the existing 

alternatives are observed. Revealed preference embodies the market and personal constraints on 

the consumers’ decision making. They do not describe the hypothetical or virtual decision 

context.  Revealed preference data yield single observation for one respondent each time. 

Revealed preference data contain the information of current market equilibria and the small 

short-term changing from the current equilibria can be forecasted by analyzing this data. 

Revealed preference data, coming from the marketing observation, are relatively precise when 

the direct observation is possible (Louviere, et al., 2000, p23). 

Revealed reference data reflect true market choices, which make this approach superior to stated 

preference data. Stated preference data is based on what customers say rather than what they 

actually did (Louviere, et al., 2000, p24). 

 

Hedonic pricing model estimates the effects on prices of each concerned attribute of the 

researched product or service by using regression analysis. To be more specific, the theory 

behind the model holds that a price of a product equals to an additive function of the utility-

bearing characteristics of that product. In particular, Pi=F (Z1, Z2, Z3, …, Zn), where the Pi is the 

price of product i and Zj (j=1, 2, 3, …, n) measures the jth attributes contained in the product. 

Because hotel hedonic pricing model associates hotel room prices with hotel attributes, it not 

only can reveal hotel guests’ needs and preferences, but also it is a practical pricing approach for 



	  

	  
	  

4	  

hotel rooms. Steed and Gu (2005) categorized hotel room pricing approaches into four 

categories: (1) cost based; (2) market based; (3) a combination of cost and market based; and (4) 

best practice based. Zhang, Zhang, Lu, Cheng and Zhang (2011) argued that it could be more 

clear and easier to classify hotel pricing approaches in this paper into three categories in terms of 

the techniques and methods: (1) consumer behaviour; (2) conjoint analysis; and (3) hedonic 

analysis. 

 

Hedonic pricing model has long been used in hotel industry since 1990 and none of those 

previous studies did research in comparing two different markets based on this model. On the 

other hand, findings of previous studies are not comparable since differentiated methodologies 

and research timing between previous studies though they share the same logic in building up the 

model. All previous researches in the field that have been reviewed studied the concerned market 

individually. To make up the gap in hotel hedonic pricing studies, the current study seeks to 

make a comparative study between Chinese markets and Canadian markets by using hedonic 

pricing model.  

 

A regression model was built up by learning from econometrics (Studenmund, 2011) to make the 

model cannot only examine the effects on hotel room prices of hotel attributes in Chinese hotel 

market or Canadian hotel market, but also it can examine whether significant differences exist 

due to the market factor.  

 

The motivation for comparing the hotel markets of China and Canada is that these two countries 

are greatly different in economy, tourists, and culture.  
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We can see great differences between Canadian economy and Chinese economy. According to 

the data provided by CIA (Central Intelligence Agency) Factbook (2015), China has been greatly 

different from Canada in terms of macroeconomic indicators including GDP (purchasing power 

parity), GDP - real growth rate, GDP - per capita (PPP), GDP - composition by sector. Compared 

to Canada, China is a rapidly growing huge economic entity but still a developing country. The 

Canadian economy is dominated by service sector and Chinese economy depends more on 

industry sector and agriculture sector.   

 

In terms of travellers' origins of countries to these two countries, the majority of inbound tourists 

to Canada are American travellers and the second most inbound tourists are British travellers in 

the recent years according to Statistics Canada, Tourism and the Centre for Education Statistics 

2015. However, according to the statistics of China National Tourism Administration 2015, the 

most inbound tourists to China have been South Korean travellers, Japanese travellers, and 

Russian travellers in the recent years. 

 

Culture is a great determinant of customer behaviour (Huang, Huang, and Wu, 1996). However, 

cross-country consumer behaviour researches usually did not give thoughts to the underlying 

conceptual framework at first but began with research instruments (Douglas & Craig, 2006), and 

sophisticated statistical analysis dominated the research methods (Schwarz, 2003). Hofstede’ 

cultural researches in recent years have demonstrated that Chinese culture is different from 

Canadian culture. 
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Hofstede's cultural dimensions theory is a widely accepted framework of cultural value 

developed by Geert Hofstede (Wan, Kim, & Elliot., 2013; Hofstede, 2001). The Hofstede model 

measures cultures by six dimensions: power distance, individualism/collectivism, 

masculinity/femininity, uncertainty avoidance, long-/short-term orientation, and 

indulgence/restraint (Hofstede, 2001). Hofstede’s six cultural dimensions is a very practical tool 

for researchers to understand cross-culture differences in customer behaviours (De Mooij & 

Hofstede, 2010). Hofstede (2010) applied cultural dimensions into consumer behaviour 

researches and argued that in large power distance cultures, luxury brands are appeal to 

customers for social status needs. Individualistic cultures are featured by low-context 

communication with explicit verbal communication. But in collectivistic cultures, 

communication style is indirect and avoiding loss of face is important. In the sales process, 

creating trust is the first step in collectivistic cultures but in individualistic cultures parties just 

want to get to the point fast. A comparison of Chinese culture and Canadian culture by six 

cultural dimensions is shown in Table 1 (Clark, Eckhardt, & Hofstede, 2003). 

 

Table 1: A comparison of Chinese culture and Canadian culture by six cultrual 

dismensions (Clark et al., 2003) 

Cultural 

dimensions 

Power 

distance 

Individualism Masculinity Uncertainty 

avoidance 

Long-term 

orientation 

Indulgence 

China 80 20 66 30 87 24 

Canada 39 80 52 48 36 68 

 

We note that Chinese culture scored much higher in the dimensions of power distance and long-
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term orientation than Canadian culture does. However, Canadian culture scored greatly higher in 

the dimensions of Individualism and indulgence. Given these fundamental differences in core 

values of the society, it is reasonable to hypothesize that differences exist in needs and 

preferences for hotel attributes of business travellers between in China and Canada. 

 

In the specific context of hotels industry, Armstrong and Mok (1998) found that expectations for 

hotel service quality differ from culture and culture by studying the tourists from the UK, USA, 

Australia, Japan and Taiwan. Mattila and Choi (2006) found customers’ perceived fairness and 

satisfaction judgments to differential pricing policies greatly different from South Korea 

travellers to American travellers. Huang, Huang, and Wu (1996) indentified the cross-cultural 

differences in guests’ responses to unsatisfactory hotel service between American travellers and 

Japanese travellers.  

 

Given the gap in hotel hedonic pricng studies and the huge differences in economy, tourists, and 

culture between China and Canada, our study intends to examine which hotel attributes 

contribute to hotel room prices most significantly in Chinese market and Canadian market, and 

which significant differences exist in the contributions of attributes to hotel room prices between 

the two different markets. 

1.2 Outline 

 

This article is structured as follows: Chapter 2 reviews the literatures about the theory that our 

study based on and its applications in previous studies, Chapter 3 shows the model development 
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and methodology, Chapter 4 illustrates the results and discussions, Chapter 5 provides the 

conclusion.  

  



	  

	  
	  

9	  

CHAPTER 2: LITERATURE REVIEW  

2.1 Introduction 

The hedonic pricing model literatures were reviewed first to illustrate the origin, the theory, and 

the value in academic studies of hedonic pricing model. Following that is the review of the 

previous studies that were the applications of hedonic pricing model in the hotel industry. 

Relevant studies are reviewed in four aspects: Samples, hotel attributes, data sources, and results.  

2.2 Hedonic pricing model 

This study is mainly based on Hedonic pricing model. “Hedonic”, meaning pleasure, comes from 

a Greek origin, indicating consumptions for pleasure (Gundimeda, 2009). Hedonic price model is 

a revealed preference method for value or demand estimation in economics.  

 

Hedonic pricing model is widely used to examine the determinants of prices of certain goods or 

services such as automobiles, real estate (Lee & Kim, 2014), and hotel room (e.g. Carvell & 

Herrin, 1990; Monty & Skidmore, 2003; Schamel, 2012). The model reveals how buyers build 

implicit prices for each attribute of that goods or services (White & Mulligan 2002).  

 

This model is derived from Lancaster's (1966) consumer theory and Rosen’s (1974) theoretical 

model. It was developed to deal with differentiated goods that could be regard as bundles of 

attributes. Because each attribute is not sold separately, which means buyers cannot buy 

complementary single-attribute goods to create their own bundle, buyers have to choose from 

finite number of multi-attribute bundles. The price for the bundle represents the valuation of all 

the attributes bundled in it good or model represents the valuation of all the attributes bundled in 

it (Rosen, 1974).   
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The theory behind hedonic regression techniques postulates that from the perspective of 

customers, a product is an aggregation of individual utility-bearing attributes and customers have 

preferences for these attributes rather than for the product itself (Wu, 1999).  

