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RESUMEN

Nuestro estudio consiste en realizar una comparativa de 3.084 hoteles de diferentes ciudades de dos paises (Espafa y Francia) e identificar
cudles son los factores determinantes que mas influyen en la fijacién del precio del hotel de cada pais analizando sus semejanzas y diferencias.
Empleamos modelos hedénicos de precios basados en estimacion por minimos cuadrados (MCO) y en estimacion por regresion cuantilica.
Los resultados obtenidos tanto por MCO como por regresion cuantilica confirman que la categoria de hotel es una sefial de calidad mas fuerte
en Francia que en Espafia mientras que el eWOM tiene mas influencia en el precio de habitacion en Espaiia que en Francia. En ambos paises
el efecto de la concentracion hotelera es positivo sin evidencia de diferencias significativas en ambos paises.
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Why pricing hotel can have differences according to the country in which it is found?

ABSTRACT

Our study consists of comparing 3,084 hotels in different cities of two countries (Spain and France) and identifying which are determinate
factors that most influence in fixing price hotel of each country, analyzing their similarities and differences. We use hedonic pricing models
based on least squares estimation (OLS) and quantile regression estimation. The results obtained by both OLS and quantile regression confirm
that hotel category is a stronger quality signal in France than in Spain while eWOM has more influence on the room price in Spain than in
France. In both countries, the effect of hotel concentration is positive without evidence of significant differences in both countries.
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1. INTRODUCTION

The price is a prime variable of study that influences the choice of hotel accommodation (Lockyer
2005) where such prices are influenced by a series of factors associated with the country of location
hotel such as economic performance, terrorist attacks and the number of tourists entering the country
(Lee 2011), their culture aspects, social and labor (Nankervis and Debrah, 1995 ), efficiency in
production (Jones and Romer, 2009), assessment of the perception of the service received at the hotel
(Poon and Low, 2005) and how to manage sales channels tradition and current (Stangl et al., 2016). In
addition to differences in the management of environmental standards (Douglas and Glen, 2000, Zenget
al., 2007, Karapetrovic and Casadesus, 2009) and in the management of property and the hotel category
from one country to another (Pine and Phillips, 2005). The main objective of our study is to answer the
question why a hotel can have different prices depending on the country where hotel are found?, and
more concretely it would be to know the behavior of the hotels at the time of fixing the price in the
different countries of our study and see what determinants factors influence each of them.

Our work contributes first to analyzing the impact of eWOM, hotel category and competition in
hotel prices in two European countries, Spain and France, analyze if country influence on pricing.
Second makes a comparison between countries of study of the determinants of the price and identifies
which determinant factors influence more in pricing in each country study and analyze their differences-
similarities between the two countries. Third compare 3.084 hotels in different cities of two countries
in 113 destinations in Spain and France or organized in 743 commercial areas and find out what are the
factors that influence more in one country or another. Fourth we provide more universal research by
working with cities in two countries to serve the management of hotels. Fifth, we can study if the results
of one country are extrapolated to another and viceversa. Last, we provide a more complete modeling
by means of quantile regression.

To contrast the effect of the category, eWOM and competition in the room price, and to contrast the
possible differences between the two countries, we will use hedonic models of prices based on least
squares estimation (OLS) and quantile regression estimation. is a recommended technique for the study
of asymmetric variables and distributions of heavy tails (Koenker and Bassett, 1978) where the ordinary
least squares method can produce erroneous estimates. In addition, the quantile regression allows
analyzing if the effect of a certain factor is not constant throughout the distribution of the hotel price.

In our knowledge, our work is the first to carrying that makes a comparison between countries of
the determinants of the hotel price in order to obtain more universal conclusions by quantile regression,
allowing modeling of the price of most complete suite that provided by MCO and allows to analyze if
a certain factor has a non-constant effect throughout the conditioned distribution of the room price.

2. STUDY OF THE LITERATURE

2.1. Study the price as the dependent variable

Due to globalization, tourism sector encounters numerous opportunities and difficulties for
international management of your business (Luthans and Doh 2012) so that fixing the price of a room
for the manager is a decision of maximum relevance in marketing mix strategy, being the only element
that directly impacts in income ( Chen and Rothschild 2010), widely used for his flexibility at the time
to make strategic decisions in marketing (Espinet et al ., 2003) .

