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Guest – Can You Spend A Dime? 

Hotels Struggle To Get Extra Spend In 2012 
By Robert Mandelbaum 

 

 
he highlight of the recovery from the 2008/2009 
industry recession has been the strong return of lodging 
demand. According to Smith Travel Research (STR), 

occupancy levels at U.S. hotels increased from a low of 54.5 
percent in 2009 to 61.4 percent in 2012. With occupancy 
levels approaching the long-run average, hotel managers 
have become more aggressive with their pricing policies. 
Average Daily room Rates (ADR) rose 4.2 percent in 2012, 
and are forecast to nominally eclipse the pre-recession peak 
ADR in 2013. Gains in both ADR and occupancy resulted in 
a 6.8 percent growth in RevPAR for all U.S. hotels in the 
STR sample during 2012. 
 
While hoteliers have enjoyed strong growth in rooms 
revenue, what gains have they experienced from other 
revenue generating sources within their hotels? 

Other Revenue – Slow 

Based on a sample of operating statements collected from 
approximately 6,500 hotels in the U.S. for PKF Hospitality 
Research, LLC’s (PKF-HR) 2013 edition of Trends® in the 
Hotel Industry, rooms revenue increased by a healthy 6.3 
percent from 2011 to 2012; however, total hotel revenue 
grew by just 5.0 percent. This means that the combined 
revenue earned from food and beverage, other operated 
departments, and rentals and other income increased only 
2.3 percent per available room (PAR), or a mere 0.5 percent 
when measured on a dollar per occupied room basis (POR). 
 
This finding is consistent with other research conducted by 
PKF-HR. According to our annual survey of meeting 
planners for ConventionSouth magazine, as well as 
discussions with corporate travel planners, these 
professionals have reconciled that rising occupancy levels 
have led to limited availability, thus requiring higher room 
rates. However, to keep control of their meeting and travel 
budgets, limitations have been placed on the amount their 
constituents can spend on ancillary services and amenities. 
We have already seen hotel owners and operators react to 
this trend by reducing the levels of food and beverage 
service at their properties, along with an enhanced focus on 
building select-service hotels. 

Variable Costs Contained 

Facing the challenge of boosting their revenue, hotel 
managers responded once again by controlling costs. Total 
hotel operating expenses

1
 for the properties in the Trends® 

                                                 
1
Before deductions for capital reserve, rent, interest, income taxes, 

depreciation, and amortization. 

sample increased by 3.3 percent in 2012, compared to the 
4.3 percent rise observed in 2011. Because of the high 
degree of variable costs at hotels, part of the decline in the 
pace of expense growth can be attributed to the reduced 
pace of occupancy increases. Nonetheless, when measured 
on a POR basis, operators were able to limit expense growth 
to just 1.5 percent in 2012. 
 
In 2012, labor related expenses accounted for 45.3 percent 
of total operating expenses. Total labor costs increased by 
3.6 percent in 2012, down from the 4.1 percent growth rate 
posted in 2011. This implies that managers monitored 
employee compensation closely during the year. In 2012, 
salaries and wages (the more controllable component of 
labor costs) increased by 2.9 percent, while payroll-related 
expenses (benefits) rose by 5.4 percent. Many U.S. hoteliers 
are concerned that this could be a foreshadowing of future 
escalation in government mandated taxes and benefits. 
 
With labor costs being the most significant component, 
operated department expenses increased by just 3.5 percent 
in 2012. With revenues growing faster than expenses, 
operated department profits grew by a healthy 6.0 percent. 

Fixed Expense Growth Explained 

In general, undistributed expenses are considered to be 
more fixed in nature compared to the operated departmental 
costs. Therefore, at first glance, the 5.3 percent rise in sales 
and marketing expenses, along with the 5.0 percent 
increase in management fees, appear to be a cause for 
concern. However, it should be noted that changes in 
revenue and profits influence these two expense categories. 
Franchise fees (considered a sales and marketing expense), 
as well as sales personnel bonuses, rose in large part 
because of the increases in rooms revenue. Management 
fees are almost exclusively driven by changes in revenues 
and profits, thus explaining the relatively strong growth in 
this expense item. 
 
The greatest percentage change in an individual expense 
category was observed in insurance. The amount paid by 
hotels for property and liability insurance grew by 6.0 
percent in 2012. According to the firm Swiss Re, 2011 saw 
the second greatest dollar volume of worldwide insured 
losses ever. It appears that the insurance companies 
needed to recoup their 2011 outlays by raising premiums in 
2012. 
 