Each attribute is a partial price determinant of the multi-attribute good (Andersson, 1999). The 

price of a product equals to an additive function of the attributes of that product in empirical 

hedonic models (Chin & Chau, 2003). Hedonic price is used to estimate the degree to which each 

attribute affects the product’s observed price (Higgs, 2014). It also can be understood as 

customers’ willingness to pay for different hotel room characteristics, which reflects customers’ 

needs and preferences (Schamel, 2012).  

 

In the case of wine, the attributes are vintage, production district, and subjective taste (Combris, 

Lecocq, and Visser, 1997). In the case of real estate, the attributes include the size, number of 

rooms, location, neighbourhood, environmental conditions, and many others. These attributes of 

a house form an addictive function of its total price (Fujita, 1989). 

2.3 Hotel room hedonic pricing studies 

 

Hedonic pricing models have been used in hotel industry since at least 1990. The model has been 

used to identify whether and how hotel room prices are influenced by hotel attributes such as 

hotel star-rating free wifi distance to city center and hair drier in a single market. 14 hotel 

hedonic pricing studies from 1990 to 2013 were reviewed (Carvell & Herrin, 1990; Bull, 1994; 

Wu, 1999; White & Mulligan, 2002; Israeli, 2002; Monty & Skidmore, 2003; Espinet et al., 

2003; Roubi & Litteljohn, 2004; Thrane, 2007; Anderson, 2010; Chen & Rothschild, 2010; 



	  

	  
	  

11	  

Abrate et al., 2011; Zhang et al., 2011; Schamel, 2012; Sanchez-Ollero, Garcia-Pozo, 

&Marchante-Mera, 2013). After comparing these former studies, we found out that a hotel 

hedonic pricing study could be featured in four main aspects: samples, hotel attributes, data 

sources, and results.  

An overview of samples in empirical studies is shown in Table 2.  

 

Table 2: An overview of samples in empirical studies 

Authors Samples 

Carvell & Herrin, 1990 20 hotels (20 units) in San Francisco, US 

Bull, 1994 50 motels in Ballina, Australia 

Wu, 1999 155 motels in Arkansas and Kansas, US 

White & Mulligan, 2002 584 hotels in four Southwestern US states, US 

Monty & Skidmore, 2003 Bed & breakfasts (122 observations) in Southeast 

Wisconsin, US 

Espinet et al., 2003 Hotels in Spanish Mediterranean coast (82000 

observations), Spain 

Thrane, 2007 78 hotels in the Oslo region, Norway 

Israeli, 2002  215 Israeli hotels in nine locations, Israel 

Chen&Rothschild, 2010 73 hotels in Taipei, Taiwan 

Andersson, 2010 65 hotels in Singapore 

Abrate et al.,2011 143 hotels in Turin, Italy 

Zhang Ye & Law, 2011 243 hotels in New York City, US 

Schamel, 2012 Hotels (467 observations) in Bolzano, Italy 

Sanchez-Ollero et al., 2013 232 hotels in Andalusian, Spain 
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Among the fourteen reviewed empirical studies, the sample sizes ranged from 20 hotels to 584 

hotels. In terms of studied markets’ locations, five of them were in the US and the rest of them 

were in Australia, Spain, Norway, Israel, Taipei, Singapore, and Italy. Six out of the fourteen 

studied markets were global large cities including San Francisco, Oslo, Taipei, Singapore, Turin, 

and New York. We note that few studies have been done in Mainland China and Canada. 

 

Most researchers sampled hotels of diversified classifications, thus making the researches reflect 

the general hotel markets of researched geographical areas. Other three researchers only focused 

on motels (Bull, 1994; Wu 1999; Monty & Skidmore, 2003).    

 

Besides the diversity of samples, the selection of attributes varied from study to study. The 

attributes that have been tested in empirical studies can be decomposed into three categories: 

amenity, signal quality, and location. Amenity is referred to hotel facilities or services which 

customers can access and benefit from, such as restaurant, shuttle bus service, and hairdryer. 

Quality signal is referred to hotel qualifications such as star rating, chained-brand, online 

customer rating, or certain third-party hotel certifications that can deliver information concerning 

hotel quality qualifications to customers. Location is referred to variables used to measure hotels’ 

geographical locations in studied areas. An overview of attributes in empirical studies is in Table 

3. 

 

Some researchers were only interested in how a certain attribute affected room prices though 

some other hotels attributes were also added in their regression models. However, the reasons for 

adding hotel attributes on which researchers were not focused were not explicit. Bull (1994) 
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emphasized the importance of location for hotels especially for motels and thus just aimed to 

find out how locational attributes affected room prices in a town of Australia. Besides the 

location, Bull also incorporated the attributes of star rating and the presence of restaurant. Wu 

(1998) used hedonic regression to identify whether chained brands were able to enjoy price 

premiums in Arkansas and Kansas. Besides that, the presences of restaurant, meeting room, pool, 

in-room movies, and whether the hotel was located near an interstate highway were also added in 

the model. Sanchez-Ollero et al. (2013) were only interested in whether customers were willing 

to pay more for environmental quality certifications of hotels in a Spanish region. More than 

that, the effects on room prices of spa, golf, shuttle, pool, and whether the hotel was located on 

the coast were also tested. Zhang et al. (2011) did not test any independent variable concerning 

amenity or location but only hotel quality signals including star rating and online customer 

ratings on four aspects of hotel quality, which was different from all other researchers. 

 

We note that swimming pool, restaurant, and hotel bar were the three most frequently studied 

attributes of amenity, star rating was the most frequently studied attribute of quality signal, and 

the distance to area centre was the most frequently studied attribute of location.    

 

In fact, no researcher has used structured and explicit criteria for deciding which hotel attributes 

to be selected from earlier studies. Andersson(1999) pointed out that no theoretical argument 

favours a specific set of independent variables when hedonic pricing model comes to dealing 

with a specific type of commodity. He highlighted that the lack of theoretical guidelines makes 

the choice of independent variables in empirical testing difficult. Andersson emphasized the 

importance of a structured approach to variable selection: explicitly stating the decision rules at 
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first, and then letting the empirical results of earlier comparable studies be subsumed under these 

rules. 

 

Table 3: An overview of attritues in empirical studies. 

Researchers Amenity Quality signal Location 

Carvell & Herrin, 1990 Concierge service, valet dry 
cleaning service, free local 
calling, breakfast, gym 

Star rating Distance 
to the geographic centre of 
the area 

Bull, 1994 Restaurant Star rating Distance from the City 
Centre 

Wu, 1999 Restaurant, meeting room, pool, 
in-room movies 

AAA diamond rating, 
franchised/independent 

Location near an interstate 
highway 

White & Mulligan, 
2002 

Breakfast, spa, swimming pool, 
monopoly 

Brand name Urban/interstate locations, 
temperature 

Israeli, 2002 Number of rooms Star rating, chained-
brand 

NONE 

Monty & Skidmore, 
2003 

Hot tub, private bath, larger 
room, day of week, and time of 
year,  size of room, fireplaces, 
themes, scenic views, room 
service, kitchen appliances, 
number of rooms, gift 
certificates 

Star rating Location characteristics 

Espinet et al., 2003 
 

Room equipment, parking 
place, and sports facilities, 
number of rooms, hotel garden, 
swimming pool, recent 
renovation 

Star rating In front of beach (dummy), 
closeness to the town centre 
(dummy)  

Thrane, 2007 Room service, free parking, 
swimming pool, restaurant, 
number of beds, mini-bar, 
hairdryer 

Chain membership Distance from the Central 
Station 

Andersson, 2010 In-room safe, Premium room, 
Fitness centre, Swimming pool, 
Architectural interest 

Travellers’ five-point 
ratings, star rating 

Within Singapore’s main 
shopping and entertainment 
district (dummy), distance to 
city centre 

Chen & Rothschild, 
2010 

Shuttle bus, an international 
tourist hotel, breakfast is buffet 
type, room size, bathroom with 
both bath and shower, LED TV 
in room, business centre, 
bar/café, Internet access, 
conference facilities, swimming 

Chained brand Located in city centre 
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pool, fitness centre 

Abrate et al., 2011 Total number of services, 
number of rooms, air 
conditioning, mini-bar 

Chained brand, 
presence in Guidebook, 
star rating, quality 
Certification 

Presence in a business/leisure 
district, distance from 
Railway station 

Zhang et al., 2011 NONE Star rating, travellers’ 
online ratings of rooms, 
location, cleanliness, 
and service 

NONE 

Schamel, 2012 Express checkout, business 
centre, room service, internet 
access, hotel bar, minibar, cable 
TV, hotel safe, iron in room 

Star rating, online rating Distance to city centre 

Sanchez-Ollero et al., 
2013 

Spa, golf, shuttle, pool Number of quality 
certifications, number 
of environmental 
quality certifications, 
star rating 

Located on the coast 

 

Data source varied from surveys (Carvell & Herrin, 1990), official publications (Bull, 1994; Wu, 

1999; White and Mulligan, 2002; Israeli, 2002; Espinet et al., 2003; Abrate et al., 2011), 

interviews (Monty & Skidmore, 2003), previous researches (Sanchez-Ollero et al., 2013), to 

online search engine (Thrane, 2007; Andersson, 2010; Chen & Rothschild, 2010; Zhang Ye & 

Law, 2011; Schamel, 2012). An overview of data sources in empirical studies is in Table 4. 

