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Abstract 

The purpose of the study was to test Veblen's hypothesis based on empirical evidence that people can consume 

goods and services because of their status value, and not because of their intrinsic value. The main scientific 

methods that were used during the study were analysis, deduction, modelling, etc. The study used data from 2017 

to 2022 and focuses on the tourist regions of Albania. The data obtained indicates that demonstrative consumption 

of overnight stays exists in most regions of Albania, while Durres and Vlora show substantial evidence of such 

behaviour during the peak season of 2022. This study highlights the importance of understanding the relationship 

between the pursuit of status and overnight stays in the tourist market of Albania. Hotel owners should consider 

the behaviour of tourists seeking status when developing pricing strategies, especially during economic downturns. 

The study also shows that price elasticity varies depending on the region and season, with tourists willing to pay 

higher prices at peak times. However, the elasticity value should be interpreted with caution, since peak seasons 

are short-lived. In general, this study contributes to the literature on conspicuous consumption and tourism, 

emphasising its existence in Albania. This underlines the importance of considering the behaviour of tourists 

seeking status in the management and planning of tourism. The results of this study are relevant not only for 

Albania but also for other tourist destinations seeking to attract tourists with high expenses. 
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Introduction 

The tourism sector of the economy strongly depends on the number of tourists and the spending 

that they make inside the country when visiting certain institutions. This is the reason that 

hotels often use low-price strategies to attract more and more customers (Gao et al., 2021; 

Massidda et al., 2022). However, the strategy of high prices can also be used also if the place 

has a certain reputation among potential customers. The elasticity analysis was conducted very 

carefully to understand the specific features of price formation in this area, considering a large 

number of factors influencing the price. The role of such a study is caused by the influence of 

the price of tourist services when tourists choose opportunities for future places they visit 

(Buckley, 2022). Such a study has become especially relevant due to recent events related to 

the COVID-19 pandemic. It caused a decrease in hotel prices and a change in the structure of 

demand for tourist services (Peco-Torres et al., 2021). The pandemic has shown that not only 

prices are the main drivers of supply and demand in the market. All this makes it relevant to 

consider the current trends of modern pricing for tourist services in Albania. Although some 

studies have examined the cumulative effect of price changes on the competitiveness of tourist 

destinations (Komilova et al., 2021), however, there have been no studies examining the price 

elasticity of overnight stays in tourist regions of Albania. Within the framework of this study, 
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an alternative method for assessing price elasticity is proposed, which focuses on understanding 

regional trends. 

The current state of the tourism sector was investigated by Burlea-Schiopoiu and Ozuni 

(2021). Researchers have shown that the number of tourists in the country is increasing every 

year, and efficiency in service is the most important indicator to ensure the highest quality of 

interaction with customers. This will ensure their return to the country again and again. The 

study of the tourism sector in Albania and the changes that have occurred in it due to the 

beginning of COVID-19 was conducted by Alshiqi and Sahiti (2022). They noted that the 

pandemic has indeed had a substantial impact on the global tourism industry, including in 

Albania, which is highly dependent on the well-being of this field. Therefore, to revive the 

industry, conducting more active state activity in this area is relevant to support local 

enterprises. Xhafaj and Vlachos (2022) also examined the opportunities and dangers for the 

development of tourism in Albania, forming recommendations on the future evolution of the 

field. A similar study was also conducted by Kapllani (2021), focusing on the impact of 

globalisation on this sector of the country. Analysing the hotel component of Albania Spaho 

and Sala (2017) conclude that hotel managers should pay more attention to existing 

opportunities regarding the placement of their hotels on online sites. In addition, it is important 

to encourage consumers to be active on them, in particular, writing comments or reviews. This 

has a positive effect on the demand and price of overnight stays in hotels. Thus, the purpose of 

the study was to assess the veracity of Veblen's hypothesis based on empirical data from 

Albania in the context of the price of hotel rooms. This will not only increase the theoretical 

basis for investigating this concept but also give an opportunity to take a different look at the 

current state of the tourism sector of the country. 

 

Materials and methods 

Within the framework of this paper, a study on the elasticity of demand is conducted in the 

context of the regions of Albania. This is also relevant because solutions in the context of the 

tourism sector are most often applied at the regional level, and not individual cities or towns. 

The approach indicated in the study compares regional average price elasticities based on hotel 

occupancy and income. It is quite simple and free of problems, which are noted in other studies. 

During the study, the following hypothesis was formed: H1 – an increase in prices for tourist 

accommodation will lead to a corresponding increase in demand for overnight accommodation. 

