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[bookmark: _Toc128419854]Introduction
Hilton Hotels is a world-renowned hotel chain, created by Conrad Hilton in the United States in 1919, that provides exceptional guest experiences with its luxurious services throughout 119 countries. One of the critical factors in maintaining a clean and comfortable environment for guests is the housekeeping services provided by the hotel. The report will examine the two options available to Hilton Hotels for housekeeping services: in-house or outsourced. The report will analyze the cost implications of both options and compare their capabilities to determine which approach is the most efficient and cost-effective for Hilton Hotels. By the end of this report, a recommendation will be provided on the best option for Hilton Hotels to provide housekeeping services to its guests.

[bookmark: _Toc128419855]Overview and Comparison of Insourced Housekeeping Team Vs Outsourcing Housekeeping
Hilton Hotels maintains a variety of hotel brands in locations across the globe. Housekeeping is one of the most essential services provided by Hilton Hotels. This service ensures that hotel guest rooms, common areas, and other facilities are always maintained clean and organized. At Hilton Hotels, two primary tactics can be applied for housekeeping. These are insourcing and outsourcing strategies.
[bookmark: _Toc128419856]Insourced Housekeeping Team
Insourcing refers to the method by which Hilton Hotels would directly hire and manage its housekeeping staff to fulfill its cleaning obligations. This method offers a variety of advantages, including greater control over the level of cleanliness attained, improved communication between the housekeeping staff and other departments, and greater flexibility in terms of scheduling and personnel allocation (Kaufmann-Buhler, 2018). Through the utilization of an in-house team, Hilton Hotels can ensure that its cleaning staff is appropriately trained and equipped to meet the hotel's cleanliness standards and that they can quickly address any potential issues.
Yet, there are also potential disadvantages linked with in-house housekeeping. For instance, Hilton Hotels would be liable for the costs connected with hiring, training, supervising, and providing healthcare and retirement plans for the cleaning staff. This may result in substantial increases in the hotel's overhead expenses, especially if the hotel has a large number of staff members and rooms (Karner & Oliphant, 2019).
[bookmark: _Toc128419857]Outsourced Housekeeping Team
Outsourced housekeeping implies that Hilton Hotels would contract with a third-party service provider to perform the essential housekeeping duties. This technique provides a variety of advantages, including decreased administrative costs, more personnel and scheduling flexibility, and access to specialized cleaning equipment and supplies (Firth, 2021). By outsourcing its housekeeping, Hilton Hotels can focus on its core business responsibilities, such as customer service and hospitality, while leaving the cleaning duties to a professional service provider.
On the other hand, outsourcing has a few potential disadvantages. For instance, the quality of cleaning conducted by a third-party service provider may not be as consistent as when performed by an in-house team. This is because the third-party service provider may have varying standards and/or rotate employees often (Wood, 2017). Communication between the outsourced personnel and the other departments will probably become more difficult, leading to further delays or misunderstandings. Moreover, outsourcing can sometimes result in a loss of control over the cleaning role. This is because Hilton Hotels would rely on the service provider to handle its personnel and procedures.
The decision regarding whether or not Hilton Hotels should insource or outsource their housekeeping services is influenced by a variety of factors, including the size and complexity of the hotel, the level of control required over the housekeeping function, and the financial implications. All strategies have their advantages and disadvantages, and the method that is best suitable for a particular hotel will rely on its specific needs and circumstances(Phalippou, 2019). 

[bookmark: _Toc128419858]Cost Implication of Insourced Housekeeping Team vs Outsourced Housekeeping Team
It is difficult to quantify the cost implications of in-house or outsourced housekeeping teams for Hilton Hotels because these costs might vary depending on a variety of variables, such as the hotel's location, size, and the extent of services required. Yet, the following examples illustrate, in a more general sense, how costs can differ between the two approaches:
[bookmark: _Toc128419859]Operational Costs
The costs associated with operating a firm, often known as operational costs, vary based on the quantity of labor or items produced. The running costs of in-house housekeeping teams may include several expenses, such as wages, perks, equipment, and supplies, which can add up to a significant amount (Kimmel et al., 2022). Because the service provider would be responsible for these expenditures, outsourcing housekeeping might potentially lower operating expenses. Including compensation, incentives, and equipment, the annual operational costs for an in-house workforce might reach over $500,000. This is based on the assumption that Hilton Hotels wants cleaning services 365 days per year and has 100 rooms. Assuming a service provider price of $50 per room per day, annual operational expenses may be cut by as much as $300,000 if cleaning responsibilities are outsourced.
Figure: Difference of the operational costs (Source: Author).
[bookmark: _Toc128419860]Fixed Costs
The term "fixed costs" refers to expenses that remain constant regardless of the volume of activity or output (Stickney, 2021). Training, management, and administrative costs can all be categorized as part of an in-house cleaning team's fixed costs, which can be substantial (Williams, 2018). Because the service provider would be responsible for these expenses, fixed costs connected with outsourced housekeeping can be decreased. Annually, Hilton Hotels spends $100,000 on training, management, and administration for its in-house housekeeping staff. Due to the service provider's responsibility for these expenses, the fixed costs for outsourced housekeeping can be significantly reduced to $65000.
Figure: Changes of Fixed Costs (Source: Author).
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The profit margin is the amount by which revenues exceed expenses, and it is a vital indication for any type of business (Jablonsky & Barsky, 2020). By the employment of outsourced cleaning services, Hilton Hotels can increase its profit margin by decreasing its operating and fixed costs (Banks, 2018). If Hilton Hotels generates $10 million in annual revenue and incurs $7 million in expenses, including housekeeping charges, the profit margin might be as high as 30%, yielding $3 million in profit. By outsourcing its housekeeping services, Hilton Hotels might reduce its housekeeping expenses by twenty percent, resulting in a net profit margin of thirty-four percent, or $3.4 million.