 

Prior to 2003, researches all collected data of prices from published official documents, which 

were list prices in the past and could not reflect the real transaction prices. However, the 

advantage of such data sources could be the convenience for data collection. Given the increased 

popularity of onine booking, since 2003 most researchers have been collecting data from onine 

travel agents. In other words, collecting data from online travel agents has become a new trend 
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since 2003 and allowed researchers to capture travellers’ real online searching, booking, and 

transaction behaviours. 

 

Table 4: An overview of data sources in empirical studies. 
    

 

 

 

 

 

 

 

 

 

In terms of results, it is of worth to note that some attributes were found to have significant 

effects on room prices in some researches but have insignificant effects in other researches. The 

possible explanation could be that customers in different markets have different needs and 

preferences. An overview of results in empirical studies is shown in Table 5. Distance to area 

centre was found to be a significant determinant of room prices in San Francisco (Carvell & 

Herrin, 1990), Ballina (Bull, 1994), Oslo (Thrane, 2007), Singapore (Andersson, 2010), and 

Researchers Data sources 

Carvell & Herrin, 1990 Survey files telephone surveys and the annual TourBook: California-Nevada 

Bull, 1994 Motor Association Guide 

Wu, 1999 AAA Tour-book 

White & Mulligan, 
2002 

Published room rates in chain directories 

Israeli, 2002 Israel Hotel Guide 

Espinet et al., 2003 Tour operator catalogues, the hotel guides of the Spanish and Catalan Tourism 
Offices, and in-depth interviews with managers and professionals of the sector 

Monty & Skidmore, 
2003 

Interviews 

Thrane, 2007 www.hotell.no  

Andersson, 2010 www.hoteltravel.com 

Chen & Rothschild, 
2010 

www.eztravel.com  

Abrate et al., 2011 Hotel catalogue 

Zhang Ye & Law, 2011 www.tripadvisor.com  

Schamel, 2012 www.trivago.com  

Sanchez-Ollero et al., 
2013 

A research project 
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Taipei (Chen & Rothschild, 2010). However, this hotel locational attribute was found to be an 

insignificant determinant of room prices in Spanish Mediterranean coast (Espinet et al., 2003). 

Room service was found to be insignificant determinant of room prices in Southeast Wisconsin  

Table 5: An overview of results in empirical studies. 

Researchers Significant attributes Insignificant attributes 
Carvell & 
Herrin, 1990 

Concierge service, valet dry cleaning 
service, star rating, distance to area centre, 
free local calling, breakfast, gym 

NONE 

Bull, 1994 Restaurant, star rating, distance from the 
city centre 

NONE 

Wu, 1999 Restaurant, meeting room, pool, in-room 
movies, AAA diamond rating, 
franchised/independent, Location near an 
interstate highway 

NONE 

White & 
Mulligan, 2002 

Breakfast, spa, brand name, 
urban/interstate locations 

Swimming pool, monopoly, temperature 

Israeli, 2002 Number of rooms, star rating, chained 
brand 

NONE 

Espinet et al., 
2003 

Star rating, number of rooms, in front of 
beach, availability of parking place 

Closeness to the town centre, recent 
renovation, special room equipment, 
availability of garden, swimming pool or gym 
facilities 

Monty & 
Skidmore, 2003 

Hot tub, private bath, larger room, location 
characteristics, day of week, and time of 
year,  size of room 

Fireplaces, themes, scenic views, room 
service, kitchen appliances, number of rooms, 
gift certificates 

Thrane , 2007 Mini-bar; Hair drier; Free Parking; 
Distance to Oslo Centre Station; Chain; 
Room service. 

Swimming pool; Presence of restaurant; 
Number of hotel beds. 

Andersson, 
2010  

In-room safe; Premium room; 4 or 5 star 
hotel; 5 star hotel; Fitness centre; 
Architectural interest; Orchard Road; 
Centre accessibility; Travelers’ five-point 
ratings of Hotel facilities Food and 
beverage.  

Swimming pool; Travelers’ five-point ratings 
of Standard of room Service Location Value 
for money. 

Chen& 
Rothschild, 
2010 

Chain; Room size; Location in the city 
centre; Led TV; Bar/café; Internet access; 
Shuttle bus service; Conference facilities; 
Fitness centre. 

International tourist hotel; Room with both 
bath and shower; Provision of buffet-type 
breakfast; Business centre; Swimming pool. 

Abrate et al., 
2011 

Total number of services, air conditioning, 
mini-bar, star rating, quality certification, 
presence in a business/leisure district, 
distance from Railway station 

Number of rooms, presence in a commercial 
Guide book, chained brand 

  

(Monty & Skidmore, 2003) and Singapore (Andersson, 2010), but be significant in Oslo (Thrane, 

2007), and Bolzano (Schamel, 2012). The presence of swimming was significantly affecting 
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hotel room prices in Arkansas and Kansas (Wu, 1999) and Andalusian (Sanchez-Ollero et al., 

2013), but was not in four Southwestern US states (White & Mulligan, 2002), Spanish 

Mediterranean coast (Espinet et al., 2003), Oslo (Thrane, 2007), Singapore (Andersson, 2010), or 

Taipei (Chen & Rothschild, 2010). The presence of gym facilities was significantly affecting 

hotel room prices in San Francisco (Carvell & Herrin, 1990), Taipei (Chen & Rothschild, 2010), 

and Singapore (Andersson, 2010), but was not in Spanish Mediterranean coast (Espinet et al., 

2003). Number of rooms was a significant determinant of hotel room prices in Spanish 

Mediterranean coast (Espinet et al., 2003) but was not in Southeast Wisconsin (Monty & 

Skidmore, 2003) or Oslo (Thrane, 2007). The presence of restaurant was significantly affecting 

hotel room prices in Ballina (Bull, 1994) and Arkansas and Kansas (Wu, 1999), but was not in 

Oslo (Thrane, 2007). The chained brand was significantly affecting hotel room prices in nine 

locations of Israel (Israeli, 2002), Oslo (Thrane, 2007), and Taipei (Chen & Rothschild, 2010), 

but was not in Turin (Abrate et al., 2011). 

Table 6: Significant attributes found by recent empirical studies. 

Researchers Significant attributes 

Thrane (2007) Mini-bar; Hair drier; Free Parking; Distance to Oslo Center Station; Chain; 
Room service. 

Andersson 
(2010) 

In-room safe; Premium room; 4 or 5 star hotel; 5 star hotel; Fitness centre; 
Architectural interest; Orchard Road; Centre accessibility; Travelers’ five-point 
ratings of Hotel facilities, Food and beverage.  

Ye & Law 
(2011) 

Star rating;  The average of travelers’ five-point ratings of rooms location. 

Chen & 
Rothschild 
(2010) 

Chain; Room size; Location in the city centre; Led TV; Bar/café; Internet access; 
Shuttle bus service; Conference facilities; Fitness centre. 

Schamel (2012) Online popularity ratings; Star rating; Weeks of advance booking; Express 
checkout; Room service; Internet access.   

2.4 Summary  
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The past hotel hedonic pricing researchers were only concerned with the hotel industry in the 

study markets and none of them made a comparative study between two different markets. 

