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ROKO HOTEL

Type: Interviewer-led | Difficulty: Low | Function: Profitability | Sector: Leisure & tourism | Stretch area: Math | Author: ex-Arthur D. Little

Your client is Roko Hotel, a family-owned, independent hotel in suburban Paris. Until last year, the hotel maintained strong
profitability, but they are now facing declining profitability and don’t understand why.

The hotel is located in the suburbs with the city center a 20-minute tram ride away. The hotel is independent and not owned
by a chain.
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ROKO HOTEL - QUESTION 1

Dimension: Structuring

‘ How would you structure your approach to the question?

1. What revenue factors are driving the profitability decline?
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ROKO HOTEL - QUESTION 2

Dimension: Math

‘ Share Exhibit 1. Based on this exhibit, what’s the annual revenue for this hotel?

e Standard rooms filled per week = (# Std rooms filled on weekdays) + (# Std rooms filled on weekends)
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ROKO HOTEL - EXHIBIT 1

PRICES AND UTILIZATION FROMTHIS YEAR
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ROKO HOTEL - QUESTION 3

Dimension: Judgement and insights

Based on the additional data in Exhibit 2 on last year’s performance, what insights can you draw about recent changes in
annual revenue?
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ROKO HOTEL - EXHIBIT 2

UTILIZATION LAST YEAR
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ROKO HOTEL - QUESTION 3

Dimension: Judgement and insights

* Theweekday occupancy has remained constant, but the hotel has seen a big drop in weekend utilization.

* Last year, weekend utilization for standard rooms was 100% rather than 60%, meaning 125 standard rooms were filled per week.
Weekly revenue last year = Revenue this year x (rooms filled last year / rooms filled this year) = $10,500 x (125/105) = ~ $12,500

Weekend utilization for premium rooms was 80% rather than 40%, meaning 33 rooms were filled per week. Weekly revenue last year =
$4,060 x (33/29) =~ $4,600
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ROKO HOTEL - QUESTION 4

Dimension: Creativity

‘ Besides rooms, food, and drinks, what revenue streams could the hotel seek to introduce or grow?

For hotel guests
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ROKO HOTEL - QUESTION 5

Dimension: Synthesis

‘ What recommendation would you put forward to Roko Hotel to increase profitability?

We were asked to diagnose the reasons behind Roko Hotel’s profit challenge and suggest options to turn the situation around.
Ad i kend utilizati f both tt i | standard has dri 'ine in profitability:
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