Quantifying the value of the program

Steps:

1. Percent of guests in hotel that are members

2. Percent of guests who are there because of the program

3. Incremental rooms sold, which is equal to #1 * #2

4. Rooms sold = > member rooms (including incremental rooms) + non – member rooms
5. Occupancy

a. Total Occupancy

b. Total – incremental rooms = occupancy without the programs

6. Room Revenue

a. With incremental = total revenue

b. Without incremental

7. Cost to owner : revenue earned * cost of points

a. E.g. point cost = $0.05, spend = $150, cost = $150*0.05 = $7.5

b. Hotel : 200 rooms, rate = $150, given night = 22.5% program members, 20% stay because of program, incremental = 4.5%

c. Sold 175 room  @ $150 = 175 * $150 = $26,250
d. Member revenue = 22.5% * $26, 250 = $5906

e. Non- member revenue = $26,250 - $5906 = $20,344

f. Incremental revenue = 4.5% * $5906 = $266

g. Revenue of member who would have come anyway = $5906 - $266 = $5640
h. Incremental cost = $5906 * $0.05 = $295.3

i. Spend $295.3 to get $266, lost = $29.3