Though the hotel attributes that were found to generate price differences vary across studies, the 

findings of different regions are not comparable because the researchers used different sampling 

method, tested different hotel attributes, did research in different years, and collected different 

types of data from different sources. Even if all these factors had been the same, a comparison 

between findings could not be made since the differences in the effects on room prices of hotel 

attributes were significant or insignificant. We add to the current literature by building up one 

hedonic regression model that incorporates two different markets. Our model cannot only test the 

effects on room prices of certain hotel attributes in the two markets as a whole, but also test 

whether significant differences exist between the two markets. 
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CHAPTER 3: Model development and methodology 

3.1 Introduction 

This chapter illustrates how our model was built to find out not only whether the selected hotel 

attributes contribute to hotel room prices significantly in China and Canada, but whether the 

contributions of attributes were significantly different between the two different markets. Two 

hypotheses were set for these two study purposes. Following that is the report of data collection 

procedure and the description of the data. 

3.2 Model development  

The current study test all the significant attributes found by recent empirical studies that 

collected data from online travel agent. One advantage of such an approach is avoiding intuitive 

selection. An overview of all the significant attributes is shown in Table 6.     

     

So the selected hotel attributes for the current study are: star rating, Expedia online customer 

ratings, Ctrip online customer rating, independent, shuttle bus service, conference facilities, 

fitness centre, express checkout, hotel bar, restaurant, free parking, room service, in-room safe, 

and hair drier. The location attribute was excluded because the city layouts of the four cities are 

so different that we could not find out one approach to measure hotels’ locations of the four 

cities. Ctrip is the Chinese online travel agent who owns the largest market share in China 

(Zhang,  Guillet, and Kucukusta, 2015) and Expedia is in the top market position in north 

America (Guillet and Law, 2013). 
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Following Rosen’s (1974) advice, the natural logarithm of the price (LNPRICE) was used in the 

pricing model and the following model has been widely adopted in empirical studies in hotel 

industry: 

lnPi = a + b1z1i + b2z2i + … bkzki +ui  

where the Pi are the room prices per night for a one-night stay, zki are the hotel attributes and 

coefficients bk are the hedonic prices correspondently. Wooldridge (2009) pointed out that such a 

natural log model analysis can make dependent variables better satisfy classical linear model 

assumptions, mitigate or eliminate the heteroscedastic or skewed distributions, and narrow the 

range of variables with better explanation power. 

     

Based on this semi-log regression model, the current study uses slope dummy variables for every 

independent variable to capture the possible differences in how the hotel attributes affect room 

prices due to the market factor. Moreover, intercept dummy variable is used to capture the 

possible difference in base prices between Chinese hotel market and Canadian hotel market. 

Then we built up the following model for the current study and definitions of variables are 

shown in Table 7. 

lnPi = βintercept + ⍺interceptCHINAi + β1STARi + ⍺1CHINAiSTARi + β2ERATINGi + ⍺2CHINAiERATINGi 

+ β3CRATINGi + ⍺3CHINAiCRATINGi + β4INDEPENDENTi + ⍺4CHINAiINDEPENDENTi + 

β5SHUTTLEi + ⍺5CHINAiSHUTTLEi + β6CONFERENCEi + ⍺6CHINAiCONFERENCEi + 

β7FITNESSi + ⍺7CHINAiFITNESSi + β8EXPRESSi + ⍺8CHINAiEXPRESSi + β9BARi + 

⍺9CHINAiBARi + β10RESTAURANTi + ⍺10CHINAiRESTAURANTi + β11PARKINGi + 
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⍺11CHINAiPARKINGi + β12SERVICEi + ⍺12CHINAiSERVICEi + β13SAFEi + ⍺13CHINAiSAFEi + 

β14HAIRi + ⍺14CHINAiHAIRi + εi. 

Table 7: Variables and definitions 

Pi The price of a one-night stay in a single room at the ith hotel. 

STARi The star rating of the ith hotel. 

ERATINGi The expedia online customer rating of the ith hotel. 

CRATINGi The ctrip online customer rating of the ith hotel. 

CHINAi The dummy variable is equal to 1 if the ith hotel is in China and 0 otherwise. 

INDEPENDENTi The dummy variable is equal to 1 if the ith hotel is independent and 0 otherwise. 

SHUTTLEi The dummy variable is equal to 1 if the ith hotel has the shuttle bus service and 0 otherwise. 

CONFERENCEi The dummy variable is equal to 1 if the ith hotel has conference facility and 0 otherwise. 

FITNESSi  The dummy variable is equal to 1 if the ith hotel  has the fitness centre and 0 otherwise. 

EXPRESSi The dummy variable is equal to 1 if the ith hotel has the express check and 0 otherwise. 

BARi The dummy variable is equal to 1 if the ith hotel room has the hotel bar and 0 otherwise. 

RESTAURANTi The dummy variable is equal to 1 if the ith hotel room has the restaurant and 0 otherwise. 

PARKINGi The dummy variable is equal to 1 if the ith hotel has the free parking and 0 otherwise. 

SERVICEi The dummy variable is equal to 1 if the ith hotel has the room service and 0 otherwise. 

SAFEi The dummy variable is equal to 1 if the ith hotel room has the in-room safe and 0 otherwise. 

HAIRi The dummy variable is equal to 1 if the ith hotel room has hair dryer and 0 otherwise. 

  

The intercept of the model βintercept indicates the base price of the two markets in general. The first 

dummy variable CHINAi in the model indicates the difference in base prices between the two 

markets. If ⍺intercept, which is the coefficient of CHINAi, is significant, then the base price of 

Chinese hotel rooms is significantly different from that of Canadian hotel rooms, otherwise we 

say the base price of the two different markets are not significantly different.  
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In the model, the coefficients including β1, β2, β3, …, and β14 associate each concerned hotel 

attribute with room prices in the two markets as a whole to examine whether and to what extend 

each concerned hotel attribute contributes to prices. The coefficients including ⍺1⍺2⍺3,  …, and 

⍺14 examine whether and to what extend each concerned hotel attribute contributes to Chinese 

hotel room prices significantly different form Canadian hotel room prices. For example, STARi 

indicates the contribution of star rating to room prices in China and Canada in general. If the 

coefficient β1 is significant, then we say star rating significantly contributes to room prices in 

general. ⍺1CHINAiSTARi indicates the difference in the contribution of star rating to room prices 

between the two markets. If the coefficient ⍺1 is significant, then we say the contribution of star 

rating to room prices in China is significantly different from that in Canada.  

3.3 Hypotheses 

The model is built up for the two purposes of the current study: to find out if these attributes 

contribute to hotel room prices significantly, and to find out if there are significant differences 

due to market in the contributions of attributes to hotel room prices. To achieve the two 

objectives, we set the following two hypotheses and the interpretations for the possible results 

are shown in Table 8. 

 

Hypothesis 1: 

H0: βk = 0, k = 1, …, 14.  

It was hypothesized that the kth attribute does not contribute to hotel room prices significantly in 

general. 
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Ha: βk≠ 0, k = 1, …, 14. (k is the number of attributes considered) 

It was hypothesized that the kth attribute contributes to hotel room prices significantly in general. 

 

Hypothesis 2: 

H0: ⍺k = 0, k = 1, …, 14.  

It was hypothesized that the contribution of the kth attribute to hotel room prices in China is not 

significantly different from that in Canada. 

Ha: ⍺k≠ 0, k = 1, …, 14. (k is the number of attributes considered) 

It was hypothesized that the contribution of the kth attribute to hotel room prices in China is 

significantly different from that in Canada. 

Table 8: Possible results and interpretations. 

Results Interpretations 

βk = 0 cannot be rejected. The kth attribute does not contribute to hotel room prices 
significantly in general. 

βk = 0 is rejected, accept 
βk≠ 0. 

The kth attribute contributes to hotel room prices significantly in 
general. 

⍺k = 0 cannot be rejected. The contribution of the kth attribute to hotel room prices in China is 
not significantly different from that in Canada. 

⍺k = 0 is rejected, accept ⍺
k≠ 0. 

The contribution of the kth attribute to hotel room prices in China is 
significantly different from that in Canada. 

 

3.4 Data 

The data set was collected from December 1, 2015 to December 7, 2015 for one-night stay in 

Beijing, Shanghai, Toronto, and Vancouver. Data were extracted from both www.ctrip.com and 

www.expedia.ca for Chinese hotels and data were extracted from www.expedia.ca for Canadian 

hotels. By the data were collected, Canadian hotels could not be searched or booked by Ctrip. 
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The hotel room prices were found to be identical between Ctrip prices and Expedia prices for the 

same Chinese hotel room. The only data difference between the two websites is the online 

customer rating for the same Chienese hotels. Considering in the Chinese market, domestic 

travellers usually use Ctrip for booking and Expedia users are usually international travellers, we 

collect both Ctrip customer rating and Expedia customer rating to exmine how different online 

customer ratings would affect the same hotel room prices. Leisure travellers are more likely to 

book a double room weekend stay and business travellers are characterized by booking mid-

week single rooms (Schamel, 2012), so the check-in date is on April 20 2016, which was a 

Wednesday. This date of stay is in low season for the both tourism markets, making the travellers 

most likely to be business travellers. The advance booking time was approximately 5 months. 

