Pricing theory
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A conference centre, Berlioz, is planning to offer weekend break packages in the near future. The package would include two nights dinner, bed and breakfast, and extend for a period of 12 weeks during the spring.

It is estimated that on average 20 customers per weekend would take advantage of the package.

The manager has identified the following costs relating to these proposed weekend breaks. All costs are excluding VAT unless stated otherwise.

i) Food cost £8 per guest per day
ii) Staff overtime 60 hours in total for the 12 weekends at £6 per hour.
iii) Laundry costs etc £4 per guest per day
iv) Variable overheads £5 per room per day (assume two guests per room)
v) Advertising and promoting the package is estimated to be £2350 inclusive of VAT
vi) Additional fixed costs are estimated at £1000 over the 12-week period.

Required

a)	Based on the above estimates, calculate the cost per customer of the weekend package distinguishing between variable costs and fixed costs. 

a) Calculate the selling price, inclusive of VAT, to achieve a 20% net profit.

c)	 In addition to the advertising and promotion by Berlioz, a marketing company is prepared to promote the package for a commission of 30% of the selling price (excluding VAT). Evaluate this proposal from a financial point of view and advise the manager accordingly.

d)	Identify and discuss three non-financial matters that
