
The factors that determine the 
importance of hotel location differ 
according to regions in a city, show 
the SHTM’s Dr Hengyun Li, Dr 
Mimi Li and their co-researcher in 
study published recently. Drawing 
on a Hong Kong case study, the 
researchers show that factors 
normally considered universally 
important  when determin ing 
a locations, such as traffic and 
transport, may not be as significant 
in some tourist destinations as 
in others. Their f indings have 
obvious implications for hotel 
brands and their investors, among 
other players in the hospitality and 
tourism industry.

Location is Key

Surely one of the most important 
decisions for prospective hotel 
owners must be where to locate 
their premises. While other aspects 
can be changed if necessary, the 
researchers correctly note that it is 
“almost impossible to relocate a 
hotel after it has opened”. Unlike 
manufacturing and other industries, 
service industries rely heavily on 
their location choices to attract 
customers.

Hotel customers in part icular 
want to be in the most convenient 
location for the purpose of their 
visit – they may be looking for easy 
accessibility to attractions, business 
areas, proximity to the airport or 
convenient transport and parking. 
Hotels that offer the best locations 
therefore tend to have higher 
occupancy rates, revenue per 
available room, and profitability.

Al though the effects of these 
characteristics on hotel location 
choices have been extensively 
explored, the researchers highlight 
two factors that have been largely 

neglected. First, they suggest that 
hotel location is closely correlated 
with the type of local development 
– the urban structure and type of 
development. In a residential area, 
for instance, hotels must “compete 
with residents for many spaces and 
services” and with other services 
for “resources such as labour and 
land”.

A complementary effect may also 
exist, the researchers continue, 
whereby an area that is “devoted 
primarily to shopping and other 
businesses” will also attract hotels 
that aim to cater for customers of 
these businesses. Nevertheless, 
despite its seeming importance, the 
influence of land use type on hotel 
location choice has rarely been 
studied.

Second, the researchers note, 
methods used to predict hotel 
loca t ion  cho ice  assume tha t 
potential influencing factors have a 
uniform effect across the area under 
study. However, they suspect that 
this assumption may be incorrect 
because “location, price, services, 
and other features may have closer 
spatial associations that cannot be 
ignored”. In other words, whereas 
previous researchers have taken 
a global perspective in examining 
how different factors influence 
hotel location across a region, the 
researchers consider the influence 
of these factors at a smaller spatial 
scale.

Hong Kong Case Study

The researchers chose Hong Kong 
as the focus of their study because 
the city has what they describe as 
a “mature hotel industry” following 
decades of tourism development. 
The city’s urban area traditionally 
covered the northern part of Hong 

Kong Island and the Tsim Sha 
Tsui area, but constraints on land 
use have created a unique spatial 
pattern of urban development. 
Consequently, in the past couple 
of decades, hotel development has 
continued in the central business 
district, while also expanding into 
the surrounding suburban districts.

Taking into account this unique 
spatial pattern, in the first part of 
their study the researchers plotted 
the locations of hotels in Hong 
Kong that opened before the end 
of 2010 onto maps, using the 
location information from the 
hotels’ websites. The maps also 
included the distributions of factors 
such as metro stations and tourist 
attractions.

The  map revea led  wha t  the 
researchers describe as “extremely 
high” concentrat ion of hotels 
around the Kowloon-Hong Kong 
Island area, and relatively high 
concentrat ions around Tsuen 
Wan and Lantau Is land.  The 
high number of hotels close to 
commercial and business areas is 
a particular feature of Hong Kong, 
which is lacking in major historical 
and heritage sites and landmarks 
compared with tourist destinations 
in Europe and mainland China. 
The region thus relies heavily 
on “business travellers, tourists 
visiting friends and relatives and 
tourists who tourists who come 
to take advantage of the shopping 
f a c i l i t i e s ” ,  a c co rd ing  t o  t he 
researchers.

The concentration of hotels in the 
centre also suggests that the choice 
of location is influenced by what 
the researchers call “agglomeration 
effects”, whereby hotels gain a 
significant advantage from being 
located close together as they 
benefit from “spillover effects” from 
their neighbours.