According to my observations of hotel room prices in the four cities, 5 month long advance 

booking time could ensure the prices to be sTable during the period of data collection. On the 

other hand, it was found out that if the advance booking time was short and the check in date was 

approaching, the room prices were very likely to be increasing or decrease depending on 

occupancy. It was checked out that before, on, and after that date no festival, holiday or special 

event would happen. In other words, no unusual demand would disturb the market prices to be 

observed. The price of the cheapest single bedroom with free cancellation was collected from 

each hotel. Ctrip.com and Expedia.com were used as data sources as well as powerful search 

tools and obtained the sample of 150 hotels in China (75 in Beijing, 75 in Shanghai) and 150 

hotels in Canada (75 in Toronto, 75 in Vancouver).  

     

The goal of the sampling method adopted in the current research is to gain enough diversity of 

hotels in the sample. Twenty-five 3-star hotels, twenty-five 4-star hotels, and twenty-five 5-star 
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hotels were selected from each city to gain the variations in hotels’ star ratings. Due to the small 

number of 5-Star hotels in Toronto (6 5-Star hotels) and Vancouver (4 5-Star hotels), the number 

of 3-Star hotels was increased to make up the insufficiency of 5-Star hotels.  

     

Using the feature of searching hotels by area on Expedia.com as well as Ctrip.com, hotels were 

selected from every area of each city in order to obtain the variations in hotels’ locations. 

Proportional sampling was used to decide how many hotels of each star-rating classification to 

obtain from each area. For example, there were 57 5-Star hotels and 10 city areas in Beijing. One 

of the 10 areas was Dongcheng and there were 14 5-Star hotels in Dongcheng. Then the amount 

of 5-Star hotels to obtain from Dongcheng area would be 25*(14/57), where the  “14/57” was the 

proportion of the amount of Dongcheng 5-Star hotels accounts for the total amount of Beijing 5-

Star hotels, and the “25” is predetermined total amount of 5-Star hotels to obtain from Beijing.    

 

Table 9: Attributes provided by the hotels in the sample. 

 

 

 

 

 

 

 

 

 

 Hotels in the sample that 
provide these attributes in 
China (%) 

Hotels in the sample that provide 
these attributes in Canada (%) 

Independent 47.37 20.67 

Shuttle bus service 78.95 36.24 

Conference facilities 90.13 92.67 

Fitness centre 72.37 94.00 

Express checkout 39.47 68.24 

Hotel bar 82.78 91.33 

Restaurant 95.39 92.00 

Free parking 54.97 36.00 

Room service 83.55 77.33 

In-room safe 89.47 66.67 

Hair drier 96.05 97.33 
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Table 9 presents the percentages of the amount of hotels provided the concerned attribute 

accounts for the total amount of hotels in China or in Canada. Dummy variables were used to 

code whether the hotel had the attribute or not (yes=1, no=0). Table 10 presents the descriptive 

statistics for variables including Ctrip online customer ratings (China), Ctrip online customer 

ratings (Canada), Expedia online customer ratings (China), Expedia online customer 

ratings(Canada), Hotel room price(China), and Hotel room price(Canada).  

 

It needs to be mentioned that though travellers could search and book nearly all Chinese hotels 

through Expedia.com, Canadian hotels could not be searched or booked through Ctrip.com when 

the data were collected. Moreover, it was of interest to find out that given the same date of stay, 

room type, and hotel, the room price on Ctrip.com was identical with the room price on 

Expedia.com. 

 

Table 10: Descriptive statistics. 

 Count Mean Standar 
Deviation 

Minimum Maximum 

Ctrip online customer ratings (China) 150 4.41 0.34 3.10 5.00 

Ctrip online customer ratings (Canada) 0 0.00 0.00 0.00 0.00 

Expedia online customer ratings (China) 150 3.94 0.71 1.00 5.00 

Expedia online customer ratings 
(Canada) 

150 4.19 0.35 3.00 4.90 

Hotel room price (China) 150 236.35 172.84 34.86 812.63 

Hotel room price (Canada) 150 268.24 147.81 97.42 904.76 
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CHAPTER 4 Results and discussion 

4.1 Results  

By reviewing the data we found out that nearly all hotel rooms in the sample were equipped with 

hair dryer, making business travellers nearly do not have choices as regards saving money by 

choosing a hotel room that does not offer hair dryer. So it was decided to drop hair dryer. 

 

The model was then run to regress all variables but “Hair dryer” and “Hair drier*Dummy 

China”. Table 11 reports the models’ explanatory power. In terms of adjusted R2, the model 

explains 75% of the variation in hotel room prices, indicating the model has a very good 

explanatory power in the field of social society research. The t-statistic test was used for testing 

whether the independent variables are significant predictors of the dependent variables. 

 

Table 11: Model Summary 

Model R 
R 

Square Adjusted R Square Std. Error of the Estimate 

1 .880a .775 .751 .31688 

 

Table 12 reports the estimation results including standard errors, t-values, and p-values for each 

variable in the model. Variables including “Star rating”, “Online customer ratings 

(Expedia)”, “Express checkout”, “Free parking”, “Online customer ratings (Ctrip)*Dummy 

China”, “Online customer ratings (Expedia)*Dummy China”, “Independent*Dummy China”, 

“Free parking*Dummy China”, and “In-room safe*Dummy China” are found to be significant at 

95-percent level. Variables including “Independent”, “Shuttle bus service”, “Conference 

facilities”, “Fitness centre”, “Hotel bar”, “Restaurant”, “Room service”, “In-room safe”, 
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“Dummy China”, “Star rating*Dummy China”, “Shuttle bus service*Dummy China”, 

“Conference facilities*Dummy China”, “Fitness centre*Dummy China”, “Express 

checkout*Dummy China”, “Hotel bar*Dummy China”, “Restaurant*Dummy China”, ‘Room 

service*Dummy China” are found to be insignificant at 95-percent level. 

 

Table 12: Results 

Model 

Unstandardized Coefficients 

t Sig. B Std. Error 

Constant 2.119 .376 5.634 .000 

Dummy China -.927 .586 -1.583 .115 

Star rating .316 .065 4.844 .000 

Star rating*Dummy China .034 .087 0.385 .700 

Online customer ratings (Expedia) .496 .100 4.954 .000 

Online customer ratings (Expedia) * Dummy China -.262 .111 -2.367 .019 

Online customer ratings (Ctrip) * Dummy China .344 .119 2.900 .004 

Express checkout .121 .060 2.006 .046 

Express checkout * Dummy China -.069 .083 -.839 .402 

Free parking -.207 .059 -3.476 .001 

Free parking * Dummy China .186 .081 2.295 .022 

Independent .018 .071 .259 .796 

Independent * Dummy China -.250 .094 -2.660 .008 

In-room safe .028 .069 .413 .680 

In-room safe * Dummy China .304 .137 2.226 .027 

Shuttle bus service -.057 .060 -.946 .345 

Shuttle bus service * Dummy China .088 .105 .835 .404 

Conference facilities .056 .130 .434 .664 

Conference facilities * Dummy China -.011 .176 -.062 951 

Fitness centre -.038 .141 -.273 .785 

Fitness centre*Dummy China .211 .168 1.258 .209 

Hotel bar .138 .123 1.118 .265 

Hotel bar * Dummy China -.195 .154 -1.263 .208 

Restaurant -.026 .133 -.195 .845 
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Restaurant * Dummy China -.190 .195 -.978 .329 

Room service .063 .080 .789 .431 

Room service * Dummy China -.009 .118 -.075 .940 

a. Dependent Variable: lnprice a. Dependent Variable: lnprice 

     

Most variables incorporated in the model are dummy variables and the only two non-dummy 

variables are both five-point ratings, ranging from 1 to 5. Moreover, our study purpose is to 

understand each concerned hotel attribute’s effect on room prices and whether differences exist 

due to the market, so it is not necessary to use standardized coefficients for our results and 

discussion part. On the other hand, if the research is to answer the question of which attribute has 

a greater effect on room rates in one market and those variables are measured in different units of 

measurement (eg, number of beds, hotel’s distance to city centre, room size, star rating), where 

the diversity of variable's scale of units cannot be ignored, then discussing the standardized 

coefficients becomes necessary. 