Hotel attributes and location (Bull 1994 , Espinet et al ., 2003 ), star category and hotel chain
membership (Israeli 2002, Becerra et al ., 2013) , ¢ Local opetition (Becerra et al., 2013), LED TV
availability, availability of facilities for confe rences and location (Chen and Rothschild 2010),
evaluating the quality of a tribute-eWOM (Zhang et al., ( 2011 ) and Pawlicz and Napierala (2017),
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online reputation (Abrate and Viglia 2016), the size d e | hotel, the number of staff, type of hotel and
the proportion of foreign tourists (Hung et al. , 2010) , advance, duration, realization, use of indirect
channels, number of people making the reservation and star category (Masiero et al. , 2015) and the
imbalance of the Chen and Chiu market (2014) have been studied to fix the hotel prices being their
efects that a higher category of stars, less distance to the center and availability of restaurant e , the
prices increase ( Bull 1994), as the star category, hotel size, city, availability of parking, and distance
to the beach influence the price (Espinet et al ., 2003) , there is an influence of the category of stars in
the price (Isracli 2002) , the category of stars has a significant effect on the price greater than belonging
to a chain and that the local competition negative effect, with the effect of category strongest stars the
more competition increases (Becerra et al 2013), and T here are differences in factors influencing the
price of room as the reserve day (weekday / weekend ) so that during the week, Internet access and gym
availability are positively influenced and on weekends the room size (Chen and Rothschild 2010), and
1 eWOM effect is significant and positive in the room price (Zhang et al. , 2011, Pawlicz and Napierala
2 017),c OW online reputation acquires weight on the star rating in dynamic contexts price (Abrate and
Viglia 2016), p ara high price levels, both the proportion of foreign tourists as the hotel are significant
determinants of price and its impact is positive while the number of staff per room the size of the hotel
are determining significant and positive influence on all price levels except at the lowest level (Hung et
al. 2010), 1 to advance booking and date of stay in summer season along with the category of star gives
rise to a price increase, providing an opposite effect using indirect channels and the number of people
performing the reservation (Masiero et al. 2015) and surplus demand has a positive effect and signific
prices (Chen Chiu 2014 ) .

We have not found none to make a comparison of factors (ewom, category and competence) in
different countries and analice differences and similarities and establish a pattern of behavior that will
help the hotel management to make its own decisions when setting the hotel price.

So that our work provides several contributions, on the one hand it is a new contribution of the
anticyclical regression in the hotel sector applied to the comparison of the hotel sector between Spain
and France and also a new contribution to expand the comparative study between both countries on the
effect of eWOM and on the competition and see what are the determinants that influence each pa
ountries are. Additionally, our work provides new evidence on the effect of the hotel category as a
quality signal, analyzing in the first place if its effect is not constant and depends on the price level and
secondly analyzing if its effect is more intense in any of the two countries of study.

2.2. Hotel category

Hotel category is the most important feature (Espinet et al., 2003 and Zhang et al., 2011) and one of
the most studied in the academic literature for the establishment of hotel prices as analyzed by Bull
(1994) and Israeli (2002) demonstrating both that category of hotel has a positive pricing for the hotel
room influence. Even in dynamic pricing strategies, the hotel category is a significant factor influencing
price (Abrate et al., 2012) since it allows maintaining stable prices when the hotel category is high and
the trend of price decreases and raise the price when the trend grows so that a hotel with high categories
can increase its income (Abrate et al., 2012).

In other effect on the price of the room, the hotel category also influences other attributes associated
with quality s, which are linked positively with the price (Abrate et al., 2011).