Right Location? That Depends . . .Sensuali ty, St imuli of Hunger 
and Memories, and Unpleasant 
F e e l i n g s .  T h e s e  c a t e g o r i e s 
made it possible to explore the 
relationships among the emotions 
and other variables such as guests’ 
loyalty to the hotel brand and their 
intention to revisit.

The emotions in the happiness and 
delight category, followed by the 
sensuality category, were the “most 
dominant emotions evoked by 
the hotel scent”, according to the 
researchers. Guests who strongly 
endorsed these positive emotions 
were also likely to express greater 
satisfaction with their stay at the 
hotel and greater motivation to visit 
the hotel again.

These guests also had a slightly 
stronger sense of loyalty to the 
brand and were more likely to 
purchase the scent to take home 
with them, although the researchers 
note that these associations with 
scent were not particularly strong. 
Al though many of the guests 
reported that the scent evoked 
feelings of hunger and memories, 
these emotions did not seem to 
influence their satisfaction with the 
hotel or its overall atmosphere.

Not for Everyone

The guests were also given the 
opportunity to write their thoughts 
about the scent in their own words. 
Most of them described their 
feelings as “strong”, “refreshing” 
and “intense” and were positive 
about the use of scent in the hotel, 
with around 10% indicating that 
they intended to buy it to use “as 
a home or office fragrance”. One 
guest wrote that entering the hotel 
lobby reminded her of a previous 
stay at the same hotel chain in 
London, describing the memory 
as a “very pleasant and welcoming 
feeling”.

A  f e w ,  h o w e v e r ,  f o u n d  t h e 
intensity of the scent off-putting. 
It gave some people headaches 
and  some gues t s  who  were 
allergic mentioned that they did 
not like “the hotel-scent trend”. 
Even among those who liked the 
scent, the majority preferred it 
to be used only in some parts of 
the hotel, particularly public areas 
such as the hotel lobby, restrooms 
and corridors. In contrast, “hotels 
should refrain from diffusing scent” 
in guest rooms, function spaces 
and restaurants. These findings 
led the researchers to caution that 
hotels should be careful in the way 
they pipe scent through their central 
air-conditioning systems because it 
can become overwhelming to the 
senses and negatively influence 
guests’ overall hotel experience.

Experiential Tourism

Today’s consumers are increasingly 
s e e k i n g  p l e a s u r a b l e  a n d 
memorable experiences, which the 
researchers note has given rise to a 
new term “experiential marketing”. 
In the tourism field, experiential 
marketers seek to create “direct 
and valuable connections between 
organisations and their guests”, 
for instance by providing sensory 
experiences that trigger positive 
emotions. The findings of the study 
thus suggest that using ambient 
scent may be a way for hotels to 
create “memorable experiences for 
guests” while also building brand 
loyalty and stimulating positive 
word-of-mouth. At the same time, 
hoteliers should be cautious in the 
use of powerful aromas that could 
be off-putting to those who find 
them unpleasant or overpowering, 
presumably creating rather less 
pleasant memorable experiences.

POINTS TO NOTE

• Scent may be the most powerful of 
all the senses for evoking emotions 
and memories.

• Hote l s  a re  inc reas ing ly  us ing 
ambient scent to create emotional 
experiences.

• For most guests, a hotel’s scent 
evokes happiness and sensuality 
and increases their satisfaction.

• Over-use of scent in some areas of 
a hotel can be overpowering and 
create negative experiences.

Basak Denizci Guillet, Metin Kozak 
and Deniz Kucukusta. (2019). 
“It’s in the Air: Aroma Marketing 
and Affective Response in the 
Hotel World”. International 
Journal of Hospitality & Tourism 
Administration, Vol. 21, Issue 1, 
pp. 1-14.
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How to Pick the Perfect HotelCity Centre versus 
Suburbs

In the second part of the study, 
the researchers examined the 
fac tors  that  in f luenced hote l 
location. When considering hotel 
location decisions across the whole 
region, the factors that had the 
greatest positive influence were the 
proportion of land used for traffic, 
population density and tourist 
attraction accessibility, whereas 
the proportion of green land had a 
small negative influence. However, 
this global model “may not tell the 
whole story” about hotel location 
choice, the researchers emphasise, 
because it ignores differences in 
the spatial relationships that might 
occur from one district to another.

