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M3 Link

Seamlessly reports PMS, Smith Travel Research,
Guest Satisfaction, and Financial data in one
place across all brands.



[image: image2.png]


[image: image3.jpg]M3 7 link



   

M3Link Assignment
Overbooking
You are a regional Revenue Manager for a set of three (3) Courtyard hotels. You are being approached by a member of the sales and marketing team informing you about a request from a Marriott Platinum Member to reserve three (3) rooms in one of the Courtyard hotels in the area for Monday, April 15, 2013. The property management system informs you that all of your hotels are sold out on that night. Please calculate the overbooking ratio for your hotel and conduct a no-show analysis to make a decision about accepting or rejecting a reservation.   

1. Calculate the overbooking ratio

You know that your average daily rate (ADR) for your hotels on April 15, 2013 is $129.00

Your variable cost is $30

Cost to walk a guest to another property is $269.00

First, find the Cost of an empty room:
Cost of an empty room = ADR – Variable Cost =
Then, calculate the Overbooking ratio using the following formula:
	Cost to walk
	=
	
	=

	Cost to walk + Cost of an empty room
	
	
	


2. Find the distribution of No-shows
a. Collect No-shows data

First, you will need to fill out the No-Show Data for 10 Mondays prior to April 15, 2013. Please collect the no-shows data presented in M3 Link and record it in the following table:
	#
	Day
	No-Show daily total

	1
	April 8, 2013
	

	2
	April 1, 2013
	

	3
	March 25, 2013
	

	4
	March 18, 2013
	

	5
	March 11, 2013
	

	6
	March 4, 2013
	

	7
	February 25, 2013
	

	8
	February 18, 2013
	

	9
	February 11, 2013
	

	10
	February 4, 2013
	


b. Find Occurrences of no-shows and respective Rates
In order to find the Occurrence of zero no-shows you will need to count how many times zero no-shows occurred in your No-show data (Table in 2.a). Please do the same for all numbers of no-shows that you observed in your data.

Find the Rate at which your hotels experienced zero no-shows by dividing the occurrence number of zero no-shows by the total number of Monday data points that you have (10).
	# No-shows
	Occurrences
	Rate

	0
	
	

	1
	
	

	2
	
	

	3
	
	

	4
	
	

	5
	
	

	6
	
	

	7
	
	

	Total
	
	


c. Find Cumulative probabilities

Now restate the Rates as cumulative probabilities. This can be done using the following steps:
Rate of 0 or more no-shows = sum of all rates (in Table 2.b) = 1.0
Note that the cumulative rate of 0 or more no-shows will be always 1 because it is impossible to have fewer than zero no-shows.

Rate of 1 or more no-shows = sum of the rates for all numbers of no-shows that are equal to or greater than 1 = rate of 1 no-show + rate of 2 no-shows+ … + rate of maximum no-shows
Rate of 2 or more no-shows = sum of the rates for all numbers of no-shows that are equal to or greater than 2 = rate of 2 no-shows + rate of 3 no-shows+ … + rate of maximum no-shows
Please complete all calculations following the same logic.
	# No-shows
	Calculation of Cumulative Rate
	Cum. Rate

	0 or more
	
	1.0

	1 or more
	
	

	2 or more
	
	

	3 or more
	
	

	4 or more
	
	

	5 or more
	
	

	6 or more
	
	

	7 or more
	
	


d. Find the recommended overbooking number
Now use the information you have assembled to make your decision about accepting or rejecting the reservation request for April 15, 2013. Please remember your Overbooking ratio that you calculated in part 1. Then, refer to the table of Cumulative no-shows (2.c) to find the cumulative probability that is either the same or larger than the overbooking ratio. Then, select the corresponding number of no-shows and make a decision whether or not you would accept a request for reservation of three rooms on April 15, 2013. Record your decision below.
Decision:

3. Develop your overbooking policy

Based on the calculations that you just performed please formulate an overbooking policy that you would impose on your regional hotels.
Policy:

Good Luck!

Learning Objectives


After completion of this assignment students should be able to:


Explain the importance of estimating no-shows for a lodging property


Calculate occurrences of no-shows and no-shows rate for a particular day of the week


Calculate the overbooking ratio


Make decisions about hotel room overbooking based on the no-show analysis and overbooking ratio





No-show – a guest who makes a reservation but fails to cancel the reservation or arrive for check-in on the date of the reservation. (Hayes & Miller, 2011, p. 141)





Walk(ed): To relocate a guest with a confirmed reservation at a hotel to an alternative property. (Hayes & Miller, 2011, p. 141)