Our study on the category of hotel tries to provide two additional contributions. The first, at a general
level, is to analyze if the effect of the category is different according to the price level considered. The
second contribution is to compare the effect of a category in Espaii and France with the objective of
analyzing if the hotel category considered as a quality signal has greater intensity in any of the countries
included in the study.
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2.3. eWOM

Generalized use of IT tools, Internet for information search and way client communicates has
increased (Ip et al., 2011), where eWOM has significantly influenced how client behaves, especially in
the tourism sector (Cantallops Y Salvi, 2014), eWOM is considered as credible and reliable (Matute-
Vallejo et al., 2015, Tang et al., 2014). Therefore, understanding the consequences of eWOM on
revenues or prices is of vital importance for the strategic direction of the tourism sector. To what we
have been able to identify the effects found are that influye directly on business results (Nieto et al.,
2014). There is a positive effect of online assessments on the number of evaluations conducted (Ye et
al., 2009), the comentary provided positive customer results in a prim to the price (Yacouel and
Fleischer, 2012) and directly influence the reputation of tourism enterprises (Baka 2016). There is a
positive relationship between eWOM and employment in the hotel sector (Viglia et al., 2016) and there
is a positive relationship of the price marked by the hotel itself and the client's willingness to pay for
the accommodation (Nieto-Garcia et al., 2017).

All these studies, highlight how the comments published about a hotel have a decisive influence
when it comes to setting the price of hotel rooms and our work also wants to analyze, stepping more by
investigating how the hotel country can influence the results obtained since eWOM is becoming a key
piece of the place's reputation (Gretzel and Yoo 2008, Chen 2008, Ogiir and Onur Tas 2012) and tourist
destinations influence positively in the attitude of foreign tourists visiting the destination (Wang 2015)

2.4. Competition

In the literature there are limited studies that deepen how the competition influences the price of the
hotel. We highlight how room rate increases if there is little room availability between direct
competitors (Abrate et al., 2012), the level of local competition has a negative effect on prices and the
positive effect of the hotel category is increased when local competition increases. So the hotel
categories is a sign of more intense quality when the agglomeration of competitors is stronger (Becerra
et al., (2013), there is a positive relationship between the number of activities offered in an area and the
economic impact on each, the theory of the central place (Daniels, 2007). In addition, there are
conflicting results about the effect of hotel concentration on the performance of the company. On the
one hand, Canina et al., 2005; and Chung and Kalnins, 2001 consider that the relationship is positive
while Folta et al., 2006; Marco-Lajara et al., 2014 and Ki and Jang 2015, consider that the relationship
is negative. In addition, Balaguer and Pernias, 2013, conclude that the relationship between hotel
concentration and price is negative, and that the incorporation of a new competitor in the area leads to
a significant reduction in the price, with days still lower weekdays with the same quality at the hotel.

Due to the contradictory results on the relationship between hotel concentration and performance
and the relationship between hotel concentration and price, our work wants provide new evidence on
the effect of hotel concentration on the price. In this way, we intend to analyze if there are differences
in the effect of the hotel concentration according to the country of location of the hotel and if the effect
of the hotel concentration is different, according to the hotel price level.

3. METODOLOGIA

Hotel database has been obtained by combining web analysis techniques together with the
information system of a tourist intermediary. With the aim of analyzing which determining factors can
influence the prices of rooms in the Spanish and French hotel sector and also what differences exist
between both hotel sectors, we will consider different hedonic models of prices. First, an initial sample
of 8,004 hotel establishments located in Spain and France was obtained. Due to the existence of hotels
included in the initial sample that presented missing data, the final sample size was reduced to 3,084
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hotels distributed in 66 destinations or locations in Spain, organized in 625 commercial areas and in 47
destinations in France, organized in 118 commercial areas. The commercial areas considered are those
provided by the tourist intermediary.

The room price analyzed in the study corresponds to the price of a standard double room and due to
the variations that the room price may cause due to different causes (season, occurrence of events) we
have considered the annual average of the price in euros for a double room as a variable dependent on
the hedonic model. Regarding the explanatory variables considered in the model, we have considered:

— Variable X 1 = Country. To incorporate the countryin which the hotel operates, we have
considered the dummy variables corresponding to France, with Spain being the reference category.

— Variable X 2 = Category. This variable measures the number of stars (from 1 to 5) obtained by
the hotel and represents the quality level of the hotel based on the different regulations of the locations
considered in the sample. Based on the study by Becerra et al (2013), the variable is included in the
model as a numeric variable.