To overcome th is  l imi ta t ion, 
t h e  r e s e a r c h e r s  a g g r e g a t e d 
the distribution of the hotels at 
the tertiary planning unit level, 
d iv id ing the reg ion in to  287 
units for “planning population 
census purposes”. Analysis of the 
influencing factors at this local level 
revealed a rather different picture 
from that portrayed by the global 
model. Overall, the researchers 
obse rved  a  “ co re -pe r i phe ry 
structure”, whereby the influencing 
factors seemed to have little effect 
in the urban centre but gradually 
increased in the peripheral regions. 
They describe this as a “poached 
egg” pattern of development.

Across the suburban areas, the 
researchers found that hotels were 
primarily located in areas with a 
high proportion of land used for 
traffic purposes and with good 
access to metro stations. This, 
they reason, suggests that when 
deciding to locate a hotel further 
away from the urban centre, the 
most important deciding factor is 
ease of transportation.

Conversely, the researchers found 
that the effects of transport were 
comparat ive ly  weak in  more 
central areas. They note that this 

suggests hoteliers “can consider 
other factors” when deciding on 
the best location for a hotel in the 
city centre because all areas have 
good transport facilities that appeal 
to tourists.

When considering green space and 
residential areas, the researchers 
found the opposite pattern. These 
factors had little effect on hotel 
location in most areas of Hong 
Kong, but a negative influence 
on hotels in the city centre. The 
researchers attribute that influence 
to “ land pol icy and land use 
competition”, whereby newly build 
city-centre hotels occupy what 
was formerly green space and 
residential land.

Access to tourist attractions and 
population density exerted positive 
influences on hotel location choice 
in all regions, the researchers 
found. This, they note, is not 
surprising given that the “function 
of a hotel is to provide services 
for tourists and residents”. A 
more unexpected finding was that 
residents’ incomes had a negative 
effect on hotel density in the 
centre. Hotels normally tend to be 
built in “upmarket communities”, 
but in Hong Kong, with its high 
real estate prices, hoteliers may be 
more concerned with acquiring less 
costly land in low income districts.

Implications for 
Investors

The study is important because it 
reveals the limitations of previous 
research that has considered 
hotel location choice at a much 
broader level. By examining how 
various factors exert their influence 
differently at a smaller spatial 
scale, the researchers reveal some 
unexpected patterns that “can 
inform decision making when 
choosing appropriate locations for 
new hotels”.

In particular, investors considering 
a central location need not be too 
concerned about “conventional 
f a c t o r s ”  s u c h  a s  t r a n s p o r t 
accessibility. Rather, argue the 
researchers, they should focus 
on the agglomeration effect and 
choose locations that already have 
high densities of hotels. In the 
suburbs, however, transport and 
other factors should be considered 
carefully.

Online travel agencies should 
be able to better predict their 
customers’ decision making and 
meet their needs, suggest SHTM’s 
Dr Sangwon Park and his co-
researchers in a ground-breaking 
study published recently. Through 
ident i fy ing a s imple typology 
of decision-making styles, the 
researchers offer unprecedented 
insights into precisely how and 
why Internet users decide which 
travel products to buy. As the 
online share of travel revenue 
increases in the Asia-Pacific region 
and beyond, their findings have 
far-reaching implications not only 
for online hotel marketing but also 
for the global tourism economy.

Online Travel Agencies

According to the researchers, 
the Internet has revolutionised 
the way we travel. With the rise 
of e-commerce and the near-
ubiquity of mobile handsets, it 
is now possible to compare a 
variety of travel options at the 
touch of a button, and to book 
a whole holiday in a matter of 
hours or even minutes. Yet the 
benefits for travellers go beyond 
mere convenience: the Internet is 
levelling the playing field in terms 
of access to information. “The 
advent of online travel agencies 
(OTAs)”, write the researchers, 
“has contributed substantially to 
reducing information asymmetry 
between consumers and service 
providers by offering not only 
useful and up-to-date information 
but also price transparency”.