     

In the pricing model, the dependent variable is the natural logarithm of the room price 

(LNPRICE), so in this results and discussion part the attributes’ effects on room prices will be 

interpreted from by what percentage will the price change if a dummy variable changes from 

zero (The hotel does not have that attribute) to one (The hotel has that attribute), by what 

percentage will the price change if the hotel’s online customer rating increases by one point, and 

by what percentage will the price change if the hotel’s star rating increases by one star. 

      

Turning to Table 12, we first note that star rating has a noticeable effect on room prices. We also 

notice that the variable “Star rating*Dummy China” is insignificant, which means star rating is 

equally valued by business travellers in China and those in Canada. The coefficient of the 
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variable “Star rating” in the model is 0.316. Supposing the star rating of a hotel is S, the room 

price of that hotel is P, then our model can be simply expressed as LnP = 0.316 * S + O, where 

“O” represent all other parts of our model. We suppose the room price becomes P´ if the hotel’s 

star rating increases by one star, and then LnP´ = 0.316 * (S + 1) + O = 0.316 * S + O +0.316 = 

LnP + 0.316. Then LnP´ - LnP = 0.316 = Ln (P´/P). So P´/P = e0.316 = 1.37, and P´ = (1 + 37%) * 

P. We interpret this to say that business travellers pay 37% more for hotels with one more star 

rating.  

        

We note that “Online customer ratings (Expedia)” and “Online customer ratings 

(Expedia)*Dummy China” are both significant. The coefficient of the former is 0.496 and the 

coefficient of the latter is - 0.262, which means Expedia online customer ratings are significantly 

affecting hotel room prices in both China and Canada but the effect of Expedia online customer 

ratings on hotel room prices is significantly less in China.  

     

Supposing the Expedia online customer rating of a Canadian hotel is ERCA, the room price of 

that hotel is P, then our model can be simply expressed as LnP = 0.496 * ERCA + O, where “O” 

represent all other parts of our model. We suppose the room price becomes P´ if the hotel’s 

Expedia online customer rating increases by one point, and then LnP´ = 0.496 * (ERCA + 1) + O 

= LnP + 0.496. So P´ = (1 + 64.2%) * P.   

     

Supposing the Expedia online customer rating of a Chinese hotel is ERCN, the room price of that 

hotel is P, then our model can be simply expressed as LnP = 0.496 * ERCN + O, where “O” 

represent all other parts of our model. We suppose the room price becomes P´ if the hotel’s 
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Expedia online customer rating increases by one point, and then LnP´ =  (0.496 - 0.262) * 

(ERCN + 1) + O = LnP + 0.234. So P´ = (1 + 26.4%) * P.  

     

Practically speaking, business travellers pay 64.2% more for an incremental point in Expedia 

online customer rating of Canadian hotels and pay 26.4% more for an incremental point in 

Expedia online customer rating of Chinese hotels.  

    

The coefficient of the significant variable “Online customer ratings (Ctrip)*Dummy China” is 

0.344, indicating an incremental point in Ctrip online customer rating drives up the room prices 

by 41% (e0.344 - 1 = 0.41) in China.  

     

Express checkout is another attribute that has a noticeable effect on room prices and it is equally 

important in Canada and in China since “Express checkout*Dummy China” is insignificant. The 

coefficient of the variable “Express checkout” is 0.12, which means business travellers pay 12.9% (e0.12 - 

1 = 0.129) more for hotels with the express checkout service.  

     

The coefficient of the variable “Free parking” is - 0.207 and the coefficient of the variable “Free 

parking*Dummy China” is 0.186, which means controlling other variables constant, hotels offering 

free parking are 18.7% (e-0.207 - 1 = - 0.187) cheaper than hotels charge guests for parking in Canada and 

the presence of free parking is linked to 2% decrease in hotel room prices in China.       

     

The variable “Independent” is found to be insignificant but the variable “Independent*Dummy China” 

is significant with the coefficient of - 0.250, which means whether the hotel is a member of a hotel 
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chain does not influence the room prices in Canada but it does in China. More specifically, when other 

hotel attributes are controlled, independent hotels are 22.1% (e-0.250 - 1 = - 0.221) cheaper than chained-

brand hotels, which supported prior studies’s findings (Wu, 1998; Israeli, 2002; Thrane, 2007).  

     

The variable “In-room safe” is found to be insignificant but “In-room safe*Dummy China” is found to 

be a significant variable with the coefficient of 0.304, which means the presence of in-room safe drives 

up hotel room prices by 35.5% (e0.304 - 1 = 0.355) in China but does not have significant effects on prices 

in Canada.  

4.2 Discussion 

Star rating is a comprehensive signal of hotels’ overall quality and it is the star rating that 

distinguishes hotels that have highly attentive staff team, gourmet dining, luxury spas, and full-

service health clubs with lavish locker rooms from those only offer no-frills accommodations 

with minimal on-site facilities (Pine and Phillips, 2005). In general, the greater number of stars a 

hotel has, the more value the hotel can deliver to travellers. On the other hand, star rating informs 

hotel searchers what classification of experience they can expect and help them easier find the 

kind of hotels that they really want (Pine and Phillips, 2005). High-star hotels generally come 

with abundant amenities and services that may not be wanted by business travellers with a tiny 

budget and a tight schedule. Those who hope to make their stay a luxury experience rather than a 

simple sleep may not want to choose from low-star hotels. 

     

Online customer rating is not only a subjective measure of hotel quality but also a signal of how 

trustworthy the hotels are (Ba and Pavlou, 2002). A high customer rating indicates the hotel is 

trustworthy since it presents hotel has fulfilled the requirements by the online transaction and provided 
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the customers with the services that were advertised online.  On the other hand, a high quality hotel 

may not be able to win a high online customer rating if the customer feel any sham publicity. Customer 

ratings contribute to reducing information asymmetry between the buyer and the seller, and a higher 

customer rating allows the seller to charge a higher price for making the online transactions less risky 

(Ba and Pavlou, 2002).  

 

Expedia is an American online travel agent and one of the top online travel brands in North America 

(Lee, Guillet, and Law, 2013). Though Expedia has entered China travel market, it is still far behind 

Ctrip, who has maintained the first-place ranking in China in terms of online travel agent market share. 

The results showed that Expedia online customer rating was significantly less important in affecting 

Chinese hotel room prices than in affecting Canadian hotel room prices. We interpret this to say that a 

wider user base makes the online customer rating a stronger signal of hotels’ trustworthiness. Expedia 

has a wider user base in Canada than it has in China, so an incremental point in Expedia online 

customer rating in Canada can make online transaction less risky to a greater extent than an incremental 

point in China could, and this greater contribution in reducing information asymmetry between hotels 

and travellers creates a price premium. 

 

Ctrip is the leading online travel agent in China and it is unsurprising to find out that Ctrip online 

customer ratings are playing an important role in explaining the variations of hotel room prices in 

China. 

     

Of special interest is that the effect on room prices of an incremental point in Expedia online 

customer rating was almost twice as much as that of an incremental star in star rating does in 
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Canada. However, the situation in China is different: The effect on room prices of an incremental 

point in Ctrip online customer rating was only slightly greater that of an incremental star. In 

other words, the two ratings were nearly equally important for business travellers in China. 

Expedia hotel star rating system comes from Expedia’s own experts’s standardized criteria(Lee, 

Guillet, and Law, 2013) and Ctrip hotel star rating system comes from nationally enforced 

criteria of China National Tourism Administration(Jiang, Gretzel, and Law, 2014). Either in 

Expedia or Ctrip, star rating signals hotel quality and differentiates luxury hotels from economic 

hotels (Jiang, Gretzel, and Law, 2014). However, online customer rating is signalling not only 

the hotel quality, but also the trustworthiness of online transactions, which is valued by business 

travellers for less risky room reservations. To be more specifically, it is not star rating but online 

customer rating informs travellers the following possible situations: A hotel might be presenting 

exaggerated advertisements, star-rating inspectors might not be consistently adhering to 

standards and thus rate a hotel inappropriately, a hotel might be providing good service only 

when the star rating inspectors were there, and quality variations exist between hotels with the 

same star rating (Jiang, Gretzel, and Law, 2014). Our results indicate that Expedia online 

customer rating was a much stronger signal of hotel quality than star rating was, making the 

online customer rating a much more important determinant of hotel room prices in Canada. It is 

worth to note that either of Expedia or Ctrip, the online customer rating for a hotel is based on 

every rating given by every reviewer who had booked and stayed in that hotel (Zhang, Guillet, 

and Kucukusta, 2015; Lee, Guillet, and Law, 2013). It could be inferred that Expedia was doing 

better in verification system that ensured much higher credibility of online reviews than Ctrip 

was. For that reason, Expedia online customer rating was more trusted by business travellers and 

an incremental point of Expedia online customer rating was more valued by business travellers 
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than how Ctrip online customer rating was. Besides the higher credibility that Expedia reviews 

have, another possible reason is that business travellers in north America are more likely to trust 

other business travellers, making online reviews more valued by business travellers in Canada. 