Accordingly, if during the study it is not possible to find enough evidence to prove it, the 

hypothesis will be rejected. If the situation is reversed (that is, there will be enough evidence 

and facts), then the hypothesis can be considered accepted. In addition, a situation is not 

rejected when the facts will not be sufficient either to prove or to refute this thesis. Data on the 

number of guests staying in different regions of Albania provided by the INSTAT (2022) was 

used as a statistical base. The main variables in the study were “the number of overnight stays” 

and “income per occupied guest room”; the study period is from 2017 to 2022. While previous 

literature has extensively examined models analysing changes in demand and its sensitivity, 

only a few studies have transformed variables into elasticity indicators. Moreover, in some 

studies, the measurement of price elasticity has been considered difficult. 

The following formula was used to calculate the regional price elasticity: 

𝑃𝐸𝐷 =  
𝑄%

𝑃%
 (1), 

where: PED – price elasticity of demand; Q% – percentage change in the number of overnight 

stays; P% – percentage change in price. Thus, the percentage change in quantity refers to the 

change in the number of overnight stays, which can be calculated as follows: 

𝑄% =  
𝑄1−𝑄0

𝑄0
 (2), 
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where: Q% – percentage change in quantity; Q 1 – quantity in period 1; Q 0 – quantity in period 

0.  

In the same way, the percentage change in price can be estimated: 

𝑃% =  
𝑃1−𝑃0

𝑃0
 (3), 

where: P% – percentage change in price; P1 – price in period 1; P0 – price in period 0. Some 

other methods were also used during the study. In particular, the analysis allowed considering 

various sources of information about the current state of the tourism industry in Albania. In 

addition, the historical method played an important role, which allowed considering certain 

factors in retrospect. Abstraction allowed distancing from certain unimportant factors that 

influenced the price elasticity for rooms in hotels in Albania, which increased the accuracy of 

the study. Modelling, in turn, allowed showing the relationship between various factors that 

could cause the formation of certain indicators of price elasticity in hotels in the country.  

 

Results 

The Webler hypothesis itself was proposed by the American economist Thorstein Veblen at 

the end of the 19th century. It shows that the consumption of material goods in society is not 

based on their real usefulness, but on the social status symbolism that they acquire. According 

to the hypothesis, they seek to acquire and consume goods that will demonstrate their status, 

wealth, and prestige in society. He called it conspicuous consumption. According to Veblen's 

hypothesis, the consumer chooses goods based not only on their practical value but on how 

these goods can raise or lower their position in society in other people's eyes (Basmann et al., 

1988). For example, if a person buys a very expensive bag, they can do it not because it protects 

their things better, but because it symbolises their wealth and prestige. Goods such as expensive 

cars, jewellery, and luxury homes are not necessary to meet the needs, but they are used to 

show their high status in society. Related to this concept is another, which was also introduced 

by Webler, namely “technological equipment”, which refers to technologically advanced 

products, such as cars, which can be used to demonstrate status in society. Therefore, such 

products are more valuable for people from the upper strata of society than for the poor. This 

hypothesis is of great importance for modern economics and for a better understanding of 

consumer behaviour; moreover, the higher the level of development society reaches, the more 

relevant this theory is due to changes in consumer behaviour caused by technological progress, 

and, in particular, the creation of social networks (Kussainova et al., 2018). It can be used for 

different purposes: as price management, which is mainly described in this study, the 

promotion of goods and services (for example, if the demand for goods is not very elastic, then 

the manager can pay more attention to branding and product quality, while if the demand for 

goods is very elastic, then the manager can pay more attention to price promotions and 

advertising campaigns) and inventory management (Nimani and Spahija, 2023). 

The elasticity of demand in the tourism business has several features that need to be 

considered when conducting a study. The most important thing is that it may vary depending 

on what kind of tourism is being evaluated. Therefore, it is worth paying attention to this to 

obtain correct results. In addition, the breakdown by seasons and holidays is important since 

the demand for tourist services may be more elastic during the low season when prices are 

more affordable than in the high season. It is also interesting that the tourism industry of 

Albania is heavily dependent on the EU market, which makes it a relatively affordable place 

to travel. Nevertheless, European tourists are sensitive to price changes, which also makes 

competent pricing a very important task in Albania. The behaviour of tourists is also 

determined by social factors, such as the desire for status and prestige (Jamshidi et al., 2023). 

http://www.ajhtl.com/
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This desire can be satisfied by choosing notable tourist destinations (Boc et al., 2022). 