— Variable X 3 = eWOM. This variable collects the average valuation made by the clients of each
public hotel given in the web portal (Zhang et al 2011) and represents a measure of the reputational
level reached by the hotel.

— Variable X 4 = Hotel No. s. From Becerra et al. (2013), this variable is a first indicator of the
level of competence of a hotel establishment and for each hotel, the number of hotels of the same
category that are in its commercial area . The reason for considering the commercial areca as a
geographic area of competition is due to the different geographical size of the 113 locations included in
the final sample and also to the fact that the hotels located within each zone are considered commercially
homogeneous within their category. Therefore, the use of commercial areas as an area of
competence allows homogenizing the possible differences between the geographical areas included in
the sample.

— Variable X 5 = Distance. This variable represents the second indicator of the level of competence
of a hotel and measures the average distance in kilometers of a hotel with respect to hotels in its area,
which belong to the same category (Becerra et al., 2013). For the measurement of this variable we have
used programming routines in R based on the GPS coordinates of each establishment.

All the statistical analysis techniques and procedures, carried out in this study, have been developed
using the software R Version 3.5.1.

Table 1 shows the percentage of hotels in the sample by Category and Country, while Table 2 shows
the main descriptive statistics of the continuous variables included in the study.

Analogously to most previous studies on determinants of the hotel price, a hedonic price model has
been considered semi-logarithmic, so that LPRECIO denotes the neperian logarithm of the price. Thus,
by means of the semi-logarithmic model, the percentage of impact on the price corresponding to
an increase inone unit of a continuous explanatory variable is equal to its corresponding
coefficient i multiplied by 100, while for a dummy variable said percentage of influence must be
calculated by

100- (efi—1)
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TABLE 1
Percentage of establishments by category of each country

Category/Country Spain France
1" 3.782 1.399
2" 12.779 25.350
3 35.311 50.3497
4" 44.626 22.028
5 3.503 0.874
Source: own elaboration (2018)
TABLE 2
Descriptive statistics of continuous variables
Variable Half D.Typical Median Min Miax
Category 3.247 0.865 3 1 5
eWOM 7.443 1.111 7.6 0.2 10
N° Hoteles 17.93 32.190 6 1 150
Distance 1.616 1.914 1.095 0 17.920
Price 80.19 63.434 65.21 20.45 1224
Source: own elaboration(2018)
where Bi presents the coefficient associated with the dummy

variable (Halvorsen and Palmquist 1980). In this way, since our objective is on the one hand to analyze
the determinant factors of prices in hotels in Spain and France and on the other hand to analyze if there
are differences between both countries in the effect of these determinants, we have considered two
hedonic models of prices. The first model only incorporates the explanatory variables in the model and
is given by:

p=3 (1

LPRECIO = By + ) BiX; +
i=1
In order to analyze what factors influence the price of the room, we intend to estimate the model (1)

using hotel establishments in both Spain and France. Now, the estimation of the first model allows us
to analyze in a global way the determinants of the hotel price in both countries but it does not allow us
to analyze if there are differences between both sectors and with the objective of analyzing this issue a
second model is proposed that incorporates the effects of interaction between the Country variable and
the rest of explanatory variables, which is given by:

p=5 p=5 (2)
LPRECIO = Sy + Z piX; + Z a;(X; - X1)
i=1 i=2

With the estimation of the second model and more specifically with the estimation of the coefficients
ai corresponding to the terms of interaction with the hotel country, we can analyze if there are significant
differences in the effect of an explanatory variable on the price between France and Spain (Schepers,
2016). Specifically, both the estimation of the model (1) and the model (2) will be carried out using the
least squares method (OLS).
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First, let's compare if the model (2) that incorporates interactions is more appropriate than the model

(1), and for this we will carry out the contrast of the coefficients a i associated with the interactions:
Hy:a; =0Vi
{Hl: a; # Opara algan i

The acceptance of the null hypothesis of the previous model supposes accepting that the model (2)
is not more appropriate than the model (1) and therefore there would be no differences between France
and Spain in the effects of each explanatory variable on the price. On the other hand, the rejection of
the null hypothesis is equivalent to accepting that there are differences between the French and Spanish
hotel sector.