It is no surprise, then, that OTAs 
have recorded phenomenal growth 
in the last decade – and this trend 
shows no sign of slowing. The 
researchers note that the value of 
the global online travel market is 

expected to reach an astonishing 
US$1,091 billion by 2022, with the 
greatest growth predicted in the 
Asia-Pacific region. As disposable 
income increases worldwide and 
more people in emerging markets 
gain access to high-speed Internet 
connectivity, OTAs are likely to 
eclipse their offline counterparts.

However, the researchers warn that 
this growth creates challenges as 
well as opportunities for travellers 
and OTAs.  As t rave l  opt ions 
prol i ferate onl ine, consumers 
may exper ience  in format ion 
overload, and OTAs may struggle 
to differentiate themselves in an 
increasingly saturated market. 
How consumers make their travel 
purchases online – such as the 
flights or hotels they book – has 
thus become a hot topic of research 
in recent years. As the researchers 
note, understanding travellers’ 
decision-making behaviours is 
critical “not only for academics but 
also for practitioners”.

Complex Decision 
Making

Purchasing travel products, explain 
the researchers, is a high-risk 
activity, “a complex process that 
requires an extensive decision-
making strategy due to high cost 
and involvement”. Generally, the 
researchers suggest, a traveller 
first forms an “awareness set”, 
which contains all of the products 
– such as hotels – that they know 
about or have experienced. Next, 
they funnel down this vast range 
of travel options to “products that 
they are considering for purchase”. 
In the final stage, they make a 
decision.

Yet this process is far from simple, 
t he  r esea r che r s  sugges t ,  a s 

“consumers do not always take 
homogenous sequential steps to 
reach their final decisions”. Many 
factors may affect people’s online 
booking behaviour. A convenient, 
easy to navigate OTA website 
offering swift price comparison 
enables travellers to book a hotel 
in just a few clicks. But the OTA 
must also provide the right kinds 
of information, combining the 
advantages of text and pictures. 
Las t  bu t  no t  l eas t ,  no te  the 
researchers, people booking hotels 
online are likely to be influenced 
by their individual characteristics, 
“such as demographics, product 
knowledge, online experiences, 
p e r s o n a l i t y  a n d  s h o p p i n g 
orientations”.

Clearly, given the contribution 
made by tourism to economies 
worldwide, it is crucial to help 
OTAs determine precisely how 
these factors influence consumers 
when booking holidays online. 
This may help them to ta i lor 
the i r  market ing s t ra teg ies  to 
be t te r  match  t rave l l e rs  w i th 
hotels, yielding greater customer 
satisfaction. Yet research in this 
area has some surprising gaps. 
Although online hotel decision-
making behaviour is a “dynamic 
process that encompasses various 
strategies”, write the researchers, 
most studies have taken a static 
approach. To make matters worse, 
studies have generally focused 
on whether consumers are likely 
to purchase travel products, not 
whether they actually do.

Real Behavioural Data

The researchers thus set  out 
“to understand the entire online 
booking process by analysing 
actual behavioural data”. To do 
this, they needed to use multiple 

POINTS TO NOTE
• Location is the key factor in hotel 

development.

• Yet, the defining factors of hotel 
location across areas are not clear

• In Hong Kong, land use patterns 
have different effects on different 
areas, transport access is not an 
issue in the city centre and suburban 
hotels are more affected by a range 
of factors.

• Investors need to take heed of these 
differences to choose appropriate 
hotel locations

Lei Fang, Hengyun Li and Mimi Li. 
(2019). “Does Hotel Location 
Tell a True Story? Evidence 
from Geographically Weighted 
Regression Analysis of Hotels 
i n  H o n g  K o n g ” .  T o u r i s m 
Management, Vol. 72, pp. 78-
91. 
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