Moreover, the perceived image of hotels plays a crucial role in this matter. 

Hotel business managers often use different pricing strategies based on different factors, 

such as cost structure and competitors' prices. A more complex form of revenue management 

is the formation of pricing based on peak loads: this allows more accurately determining the 

number of rooms that can be sold for a lower price, based on the future probable demand for a 

certain date and price elasticity in various market segments (Idrysheva et al., 2019). This allows 

for maximising revenue by offering corporate-rated rooms during periods of high demand and 

discounted rooms during periods of low demand. Thus, elasticity plays a crucial role in 

segmenting demand across the booking horizon. In most studies, researchers have tried to 

estimate the elasticity of demand using demand functions. However, their final results could 

differ substantially, which is due to different approaches and models when modelling this 

function. 

Pricing plays a crucial role in maximising revenue in the tourism industry due to 

demand characteristics (Bandalouski et al., 2021). Price fluctuations allow tourist facilities to 

serve different customer segments depending on their willingness to pay, product, and 

customer characteristics (Rodríguez-Díaz et al., 2019). Some features of the tourism business, 

in general, make a very important component of competent management of the number of 

available places in hotels, and the formation of prices for them. The availability of types of 

services that can replace hotels complicates this process even more: thus, pricing strategies in 

the tourism industry are diverse and depend on various factors such as location, seasonality, 

and competition (Ma et al., 2021). Therefore, managers often resort to the practice of changing 

the prices of hotels depending on the expected demand for them. So they often use low-price 

strategies to attract customers to new or emerging tourist destinations, while high-price 

strategies are used to turn territories for mass tourism into exclusive ones. Understanding price 

elasticity is crucial to determining a proper pricing strategy since the price is indeed an 

important factor when choosing tourist destinations (although not the main one, as mentioned 

above). Air transport, visits to national parks, and the demand for hotel rooms have been the 

focus of price elasticity studies.  

 
Figure 1 below shows the calculated price elasticities of overnight stays in different regions. 

 
 
Figure 1. Price elasticity of overnight stays in different regions of Albania in the period from 2017 to 2022 

Source: Compiled by the authors based on data from INSTAT (2022) 
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More detailed information about the data can be seen below, in Table 1. 

 
Table 1. Price elasticity of overnight stays in different regions of Albania in the period from 2017 to 2022 

Year Tirana Vlora Durres Shkoder Golem Korche Berat Elbasan 

2017 1.05 1.6 2.1 1.8 1.79 1.8 -1.9 1.5 

2018 0.67 1.4 3.01 -1.09 1.26 -0.27 -2.1 -1.7 

2019 1.39 1.79 2.2 -1.02 1.7 0.96 1.2 0.03 

2020 x x x x x x x x 

2021 2.2 2.06 1.03 -1.4 2.02 1.7 1.6 2.01 

2022 2.1 1.92 3.96 0.09 1.31 0.09 0.69 -1.97 

Source: Compiled by the authors based on data from INSTAT (2022) 

 

As can be seen from Table 1 and Figure 1, the average price elasticity in the period from 2017 

to 2022 (with the exception of 2020 – the year of COVID-19) shows substantial fluctuations: 

from -1.97 in the Elbasan region to 3.96 in Durres. Durres and Vlora demonstrate higher 

elasticity of demand with an average elasticity of 2.46 and 1.75, respectively. This suggests 

that conspicuous consumption plays a substantial role in overnight stays in these regions. 

Durres, in particular, was a popular holiday destination for tourists from Poland, the Czech 

Republic, and Ukraine (although the number of tourists in 2022 decreased by more than 70,000 

due to the outbreak of war (INSTAT, 2022)). Golem and Tyrant also show average elasticity 

at a price of 1.62 and 1.48, respectively, which indicates a similar model of demonstrative 

consumption. The Korcha region has an average price elasticity of 0.86 after Tirana and Golem, 

with different values for the period. 

In August, one of the periods with a large number of tourists, the price elasticity of 

demand for overnight accommodation in Vlora, Durres, and Golem is positive, which indicates 

that tourists are willing to pay more for accommodation in these areas. However, elasticity is 

negative in Shkoder, Berat, and Elbasan, which suggests that tourists are less likely to pay 

higher prices in these regions. It is noteworthy that in places such as Vlora and Durres, tourists 

are willing to spend more money on overnight accommodation. On the other hand, in other 

regions, tourists are more price sensitive and may avoid destinations with higher prices. The 

Tirana region recorded the second-highest value of price elasticity in December 2021, while 

Vlora and Golem had the lowest value in February. When comparing overnight stays by region, 

substantial differences in consumption patterns are observed, which show differences in 

tourists' preferences, their income levels, and consumer habits. 