As a step prior to the realization of the contrast, we analyzed whether there
is multicollinearity between the explanatory variables by means of the value of the inflation factor of
variance (IVF). In this way, it was observed that among the explanatory variables corresponding to the
first model there are no problems of multicollinearity since in all cases the IVF values are below 1.2. On
the other hand, if we analyze the multicollinearity of the second model if we see multicollinearity in the
coefficients of the interactions, since the IVF values are above 10. Therefore, we have decided to typify
the four continuous explanatory variables considered in both models and with it the multicollinearity
problems of the second model disappear because the IVF values are below 1.9.

Thus, the previous contrast will be made based on the models (1) and (2) with the standardized
continuous variables. The result of the contrast (Test F, ANOVA) provides a p-value equal
to 0.0002337 and therefore the model (2) is significantly more adequate, at level 0.001, than the model
(1) and therefore we accept that there are significant differences between the French and Spanish
sector. In order to analyze these differences, Table 3 provides the model coefficients (2) estimated by
OLS. Table 3 also provides the model estimate (1) for comparative purposes.

TABLA 3
Ols estimation of models (1) and (2)

Modelo 1 Modelo 2
Constant 4.1623*" 41617
Country 0.4804"" 0.4930"""
Category 0.1433™ 0.1290™
eWOM 0.0558™ 0.0735™"
N° Hotel 0.0951™ 0.0946™"
Distance -0.0490™" -0.0442™
Category*Country 0.0783"*"
eWOM?* Country -0.0491™
N°Hotels*Country -0.0201
Distance* Country -0.0190
R? 0.3005 0.3054
R’ajusted 0.2994 0.3034
* Significant at the 5% level
** Significant at the 1% level
*#* Significant at 0.1% level

Source: own elaboration (2018)

With respect to the results obtained with the first model, we can observe that the five explanatory
variables have a significant effect on the hotel price in France and Spain. On the other hand, through
the results of the model (2) we can observe that there are significant differences between France and
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Spain in the effect of the Category and eWOM variables on the price while the effect of the variables
related to the competition (N° Hotels, Distance) does not present significant differences between both
countries.

Once we have verified that there are differences between France and Spain, in the effect of several
explanatory variables on the room price, next we will estimate the model (1) for the hotels in Spain and
France individually, that is, we will obtain the model (1) only using the Spanish hotels and the model
(1) only using the French hotels, so that on this occasion the Country variable is excluded from the
model (Table 4). Analogously to the previous models, it was found that there are no problems of
multicollinearity between the explanatory variables both for the data from Spain and for the data from
France and therefore, on this occasion we will obtain the models with the unstandardized variables.

TABLE 4
Estimation by OLS of the model (1) for Spain and France

Spain France
Constant 3.1700™ 3.7254™
Category 0.1490"*" 0.2395"*"
eWOM 0.0662"*" 0.0220"
N° Hotel 0.0029"* 0.0023™
Distance -0.0231™" -0.0330™"
R? 0.2074 0.225
R?ajusted 0.2061 0.2195
* Significant at the 5% level
** Significant at the 1% level
*** Significant at 0.1% level

Source: own elaboration (2018)

The results obtained with Spain and France confirm the significant effect of the Category, eWOM,
N° Hotels and Distance. Thus, an increase in one star of the category increases the room price by 14.90%
in Spain while in France it translates into an increase of 23.93% of the price, this difference being
significant (Table 3, Model 2). This confirms that in France the hotel category is a stronger signal of
quality than in Spain. On the other hand, an increase in one point in the average valuation made by
customers allows to increase the room price by 6.62% in Spain while in France the increase over the
price is significantly lower (Table 3, Model 2) , specifically 2.2%. This shows that in Spain the eWOM
has more weight in the pricing than in France. Finally, given that N° Hotels has a positive effect and
Distance has a negative effect, both in Spain and in France, the agglomeration or concentration of
competitors in a commercial area has a positive effect on the price. More specifically, the appearance
of a new competitor of the same category in the commercial area represents an increase of 0.29 % in
the room price in Spain, while in France the increase is 0.23%, although the difference is not significant
(Table 3, Model 2). With respect to the average distance between competitors, the decrease in one
kilometer of the average distance between competitors in the same category of a commercial area means
an increase of 2.31% in the price of a room in Spain and 3.3% in France, the difference being no
significant (Table 3, Model 2).

