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EFFECTIVELY MANAGING HOTEL OPERATIONS - ACCURATELY FORECASTING

HOTEL/MOTEL LABOR NEEDS

Labor costs in the ledging industry are currently averaging 33.3%
of total revenues in the United Stateg (Trends, 1989). Thig
continues to be the largest category of expenses a hotel/motel
incurs. As a result, labor costs impact profitability more than
any other factor. Income before fixed charges (depreciation, rent,
interegt, amovtization and income taxes) standsg at 19.9% (Trands,
1989), In addition, it is safe to assume that wages and salaries
will continue %o rise, as will the number and cogt of benefits.

Nevaertheless, management 1is expected to increase or at least

maintain income before fixed charges.

5o, how can management achisve thisgs goal? In the past yvear and a
half, several hotels/motels in California were studied. All facets
of each hotel/motel’s operations were examined. The properties
ranged from large convention properties to small limited service
suite hotels and old esstablisihed resorts to new motel franchises.
In each case, the existing organization's structure, standard
operating procedures, levels of service, volume of business and

labor costs were analyzed. These were the findings:
1. Poorly designed organizations had high labor costs.

2., 0f all the properties studied, none had clearly defined labor

(productivity) standarde. While many had limited standards £for



thair walt staff and room cleaners, most did not have any for the
other departments in their operations, such as the kitchen, front

office and maintenancs departments.

3. very few of the establishments studied formally <forecasted

volume of business.

4, of those properties which did forecasting, few incorporatad
it's findings when planning schedules other than in  theirv

regstaurant and housekeeping departments.

Thug, once again, how can hotels/motels reduce their labor costs,
voth in absolute terms and as a percentage of revenues? The answer
ig =~ by effectively managing labor. This can be achieved in three

2asy steps:

First, and most important, develop labor (productivity) standards
for each position in the organization. Establish these standards
on  the Dbasis of Dbusiness type, clienteie and operating
systemz/procedures. Productivity standards need to be developed
for salaried and hourly emplovees, as well as, fixed and variable
ones. These standards must be well defined and measurable. Once
established, both supervisors and the employees must be informed

about them.

setting standards for variable (hourly) employees is relatively

easy. It requires properly measuring productivity through time and



motion studies. An example of a possible productivity standarc
for a restaurant is one walter per twenty covers. In a hotel, the
productivity standard set for rhe rooms' area might be one maid pay
ten roomg. Creating standards for semi variable employees (hourly)
is more difficult. These emplovees include desk clerks,
hostesses and maintenance personnel. ITn the case of thess
employvees, it is recommended each department determine the minimum
aumber it reguires to be operational during slow periods, in other
words, when conducting little or no husiness. only after this
minimum level ig reached, should productivity standards bhe set.
For example, to service up to fifty occupied rooms at least one
desk clerk must be employed. Even if occupancy drops below this
level, one desk clerk will be required. The number of additicnal
desk clerks scheduled will be in direct proportion to occupancy
levels only after occupancy reaches fifty rooms. ITn the case of
desk clerks, this might be one clerk for every 60 rooms above the
original 50. S&imilar concerns apply to fixed (salaried or hourliy)
employees. In fact, they should be considered when defihing the

minimum level of employees reguired to remain operational.

second, hotel/motels can rveduce labor costs by establishing a
system which effectively forecasts business. With the exception
of the feod and beverage department, the labor costs for the
departments in a lodging establishment ave contingent wupon the
occupancy forecasts generated by either the sales and marketing or
front office departments. This forecast has twce components: 1)

actual reservations and 2) prejected reservations. To be effective



this forecast nust be acvcurate and distributed to department

managers canh implementation when planning their schedules.

Forecasting is more vcomplicated £or the food and bevervage
department. There are three distinct areas in food and beverage:
1) banguets, 2) restaurants aand 3) room service, Fach of these
areas ig unique. FProm a forecasting perspective, bhanquets are the
sasijest. gince bhanguets are contracted, they can be forecasted

accurately.

In the restaurant, on the other hand, the volume of businesgs can
not be predicted with the same ease. It can result from two
sources, hotel guests and community members. Therefore, the
challenge is to anticipate the number of community members and
hotel guests who will the restaurant. The number ocf community
members patronizing the restaurant can be caliculated by recording
the actual number of community members dining in the restaurant at
each meal. Egtimate thié number by subtracting the number of house
guests from the total number of restaurant patrons. Since_most
hotel guests charge their restaurant expenses to their TOOms,
records are available which identify the number of hotel guests who
dine in the hotel's restaurant each meal every day. The averade
of the last four Mondays provides a forecast, thus, for the
following Monday. with hotel guests, it 1is also necessary to
study what percentage =2at each of their meals, breakfast, lunch
and/or dinner in the restaurant. To obtain this percentage for

sach meal, exXamine a two week test period. Count the number of



hotel guests who dined in the restaurant at sach meal. Divide this

figure by the occ¢cupancy count. This is the percentags of hotel
guests who dined in the restaurant for each neal. This figure
should be calculated for each outlet. By multiplying this

percentage with the hotel occupancy forecast, each manager can
forecast the business expected to be generated from hotel guests.
The total of the expected covers from community members and hotel

gurests vields the correct forecast.

Room service, unlike the restaurants, serves hotel guests
exclusively. Therefore, the percentage of house guests who order
room gervice sach meal can be calceulated ag follows. Record the
number of hotel guests who order room service over a two week
paliod. Next divide this figure by the occupancy count to
obtain the average number of guests oerdering room service each
maal. On the bhasis <f this average, managers can create their

weekly emploves schedule.

There are excepticons to this procedure. If a hotel does a
substantial amount of group/convention business, the
group/convention profile and banguet schedule should be considered.
For example, assume a specific group is occupying 50% of the hotal
and hraz contracted for ail of their meals through hanguets. In
this situstion, room gervice and the other food service outlets

should adjust theilr forecagted covers proportionately.
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