Territories such as Durres and Tirana turned were the most popular regions for 

overnight stays, while Berat and Elbasan were less popular. As for the income in the context 

of each number, Tirana and Durres have the highest shares, while Berat and Elbasan – the 

lowest. Tourist sites can adjust their prices to attract different types of customers, considering 

their willingness to pay and the characteristics of products and customers (Tapak et al., 2019). 

The pricing strategy in the hospitality industry is influenced by many factors, including internal 

factors such as costs, organisation, and working conditions, although the cost only matters 

when determining the lowest possible price, and additional discounts may be offered during 

the off-season. External factors, such as the stage of the product life cycle, price elasticity, 

competition, and differentiation of products and services, have a more substantial impact on 

pricing due to the complex operation of the market (Mudrak et al., 2022). 

In some cases, the price elasticity of demand may be positive, which means that more 

expensive or exclusive destinations may attract more tourists due to the Veblen effect or the 

snob effect. The results of this study confirm the (H1) hypothesis that the described effects are 

present in the tourism sector of Albania. As a result, local authorities are recommended to 

encourage the development of 5-star luxury hotels to attract travellers seeking status and 

http://www.ajhtl.com/
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prestige, since data from the Booking website (Booking, 2023) as of December 2022 show that 

only 3% and 7% of all hotels in the respective regions were 5-star. All the data provided above 

prove the relevance of Veblen's theory. In addition, such information can be used to more 

effectively price rooms in the context of seasons, weekdays or weekends, etc. In this case, the 

negative elasticity of demand in most cases suggests that the relevant strategy for enterprises 

is to increase the price of prestigious hotels to maximise profits. Therewith, for other types of 

establishments, it will be relevant to keep the price low enough since for them the Veblen effect 

is not relevant and applicable. 

 

Discussion 

As noted above, the demand for tourism can be both elastic and inelastic, depending on the 

destination and purpose of the trip. For example, business travellers may be less sensitive to 

price changes because they have fewer alternatives compared to tourists the goal of which, for 

example, is to visit certain attractions (Mykola et al., 2020). In addition, since tourism as such 

includes several products, it is difficult to obtain an accurate price measure to calculate price 

elasticity. In a large number of papers, researchers have tried to determine the best pricing 

strategy both in general and in the hotel sector in particular. Thus, Bandalouski et al. (2018) 

conducted an analysis of price formation based on the type of guest based on different price 

elasticity for different market segments, and Dieguez et al. (2022) considered the approach of 

measuring individual demand to assess the market reaction to price changes. Nevertheless, the 

simplest and most common method for assessing the elasticity of demand is its formation based 

on the demand function (which, in fact, shows how the desired consumption of economic 

entities for a particular product will change depending on its price). However, most studies in 

which the elasticity is estimated using this method show very different results due to the use of 

other mathematical approaches to the construction of the function (Ostapenko et al., 2023; 

Jawabreh et al., 2023). 

The review of 481 hotels and 22 metropolitan markets in the framework of his study 

was conducted by R. Macdonald (2000). For this purpose, the least squares method was used 

to estimate the parameters of the model, identifying that demand is inelastic in price. A similar 

study was conducted by Zhang et al. (2019). They used a hotel revenue management model 

based on dynamic pricing using an elasticity calibration algorithm at the Plaza Hotel in 

Alexandria (Egypt) from 2008 to 2010 and identified that prices generally decrease as demand 

for premises decreases and vice versa. A similar study was conducted by Bayoumi et al. (2013). 

They proposed a new approach to dynamic pricing to solve the problem of managing hotel 

revenues, namely based on “price multipliers” as functions of individual variables. Researchers 

used the Monte Carlo method to determine the multiplier parameter to maximise income, 

considering the current situation in the interaction between supply and demand. Having 

calculated the price elasticity using the Probit function, they conclude about the inelasticity of 

demand, which, moreover, was identified to be quite static. In turn, Wang et al. (2021) also 

attempted to solve the price optimisation problem based on various mathematical-statistical 

methods. Using a linear demand model, the researchers tried to estimate the minimum rate for 

price optimisation in 28 US hotels. They also concluded about the inelasticity of demand. 