 

Table 13: Cross comparison: The effects on hotel room prices of an incremental star of star 

rating and of an incremental point of online customer rating (Ctrip/Expedia) in China and 

Canada 

 

The significant positive effects on room prices of express checkout is quite expected since express 

check out is a way of simplifying procedures and saving time, which is definitely valued by business 

travellers who are still at working on tight schedules during the business travelling. 

     

Contrary to what one might expect, free parking contributes negatively to room prices in both Canada 

and China. A review of the data suggests that in Toronto and Vancouver, high-price hotels are nearly 

all located in downtown, where the land rent is higher than other areas of the cities.  

     

Our results showed that the presence of free parking contributes negatively to hotel room prices. By 

reviewing the data we found out that the farther the hotels were away from downtown Toronto or 

downtown Vancouver, the more frequently the hotels were associated with the presence of free parking 

and hotel room prices were tending to fall in the mean while. It might be inferred that hotels’ distances 

 Percentage Change in Price  

China  Canada 

Star rating 37% 37% 

Expedia online customer rating 26.4% 64.2% 

Ctrip online customer rating 41% NONE 
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to Toronto downtown or Vancouver downtown contribute negatively to hotel room prices. In fact, the 

negative effects on hotel room prices of hotels’ distances to downtown were tested and verified for 

Oslo hotels (Thrane, 2007) and Taipei hotels (Chen& Rothschild, 2010). The huge differences in city 

layout between the two Canadian cities and two Chinese cities make it difficult to create a location 

variable that measures hotels’ locations by the same method. In fact, we cannot find a well-defined 

“downtown area” in Beijing or Shanghai. Nor can we find a well defined “city centre” for the four 

cities. So the location variable was not added in our model. Thrane (2007) was the only researcher in 

the past who added free parking into hotel hedonic pricing model and a similar result was found that 

the farther the hotels were away from Oslo downtown, the lower the room prices were, and the more 

frequently the hotels offered free parking.  

     

We can interpret the relationship between location, hotel room prices and the presence of free parking 

to say that in Toronto and Vancouver, high price hotels tended to be located in downtown area where 

hotels were most likely to charge for parking. The possible explanation could be that in these two 

cities, hotels that were in downtown or close to downtown were more attractive to business travellers in 

terms of locations and they are willing to pay more for the hotel rooms as well as be charged for 

parking in order to stay in that area. On the other hand, only expensive hotels, or luxury hotels, could 

afford the high land rent in downtown areas. Downtown’s attraction to business travellers might be 

composed of the convenience to business meeting spots, plenty choices of restaurants and other places 

for socializing, and vibrant nightlife.     

     

We note that the presence of free parking’s negative contribution to price is significantly less in China. 

In fact, the positive coefficient of “Free parking*Dummy China”(0.186) almost offsets the negative 
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coefficient of “Free parking”(-0.207), which means the effect of free parking on prices was almost non-

existent in China. By looking at the geographical distribution of hotels in Beijing and Shanghai we can 

find out that high price hotels were geographically dispersed all over the city and did not tend to be 

located in the most attractive areas. Nor did they tend to charge for parking. The presence of free 

parking was not frequently associated with certain areas. The phenomenon that luxury hotels tended to 

cluster in downtown we found in Toronto and Vancouver did not occur in Beijing and Shanghai. A 

conjecture could be that in the last 20 years, luxury hotels have been rapidly growing in Beijng and 

Shanghai and those new comers have to locate in less attractive places because of the limited capacity 

of most attractive locations for luxury hotel properties or because luxury hotels choose to locate in less 

attractive places to avoid competing with other luxury hotels for the same group of travellers. It can be 

inferred that luxury hotels, or expensive hotels, that do not have location advantages offer free parking 

to make up this short board.  

     

It is worth to note that chained-brand hotel, branded hotel, and chain hotel are interchangeable when it 

is referred to hotels that are not independent but members of a hotel group that has a number of hotels 

under the same brand (O'Neill and Carlback, 2011). From hotels’ perspective, a strong hotel brand can 

improve key performance indicators including average price, occupancy, revenue, and return on 

investment (Forgacs, 2003). From the perspective of customers, it is found out by researchers that a 

strong hotel brand can signal quality assurance (Prasad and Dev, 2000), reduce customers’ perceived 

risks and search costs (Kayaman and Arasli, 2007), and simplify customers’ pre-purchase evaluation of 

the service (King, Sparks, and Wang, 2013). Though researchers found out that branding could create 

value for both hotels and customers, its effect on hotel room prices is only found to be significant in 

China.  
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One of possible explanations could be found by looking at market difference: Customers can find 1058 

hotels in Shanghai, 1311 hotels in Beijing, 252 hotels in Vancouver, 503 hotels in Toronto by 

searching in Expedia. In other words, there are many more hotels for business travellers to choose from 

in Beijing and Shanghai than in Toronto and Vancouver, so hotel branding in Beijing and Shanghai 

could make greater contributions in reducing business travellers’ search costs and in simplifying 

customers’ pre-purchase evaluation of the service, and thus create a price premium.  

     

On the other hand, in the context of Mainland China, chain hotels, especially those international chain 

hotels, excel local independent hotel in terms of management expertise, technology, distribution and 

reservation systems (Pine & Qi, 2004), which could be why chained hotels charge higher room prices. 

However, the situation in Canada is different. A review of the data suggests that in cities of Toronto 

and Vancouver, many independent hotels fall into the category of upscale boutique hotels which are 

not cheap but few such hotels can be found in the data of Beijing and Shanghai. In fact, this contrast in 

our sample might not be a special case. As an innovative response to the standardization and 

commoditization of the hotel developments occurring during the 1970s and 1980s, boutique hotels 

occurred in major cities of North America ad UK in 1980s (Albrecht and Johnson 2002). Boutique 

hotels are featured by individual, design-conscious, small-scale operations, high quality, and offering 

personalized service (McNeill, 2008). In Chinese hotel industry, the segmentation of boutique hotels is 

still in the early stage of development, which has attracted very limited amount of academic researches 

(Gu, Ryan, and Yu, 2012).  
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Moreover, though the age of hotel property renovation is not considered in the current research as a 

hotel attribute, it might be a reason for chained-brand hotels’s higher price in China. In the early 1990s, 

the percentage of chain hotels in China was much smaller in North America (Pine, 2002), but the last 

20 years has witnessed rapid expansions of hotel chains in China (Gu, Ryan, and Yu, 2012). A 

conjecture from this fact could be that the average age of chained hotel properties is much “younger” 

than that of independent hotel properties, and thus chained hotels are more expensive for providing 

newer equipments and facilities.  

     

In-room safe is only found to be important in China. The possible reason is travellers feel less secure in 

China.  

 

We note that attributes including shuttle bus service, conference facilities, fitness centre, hotel bar, 

restaurant, and room service are widely available to business travellers in both Canadian hotels and 

Chinese hotels as is indicated by Table 12, and thus having these attributes cannot differentiate high 

price hotels form low price hotels. Following former studies, the current research only address the 

question of whether the presences of these attributes affect hotel room prices. However, if we raise 

questions differently and thus measure these attributes in another way, their effects on prices might be 

significant. For example, conference facilities can be measured by how many people can the hotel’s 

conference room hold. In fact, by scanning the conference room photos posted on Expedia, we can 

easily notice that the capacity of conference rooms vary greatly from economic hotels to luxury hotels. 

