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1) NO FANCY POWER POINT

2) ADVANTAGES OF “GROUP” TRAVEL

a. A “perfect” hotel runs an 85% gross profit line, a 15% net profit line.

b. A “BHFB” hotel runs an 90% gross profit line, a 10% net profit

3) HOTEL  REVENUE ACRONYMS / FORMULA

a.  ADR:

Average Daily Rate – This is the amount of revenue generated



“today” based on the number of rooms sold divided into the total



amount of revenue collected.

Example:  A total of 100 rooms were sold today, at a total of $10000 in revenue collected, ADR is $100 per room.

b.  RevPAR:
Revenue Per Available Room – This is the amount of revenue



generated “today” based on the number of rooms available divided



into the total amount of revenue collected.

Example:  However, the hotel has a total of 200 rooms, so based on 100 rooms sold at $10000 in revenue, RevPAR is $50 per room.

4) INDUSTRY MARKET SEGMENT ACRONYMS / FORMULA

a.  RR/TA:

Rack Rate ($$ sold to individuals, 100% revenue).





Travel Agent ($$ sold to individuals through a travel

agency, commissionable at 10%, 100% revenue).


     b.  TO:

Tour Operator (normally discounted 10% of RR/TA rate, 90%).


     c.  RTO:

Receptive Tour Operator (normally discounted 20% of RR/TA




rate, 80%).


    d.  WTO:

Wholesale Tour Operator (normally discounted 30% of RR/TA




rate, 70%).
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    5)      Hotel’s goal is to increase revenue by 5% 

Hotel management uses (usually) ADR number to determine their base point for revenue.  Assuming that a hotel does 70% of its business with individuals; more than likely they would inflate this ADR figure by 10% ($110) to achieve an increase of 5% overall in RevPAR.

This $110 figure would then be discounted in the “normal” way 10% for each market … or


70% of the business to TA/RR priced at $110


10% of the business to TO priced at $99

      10% of the business to RTO priced at $89


10% of the business to WTO priced at $80


Assuming the same 50% occupancy or 100 rooms sold –


70 rooms at $110 =
$  7700


10 rooms at $  99 =
$    990


10 rooms at $  89 = 
$    890


10 rooms at $  80 =
$    800




Total

$10380
100 rooms  $104 ADR









       $  54 RevPAR


This is an 8% increase in revenues, exceeding the 5% projection; any hotel would

be very happy with this increase

6)      … using the BHFB (Blair Hotels’s “Fanny Backwards”) approach to pricing … let’s 

           assume the following:



a)  
2004’s  ADR is $100; RevPAR is $50 …




2005’s projection of 5% increase inflates the rates to $105 ADR




Assumption:  If you sold 100% of the hotel’s inventory to Wholesale Tour



Operators, your hotel would automatically achieve it’s goal of a 5% 



increase in revenues.
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b)
Wholesale Tour Operator’s (WTO) Rate:
$105.00   (100% of goal)





Receptive Tour Operator’s (RTO) Rate:
$115.00   (+10% of WTO)




Tour Operator’s (TO) Rate:


$127.00   (+10% of RTO)




Travel Agent’s (TA) Rate:


$140.00   (+10% of TO)




Rack Rate (RR):



$140.00   (+10% of TO)

c) % of Business Generated based on 50% occupancy:

WTO
70% at $105
$7350

RTO  10% at $115
  1150

TO 10% at $127
  1270

TA/RR 10% at $140
  1400


Total:

$11170         100 room   $112 ADR   





     

    $  56 RevPAR

This is an 11% increase … well over the 5% goal and significantly above the 8% increase through the industry standard rate increase scenario.  

But … let’s

7) Do the Math …

a) Senario #1: In 2004 at 50% occupancy with a RevPAR of $50, 





the hotel did

$1,825,000 in revenue;

approximately 
$1,551,250 in Gross Profit;

approximately 
$   122,000 in Net Profit

        In 2005 at 50% occupancy with a RevPAR of $54,


the hotel did    

$1,971,000 in revenue;


approximately 
$1,674,350 in Gross Profit


approximately 
$   131,500 in Net Profit

Not bad … an 8% increase in overall Revenue, close to that in Gross Profit and a 7.75% increase in Net Profit! 

b) Senario #2:  In 2004 at 50% occupancy with a RevPAR of $50,

the hotel did 

$1,825,000 in revenue;

approximately 
$1,551,250 in Gross Profit;

approximately 
$   122,000 in Net Profit
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         In 2005 at 50% occupancy with a RevPAR of $56,






the hotel did 

$2,044,000 in revenue; 






approximately 
$1,839,600 in Gross Profit;






approximately 
$   204,400 in net profit





A BHFB hotel did an 12% increase in overall Revenue,





An 18.5% increase in Gross Profit; and a 67% increase 





in Net Profit!