Figure: Increase of Profit Margin (in million) (Source: Author).
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The fee paid to the provider is the amount of money that Hilton Hotels must pay to a third-party service provider to acquire cleaning services. The price may vary based on the nature and scope of the requested services, as well as the location and duration of the contract (Dan, 2017). The service provider charges $50 per room per day. This indicates that the total annual cost for a hotel with 100 rooms might be $1,825,000. Although this price may look extravagant, it may be able to offset it with savings on operational and fixed costs resulting from outsourcing housekeeping services.
[bookmark: _Toc128419863]Contract Negotiation Fees
These are the charges connected with negotiating and administering the contract with the third-party service provider. This fee may vary dependent on the duration of the contract, the number of services required, and the intricacy of the agreement (Blocher et al., 2022). If the cost of contract negotiation is $50,000, then the annual cost of outsourcing housekeeping services might approach $1.87 million. However, outsourcing housekeeping services can result in potential cost savings and increased profit margins, which can be utilized to offset the expense of doing so.
The outsourcing of housekeeping services can reduce operating and fixed expenses, enhance profit margins, and provide personnel and scheduling flexibility (Phalippou, 2019). Even though the cost implications of in-house versus outsourced cleaning staff can vary depending on several variables, this is the case.

[bookmark: _Toc128419864]Comparison of Capabilities of Insourced or Outsourced Housekeeping Team
The following is a comparison between the capabilities of the in-house and outsourced housekeeping teams for Hilton Hotels:
[bookmark: _Toc128419865]Capabilities of the Insourced Housekeeping Team 
Company Culture 
External housekeeping teams are less familiar with the company's principles, standards, and culture than their internal counterparts. They are more likely to understand the expectations of the hotel as a whole as well as the specific demands of individual guests (Marchetti, 2019).
Control 
As a result of having an in-house cleaning staff, Hilton Hotels has greater control over the quality and consistency of the housekeeping services they offer. They can define the standards, monitor performance, and provide feedback to ensure that the housekeeping staff is meeting or exceeding objectives (Honeycutt, 2016).
Staff Training 
Training of Workers Hilton Hotels can provide their in-house cleaning crew with comprehensive training to ensure that they possess the necessary skills and knowledge to provide great customer care.
Flexibility 
In terms of both staffing and schedule, internal cleaning teams have greater flexibility than their external counterparts (Packham, 2017). There is no need for anxiety over the availability of the service provider for Hilton Hotels since they can adjust their staffing levels to meet the hotel's altering needs.
Accountability 
While they are answerable to Hilton Hotels, in-house housekeeping workers are held accountable for any defects or problems that may arise.
[bookmark: _Toc128419866]Capabilities of the Outsourced Housekeeping Team
Expertise 
The hotel can benefit from the expertise and experience that contracted housekeeping employees offer to the facility (Zeuch, 2018). They are more likely to have experience working with a range of hotels, brands, and guest profiles, which allows Hilton Hotels to provide superior customer service.
Resource Availability 
Outsourced housekeeping teams have access to a bigger pool of resources, such as technology, equipment, and workers, allowing them to provide consumers with higher-quality services (Warnock & Suszko, 2020).
Absence Rates
Outsourced cleaning teams have, on average, lower absence rates than in-house housekeeping teams. This is because outsourced housekeeping teams have access to a larger labor pool, which mitigates the effect of individual absences.
Oversight Time 
Outsourcing housekeeping services allows Hilton Hotels to save time and money because the service provider is in charge of employee recruitment, training, and management (Liam B., 2017). This decreases the time Hilton Hotels must spend on employee recruitment, training, and management.
Cost Savings 
If Hilton Hotels outsource its housekeeping services, it will save money by not having to invest in the hiring and training of its staff, as well as the purchase of equipment and supplies, and the payment of benefits (Gilkar, 2020).
Contract Negotiation 
Hilton Hotels will save both time and resources as a result of the outsourcing provider's responsibility for contract negotiation.
However, the culture and values of Hilton Hotels will not always correspond with those of the outsourced housekeeping workers, and there may be communication issues (Hally, 2015). Therefore, it is crucial to select an outsourcing partner that is aware of the Hilton Hotels brand and able to supply services that correspond to the hotel's specific requirements and specifications. 

[bookmark: _Toc128419867]Conclusion
According to the report's findings, outsourcing housekeeping services could be advantageous for Hilton Hotels since it could result in cost savings, give access to specialized skills and resources, reduce absenteeism, and reduce the amount of time required for monitoring. To ensure that each guest's experience at the hotel meets the high standards set by the organization, however, it is crucial to select a service provider who is consistent with the brand and culture of Hilton Hotels. Ultimately, Hilton Hotels must determine whether an in-house housekeeping team or an outsourced housekeeping workforce is more advantageous for its business, taking into account its unique demands and top goals. 
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Profit Margin	
Insourced	Outsourced	3	3.4	



Operational Costs	
Insourced	Outsourced	500000	300000	




Fixed Costs	
Insourced	Outsourced	100000	65000	