Similarly, a fitness centre can be measured in the number of equipments. Some economic hotels name 

a room equipped with a running machine a fitness centre, which is obviously quite different from those 

in luxury hotels.  
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CHAPTER 5: Conclusion 

5.1 Overview 

To make up the gap in hotel hedonic pricing studies, the current study made a comparative study 

between two different markets: China and Canada. This study aimed to examine whether hotel 

attributes that had been found to be significantly affecting hotel room prices by recent hotel 

hedonic pricing studies contribute to hotel room prices significantly in Chinese market and 

Canadian market, and more importantly, whether significant differences exist due to the market 

in the contributions of attributes to hotel room prices. Using data from Beijing and Shanghai for 

China and Toronto and Vancouver for Canada, empirical findings suggest that star rating and 

express checkout equally affected hotel room prices in China and Canada; Attributes including 

independent, in-room safe, and Ctrip online customer ratings only affected Chinese hotel room 

prices significantly; The Expedia online customer rating was much more important in affecting 

prices than star rating was in Canada; The Expedia online customer rating was significantly less 

important in China compared to it was in Canada; Free parking is influenced by location; Shuttle 

bus service, conference facilities, fitness centre, hotel bar, restaurant, and room service were 

found to be insignificant in affecting hotel rooms prices either in China or in Canada. 

5.2 Implications 

5.2.1 Theoretical implications 

Over the past two decades, researches have been done to examine how hotel room prices were 

associated with utility-bearing attributes. The theoretical model on which these studies were 

based have been the seminal work by Rosen (1974) on price hedonic theory. In general, their 

results revealed for which attributes customers had to pay more, which attributes were linked to 
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lower prices, and which attributes were not affecting prices in one market. Among those 

attributes drove up prices, researchers have been interested in comparing their degree of effects. 

This study adds knowledge to the existing literature on hotel hedonic pricing by comparing the 

degree of effects of hotel attributes on room prices between two different markets. This study 

built the ability to link and explicitly compare two different markets in the original hedonic 

pricing model. 

 

Another contribution of this research is that it novelly proposed only investigating the presence 

or absence of particular attributes’ effects on room prices in the current as well as future hotel 

hedonic studies is not enough. With the increasing competition in the hotel industry in 

metropolises, hotel attributes such as conference facilities, fitness centre, and restaurant have 

been widely provided by hotels in Beijing, Shanghai, Toronto, and Vancouver and for this 

reality, a luxury hotel cannot be differentiated from a economic hotel simply by the presence of a 

fitness centre but by the presence of a better equipped fitness centre with greater capacity. 

5.2.2 Practical implications 

Hotel marketing managers seek to attract target market by highlighting the attributes they offer. The 

results from the hedonic pricing studies indicate what customers value concerning the hotel (Zhang, 

Ye, and Law, 2011). In this study we found out that Ctrip online customer ratings were greatly valued 

by business travellers in China, Expedia online customers ratings were noticeably valued by business 

travellers in Canada, and the online rating was even a stronger signal of hotel quality than hotel star 

ratings. This means a relatively high Ctrip online customer rating, compared to the ratings of hotels in 

the same star rating category, should be highlighted as a strong competitive edge when the Chinese 

hotel intends to attracts business travellers, which is a marketing strategy also should be adopted by 
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Canadian hotels by highlighting the Expedia online customer rating if the ratings are higher than those 

of their competitors. On the other hand, since the online customer ratings were based on every rating 

score of guest’s review, it is very important for hotels to learn from unsatisfied business travellers’ 

online reviews, take timely and effective actions to refine the service, and inform the travellers the 

improvement if possible. Besides that, hotels should also attach importance to learning from satisfied 

business travellers’s reviews in order to fully understand hotels’ competitive advantages, and advertise 

them as attractiveness towards business travellers. In terms of strategic pricing, supposing two hotels, 

in China or in Canada, have identical attributes except online customer rating, the one that has higher 

online customer rating could charge higher room prices to create more revenues.  

 

Express checkout is another attribute that is valued by business travellers in both China and 

Canada and should be highlighted to attract more business travellers. 

     

In China, a chained-brand can create a price premium for reducing business travellers’ perceived 

risks and search costs, and simplify customers’ pre-purchase evaluation of the service in general. 

To be more specific, a chained brand of economic hotels can enhance business travellers’ 

confidence in obtaining consistent and reliable services and a chained brand of luxury hotels can 

enhance business travellers’ confidence in obtaining luxury experiences. Another angle to 

explain chained-brand hotels’ higher prices in China is culture. Mooij and Hofstede’s  (2010) 

researches in understanding global advertising indicated that customers in high power distance 

cultures have significantly higher needs for luxury brands as status symbols. As the power 

distance in China is much higher than that in Canada, business travellers in China are more 

willing to pay more for a luxury hotel if it is chained-brand. Based on the above reasons, we can 
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say that it is more important for hotels to invest in building up a strong chained-brand and to 

advertise the commitment and value behind the brand. 

     

Hedonic price regression results provide hotel managers with knowledge that can be used in 

strategic pricing and the decision-making of investment (Andersson, 2010). The current study 

found out that the presence of in-room safe drove up room prices by 35.5% in China but it did 

not have significant effect on room prices in Canada. Assuming a Chinese hotel manager plans to 

equip hotel rooms whith in-room safe but the manager is considering to what extend the room 

prices should be increased, the 35.5% could be the room for that increase. Or the hotel manager 

is considering whether invest in equipping rooms with in-room safe. At this moment, the 

manager needs to trade off between the predicted incremental revenue in the long run and the 

cost in in-room safes, and a 35.5% increase in room prices is necessary in predicting the long-

term incremental revenue. Supposing there are two hotels with identical attributes except in-

room safe, the one has in-room safe could charge higher prices compared to the other that does 

not have in-room safe. Or the one without in-room safe should not charge lower prices compared 

to the other that offers in-room safe. 

       

We note that hotel attributes including conference facilities, fitness centre, hotel bar, restaurant, 

and room service were widely provided by hotels in the four cities, so the competitions among 

hotels has become providing these services in better ways. 

5.3 Limitation 

Though	  previous	  researchers	  argued	  that	  business	  travellers	  are	  featured	  as	  booking	  single	  

rooms	   in	  a	  midweek	  day,	  midweek	  single	   room	  bookings	  are	  not	  ganranted	   to	   represent	  
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business	  travellers.	  It	  is	  more	  reasonable	  to	  say	  that	  business	  travellers	  are	  more	  likely	  to	  

book	  single	  rooms	   in	  a	  midweek	  day	   than	   leisure	   travellers	  are.	  The	   fidings	  of	   this	  study	  

can	  only	  approximately	  give	  insights	  into	  business	  travellers’	  needs	  and	  preferences.	  

	  

Only	  one	  date	  was	  selected	  for	  booking	  in	  our	  study	  and	  the	  advantage	  is	  that	  little	  noise	  

could	  affect	  the	  prices.	  However,	  if	  more	  appropriate	  dates	  during	  that	  period	  of	  time	  could	  

be	  selected,	  the	  findings	  might	  capture	  travellers’	  preferences	  more	  closely.	  

	  

The	   reults	   of	   this	   study	   do	   not	   have	   clear	   connection	   to	   Hofstede’s	   cultural	   dimensions,	  

which	  are	  referred	  in	  the	  introduction	  part.	  Hofstede’s	  cultural	  dimensions	  only	  provided	  

motivations	   for	   this	   study	   to	   compare	   the	   two	   different	  markets,	   but	   cannot	   explain	   the	  

reults.	  Though	  Hofstede’s	  cultural	  dimensions	  suggests	   foundamental	  cultural	  differences	  

between	  Chinese	  people	  and	  Canadian	  people,	  travellers	  in	  China	  are	  not	  all	  Chinese	  people	  

but	  a	  mix	  of	  both	  Chinese	  and	  international	  travellers,	  and	  travellers	  in	  Canada	  are	  not	  all	  

Canadian	  people	  but	  a	  mix	  of	  both	  Canadian	  and	  international	  travellers.	  The	  diversity	  of	  

travellers’	   source	   of	   country	   in	   both	  Chinese	  market	   and	  Canadian	  market	   increased	   the	  

difficulty	   of	   using	  Hofstede’s	   cultural	   dimensions	   to	   explain	   the	   differences	   between	   the	  

two	  markets.	  

5.4 Future research 

Following the methodology of previous hotel hedonic studies, dummy variables were used to 

measure most hotel attributes examined in the current study. However, attributes that were 

provided by very few hotels are provided by most hotels or even all hotels nowadays, which may 

result from increasing competitions in the hotel industry in the past years. So simply considering 
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whether certain hotel attributes are provided or not can no longer tell the differences in values 

delivered to hotel customers from those attributes of different hotels. Future researches should 

use more quantitative approaches to capture hotel attributes such as fitness centre, conference 

facility, restaurant, and room service in more detailed ways.  

    The current study focused only on business travellers and future researches could work on 

revealing the differences in leisure travellers’ needs and preferences between two different 

markets. 
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