Once the comparison of the determinant factors of hotel prices between France and Spain by means
of OLS was made, we decided to analyze the possible differences by means of quantile regression,
which is an appropriate method for the analysis of asymmetric variables and long tail distributions
because the method ponders the observations (Koenker andBassett, 1978). In addition, the OLS method
provides estimates of the conditioned average, while the quantile regression provides
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estimates of conditioned quantities and, therefore, allows to analyze non-constant effects of
the explanatory variables on the dependent variable, in this case the price of room. Thus, the highest
room price observed in the sample is sixty times greater than the minimum price observed, which
suggests an asymmetry of the hotel price distribution with what we have considered the estimate
using thequantile regression application.

As with the OLS method, the first step of the analysis with quantile regression will be to analyze the
possible differences between model (1) and model (2) through the Wald test proposed in Koenker and
Bassett (1982b). To analyze possible differences between France and Spain along the entire distribution
price, we will make the Wald test for percentiles10, 25, 50, 75 and 90 of the distribution room
price (Masiero et al., 2015) and whose results are included in Table 5.

TABLE 5
Wald test, significant differences models (1) and (2)

Cuantil p-valor Test de Wald

0.1 0.2621

0.25 1.269E-4™"

0.5 1.126E-10"""

0.75 7.856E-6"""

0.9 0.1974

* Significant at the 5% level
** Significant at the 5% level

**% Significant at the 1% level

Source: own elaboration (2018)

In this way, the Wald test allows us to group the quantiles into two groups, those quantiles where
there are no significant differences between the model (1) and (2) and therefore there are no significant
differences in the impact of the determinants on the price. between both countries and the second group
formed by those quantiles where there are significant differences between France and Spain. In the first
group is formed by the 10th and 90th percentiles and for these price levels we will only analyze the
model (1), while the second group would be formed by the 25th, 50th and 75th percentiles for which
we will analyze the model (2) that allows us through interactions to detect differences between both
countries. First we start with the estimation of the model (1) for the quantiles 0.1 and 0.9. Since in the
model (1) there are no problems of multicollinearity, we will use the original variables without
standardizing in the estimation of the model (1). Table 6 provides the estimation of the model (1) for
the 10th and 90th percentiles. or quantile regression and also provides the p-value of the Wald test for
the equality of coefficients between both percentiles to analyze possible differences between both price
levels (Koenker and Bassett 1982a).

The results provided by Table 6 show for both price levels the significant effect of all the explanatory
variables analyzed, confirming the positive effect of the category, the eWOM, the number of
competitors in the commercial area and the negative effect of the average distance between competitors
for the two countries of study, which together with the previous effect confirms the positive effect of
the concentration of competitors in the same commercial area. There is also a country effect, so that for
both percentiles French hotels are more expensive than Spanish hotels. Additionally, the Wald test
allows us to analyze if there are differences in the impact produced by each explanatory variable
according to the price level analyzed. In this way, we see that the effect of eWOM, the number of
competitors and distance is similar for both percentiles while the effect of the category is significantly

130



different, producing a price increase of 14.88% for the 10th percentile and an increase of 19.91% for
the 90th percentile. Country effect is significantly non-constant with French prices being 43,264% more
expensive for the 10th percentile and 71.69% more expensive for the 90th percentile.

TABLE 6
Quantitative Regression Estimation of the model (1)
Modell

0.1 0.9 Test de Wald
Constant 2.9339™" 3.5516™"
Country 0.3595™" | 0.5405™" 1.364E-6""
Category 0.1488™ | 0.1991™ 0.0061"
eWOM 0.0474™" 0.0481"" 0.9511
N° Hotel 0.0027** 0.0027"* 0.8380
Distance -0.0213* -0.0244" 0.7466

* Significant at the 5 % level
** Significant at the 1 % level

*#% Significant at the level of 0. 1%

Source: own elaboration (2018)

Next, Table 7 provides the estimation of the model (2) for those quantiles where there are differences
between countries and where we have used standardized variables since the interactions produced
problems of multicollinearity.