However, while the paper of Petricek et al. (2021) showed that elasticity in the peak season is 

mostly inelastic, the study of Surugiu et al. (2011) showed that the distribution of elasticity 

over the booking horizon cannot explain fluctuations in prices and the number of bookings, 

which indicates the need for additional research on this subject. A sufficiently detailed 

consideration of the elasticity of demand for the price is considered in the study of Petricek et 

al. (2020). The authors also tried to achieve this by constructing a demand curve, which, in 

their opinion, is one of the most important components for building a pricing approach. 

http://www.ajhtl.com/
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Researchers place special emphasis on resort hotels with temporary demand, where the 

formation of hotel prices plays a key role.  

Fleissig (2020) confirmed that hotel accommodation can be treated as a luxury item. 

The researcher noted that the service of renting a hotel is elastic in terms of costs; in other 

words, in some periods such a service can be presented as a “luxury item”. In addition, Fleissig 

noted the relationship between the incomes of citizens and the level of such elasticity in terms 

of hotel prices. Notably, the confirmation of Veblen's hypothesis in the hotel field was noted 

in the study above, especially in more expensive hotels and in certain seasons. The change in 

the elasticity of demand depending on the season was noted in the paper of Marsden and Sibly 

(2017). Researchers have noted that the elasticity of demand mainly increases in winter and 

decreases as the quality of services provided increases. In other words, they showed that 

consumers are willing to pay a higher price for the same services provided only under certain 

conditions, namely when these services are already considered high-quality and “elite”, and 

when there is a season for these services (Kotsenko et al., 2023). Similar conclusions are 

obtained by Canina and Carvell (2005), describing how the effect of improving quality and 

price elasticity on demand is reduced. 

Notably, in the modern economic literature, in the context of assessing the impact of 

price elasticity on demand in the hotel sector, the emphasis is mainly on one segment of the 

market, namely individual travel. However, other segments are completely or partially ignored, 

as stated in the paper by Dolasinski et al. (2019). They also note that conducting this kind of 

examination will maximise revenues from certain segments of the hotel sector, which will have 

a positive impact on the development of tourism sectors in all countries, especially in Albania. 

The impact of the emergence of social networks in the business environment on various kinds 

of companies that are associated with the tourism industry was examined by Jamshidi et al. 

(2023). Using empirical data, researchers have concluded that the added value of information 

in social networks about places where tourists often come has a positive effect on their 

development. Interestingly, they introduce the concept of “coolness” in their paper. Thus, they 

stated that, due to the appearance of a particular place on social networks, it becomes “cooler”, 

which positively affects the impressions that later remain from visiting such places (Ostapenko 

and Bryantsev, 2023). This completely coincides with the conclusions that were obtained in 

the study above about the elasticity of price demand in Albania, especially for more popular 

tourist areas.  Thus, the price elasticity of demand for a large number of hotels in Albania is 

low. This indicates that managers, depending on the level of prestige of their hotels, can make 

appropriate decisions about what their policy should be in the context of price formation. Such 

pricing optimisation will substantially increase the profits of such companies, which will have 

a positive impact not only on the industry but also on the economic development of the country 

in general, which is in great need of a revival of tourism after the events of the COVID-19 

pandemic.  

 

Conclusions 

In this study, it was investigated whether the desire to obtain status affects behaviour in the 

context of choosing a hotel when spending the night in Albania. An alternative approach was 

proposed to calculate the price elasticity, which used regional data on the number of overnight 

stays and income per occupied guest room. It allowed for avoiding problems that arise during 

econometric analyses, which are identified in some studies.  The results show that there is a 

noticeable consumption of overnight stays in most regions of Albania, especially in the peak 

seasons of 2022 and in Durres, Vlora, and Tirana. In addition, in the Durres region, there are 

signs of noticeable consumption during overnight stays in the period from 2017 to 2022. 

However, since peak seasons are short, conclusions about the amount of elasticity should be 

http://www.ajhtl.com/
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treated with caution. The conclusions described in the paper are relevant for tourism 

management and planning at the regional level for the formation of the pricing strategy and 

policy. Local authorities should focus on promoting luxury hotels to attract visitors seeking 

status and prestige. Thus, the study in general confirms Veblen's hypothesis due to the fact that 

the data obtained indicates the existing negative price elasticity in the context of the 

dependence of demand on price in the country. However, this study was quite generalised: in 

other words, the elasticity index may differ for both individual types of hotels and individual 

groups of tourists, which is also worth considering while conducting business. Relevant in the 

context of future research is the construction of a logarithmic demand function to assess the 

impact of certain factors on the elasticity of demand. Further research is needed to investigate 

the impact of other factors on conspicuous consumption in the Albanian tourism market, 

including cultural differences and changing tourist preferences. 
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