TOURISM CASE STUDIES
Case Study 1: City Hotel Cost Structure
A mid-sized city hotel experiences fluctuating occupancy throughout the year. Fixed costs include mortgage payments, permanent staff salaries, insurance, and utilities. Variable costs include laundry, housekeeping supplies, breakfast ingredients, and casual staff wages.
Questions:
1. Explain why hotels have high fixed costs.
2. What financial risk does low occupancy create for the hotel?
Case Study 2: Tour Operator Package Holiday
A tour operator sells all-inclusive holiday packages that include accommodation, transport, meals, and excursions. Fixed costs include office rent, permanent staff salaries, and marketing campaigns. Variable costs depend on the number of tourists and include hotel room payments, transport fuel, and attraction entry fees.
Questions:
1. Identify one fixed and one variable cost for the tour operator.
2. Why is cost structure important when pricing holiday packages?
Case study 3: Hotel Break-Even Occupancy
A city hotel has 100 rooms and charges an average room rate of £120 per night.
Costs:
· Monthly fixed costs (salaries, mortgage, insurance): £180,000
· Variable cost per occupied room per night: £30
Assume a 30-day month.
Questions:
a) Calculate the contribution per room per night.
b) Calculate the break-even number of room nights per month.
c) Calculate the break-even occupancy rate (%).