TABLE 7
Quantitative Regression Estimation of the model (2)
Model 2
0.25 0.5 0.75
Constant 3.9268™ 4.1061™" 431698
Country 0.4569"" 0.5580™" 0.59781*"
Category 0.1195™ 0.1254™ 0.13159™
eWOM 0.0734™ 0.0863"" 0.08461""
N°Hotels 0.1082"" 0.1193™ 0.11002**
Distance -0.0531™ -0.056 ™ 0.05160™"
Category*Country | 0.0778" 0.1291"* 0.09209™*"
eWOM*Country -0.0547™ -0.0948"™" -0.07245™
N°Hotels*Country -0.0198 -0.0387 -0.07159"
Distance*Country -0.0155 -0.0386 -0.04080
* Significant at the 5% level
** Significant at the 1% level
*** Significant at 0.1% level

Source: own elaboration (2018)

The results obtained in Table 7 show that the country effect is significant for the three percentiles
analyzed and that in the 25th and 50th percentiles, there are significant differences between France and
Spain in the effect of the category and the eWOM, if well at the 25th percentile these differences are
significant at the 1% level while for the 50th percentile this difference is significant at the 0.1% level.
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In both cases, it can be seen that the effect of the category is more intense in France while the eWOM
effect is stronger in Spain. For both price levels there are no significant differences in the effect of
competition (N° Hotels, Distance) between the two countries. Likewise, for the 75th percentile the effect
of the category and of the eWOM present significant differences at the 0.1% level, with a greater impact
on the effect of the category in France and a greater impact on the eWOM effect in Spain. In addition,
the variable No. Hotels presents differences of effect between both countries at the level of 5%, so that
the number of competitors in the same commercial area has a positive effect on the more intense price
in Spain than in France. In the three quantiles analyzed there are no differences of effect between France
and Spain for the Distance variable.

Finally, once we have contrasted that there are differences in the effect between Spain and France
of some explanatory variables, we will estimate the model (1) by means of quantile regression, without
including the Country variable, for the hotels of Spain and France individually as we did with MCO, to
deepen the differences between the two. Since for the model (1) there are no problems of
multicollinearity, in this case we will also use the variables without typing. Table 8 provides the p-value
of the Wald test for coefficient equality (Koenker and Bassett 1982a) between the 25th, 50th and 75th
percentiles to analyze the existence of non-constant effects.

TABLE 8
Quantitative Regression Estimation of the model (1) for Spain and France

Modell Spain

0.25 0.5 0.75 Test de Wald
Constant 2.9713™ 3.0390™ 3.2388™"
Category 0.1381" 0.1449™ 0.1520™" 0.4607
¢eWOM 0.0661"" 0.0776™ 0.0762™" 0.2100
N° Hotel 0.0034™ 0.0037" 0.0034™" 0.2060
Distance -0.0278"™* -0.0294"* -0.0270™ 0.8325
Modell Spain

0.25 0.5 0.75
Constant 3.5272™ 3.8018™ 4.0508"""
Category 0.2280™" 0.2940™ 0.2584™" 0.0270"
¢eWOM 0.0168 -0.0076 0.0109 0.0626
N°Hotels 0.0027"" 0.0025™ 0.0012 0.1588
Distancia -0.0359™ -0.0496™* -0.0483"™ 0.1767
* Significant at the 5% level
** Significant at the 1% level
*** Significant at 0.1% level

Source: ownelaboration (2018)

The results of Table 8 show that all the explanatory variables included in the model (1) have a
significant effect on the price in Spain and also the results of the Wald test show that the effect of these
variables is constant in Spain for the percentiles 25, 50 and 75. Additionally, in France all the
explanatory variables, except the eWOM, have a significant effect on the price and only the effect of
the category is not constant in France for the 25th, 50th and 75th percentiles.

In relation to the differences in the effect of the explanatory variables between Spain and France, we
will start with the 25th percentile, where significant differences occurred in the effect of the category
and the eWOM (Table 7). In this price level, in Spain the increase of one star in the category translates
into an increase of 13.81% of the price in Spain while in France it produces an increase of 22.8%. On
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the other hand, the increase of one point in the average valuation of the clients produces an increase of
6.61% in Spain while in France the effect of the eWOM is not significant. As for the number of
competitors of the same category in the commercial area, the appearance of a new competitor in the
same category means an increase of 0.34% in Spain and 0.27% in France, with the non-significant
difference (Table 7). The reduction of one kilometer in the average distance between competitors of the
same category in the commercial area increases the Spanish hotel price by 2.78% while in France the
increase is 3.59%, although also in this case the difference between countries is not significant (Table
7). Thus, the positive effect of the concentration of competition in both countries is confirmed for the
25th percentile.

For the 50th percentile, the positive effect of the concentration of competition for both countries is
confirmed again and, in addition, this effect does not present significant differences between France
and Spain (Table 7). Yes, there are significant differences between both countries in the effect of the
category and the eWOM. Specifically, the increase of one star translates into an increase of 14.49% in
Spain and 29.40% in France, while the unit increase in the average valuation of customers increases the
Spanish price by 7.76% while in France the effect It is not significant.

Finally, for the 75th percentile, significant differences between Spain and France occur in the
categories category, eWOM and number of competitors. A Yes, we have increased the unita river
Spanish hotel category increases the price by 15.20% while France produces an increase of 25.84%. In
France the effect of the eWOM is not significant, while in Spain the increase in one point of the average
valuation of the customer supposes an increase of 7.62% in the price. Similarly, the number of
competitors has no significant effect in France, while in Spain the appearance of a new competitor in
the same category means an increase of 0.34% in the price. The effect of the distance variable does not
present significant differences between both countries and its effect is negative.

4. CONCLUSIONES

In the present work we have carried out a research on the determining factors in the establishment
of hotel prices in Spain and France, as well as a comparison between both countries of the impact of
each of the factors analyzed in order to contrast possible differences between the two hotel sectors. For
this, the study is based on a large sample that covers 3,084 hotels located in 113 destinations in Spain
and France. Specifically, the paper analyzes the impact of the country of location, of the hotel category,
eWOM and concentration of competition on the price in hotels in Spain and France, and analyzes the
possible differences between France and Spain of the effect of each of them. variables. For this we have
considered the estimation of semi-logarithmic hedonic models using OLS and quantile regression.

The results obtained both by OLS as quantile regression show the significant effect of 1 country
location so that the French hotels are more expensive than Spanish hotels. In relation to the other
variables, the results by OLS show that all the variables have a significant effect in the two countries of
study, while the quantile regression only confirms this issue for Spain, since for the hotels in France the
significance of the effect of each one of the variables depends on the price level considered, which
shows that there are differences between the two countries.

The results show a clear positive effect ofther hotel category in both countries, although the results
obtained by MCO show that there is a significant difference in its effect between Spain and France, so
that the effect of the category is greater in France. This difference in effect is also confirmed by quantile
regression, for intermediate price levels (25, 50 and 75 percentiles) while for the lowest (10th percentile)
and highest (90th percentiles) level there are no significant differences in the effect of the category for
both countries. This confirms that the hotel category is a sign of quality that has greater strength in
France than in Spain.
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In relation to the effect of the eWOM, the results by MCO confirm its positive effect on the price
and a significant difference between Spain and France, so that the valuation of consumers has greater
effect in Spain than in France. The results obtained by quantile regression do not confirm this difference
of effect for the lowest and highest price levels (10th and 90th percentiles) but for the intermediate price
levels, where in addition the effect of the eWOM on the price no to be significant in France. In this
way, Spanish hoteliers can increase their prices in line with the ratings received by their customers,
while for French hotels this issue affects the lower and higher price levels.

The concentration of competition has a positive effect on the hotel price and also the results by MCO
show that its effect does not present significant differences between both countries. This result is
confirmed with quantile regression for all price levels, except for the 75th percentile, where the number
of competitors of the same category in the commercial zone is no longer significant in France. In this
way, the theory of the central place is confirmed, so that hotels are installed in an area where there are
other hotels (and / or other tourist facilities) to attract more customers and increase profitability.
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