(Continued) 

T 



 

 

 
                               is compiled and produced by PKF Consulting USA. Readers are advised that Colliers PKF Consulting does not represent 
the data contained herein to be definitive. Neither should the contents of this publication be construed as a recommendation of policies or actions. 
Quotation and reproduction of this material are permitted with credit to Colliers PKF Consulting. 

Guest – Can You Spend A Dime? 

Hotels Struggle To Get Extra Spend In 2012 
(continued) 

 
 
On a positive note, utility costs declined by 3.4 percent from 2011 to 2012. We attribute this reduction to the continued 
implementation of green and sustainable operating practices, the purchase of energy efficient equipment, and, according to the 
Bureau of Labor Statistics, a 0.9 percent increase in energy costs during the year. 
 

Profits 

Net Operating Income (NOI)1 for the average hotel in our Trends® sample grew by 10.2 percent in 2012. Resort hotels enjoyed 
the greatest gain in NOI (10.6%), followed by limited-service (10.6%) and full-service (9.8%) properties. Lagging in profit growth 
were convention hotels (5.7%), suite hotels with F&B (7.7%), and suite hotels without F&B (8.1%). Resort hotels benefited from the 
greatest increase in ADR, while convention hotels were impacted by the lag in the recovery of the group market segment. 
 

Bright Future 

Based on the June 2013 edition of Hotel Horizons®, PKF-HR is forecasting double-digit growth in NOI for U.S. hotels through 
2015. Strong growth in ADR will be the main catalyst of bottom-line improvement, along with limited growth in expenses. Our 
outlook for restrained increases in expense growth is driven by Moody’s Analytics’ forecasts for modest increases in inflation, as 
well as subdued growth in variable operating costs attributable to the slowdown in the pace of occupancy gains. 
 
Managers will continue to be challenged to grow other revenues sources, especially since travelers will be offered an increasing 
inventory of select-service properties. Alternatively, owners will benefit from increases in the value of their properties resulting from 
improving profits. 
 
 

* * * 
 

Robert Mandelbaum is Director of Research Information Services for PKF Hospitality Research, LLC.  He is located in the firm’s Atlanta office (www.pkfc.com).  
To purchase a copy the 2013 Trends® in the Hotel Industry report, please visit www.pkfc.com/buyannualtrends. 

This article was published in the June 2013 issue of Lodging. 
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Statistics And Trends Of Rooms Business In Coachella Valley

PKF Consulting

 AVERAGE DAILY RATE  OCCUPANCY PERCENT 

VAR2013 2012 VAR2013 2012

MONTH OF JUNE 2013

BY LOCATION   REVPAR  

VAR2013 2012

PALM SPRINGS $109.59 -5.3%$115.69 45.72% 46.10% -0.8% $50.11 -6.0%$53.33

DOWN VALLEY - RESORTS $159.68 -0.1%$159.87 52.17% 52.38% -0.4% $83.30 -0.5%$83.74

DOWN VALLEY - OTHERS $78.13 3.1%$75.77 55.96% 56.42% -0.8% $43.72 2.3%$42.75

OVERALL AVERAGE $126.81 -0.8%$127.88 51.25% 51.63% -0.7% $64.99 -1.6%$66.03

JANUARY TO JUNE 2013

 AVERAGE DAILY RATE  OCCUPANCY PERCENT 

VAR2013 2012 VAR2013 2012

  REVPAR  

VAR2013 2012

PALM SPRINGS $142.94 -3.0%$147.39 58.91% 56.26% 4.7% $84.20 1.5%$82.92

DOWN VALLEY - RESORTS $218.63 7.4%$203.56 66.16% 65.25% 1.4% $144.64 8.9%$132.83

DOWN VALLEY - OTHERS $113.58 2.3%$111.07 70.30% 68.36% 2.9% $79.85 5.2%$75.92

OVERALL AVERAGE $173.70 4.1%$166.94 65.17% 63.57% 2.5% $113.21 6.7%$106.12



Statistics And Trends Of Rooms Business In Coachella Valley

PKF Consulting

MONTH OF JUNE 2013

BY RATE  AVERAGE DAILY RATE  OCCUPANCY PERCENT 

VAR2013 2012 VAR2013 2012

  REVPAR  

VAR2013 2012

Less than $60.00 $48.29 0.7%$47.96 49.95% 46.57% 7.3% $24.12 8.0%$22.33

$60.01 - $100.00 $86.73 5.7%$82.04 50.97% 50.36% 1.2% $44.20 7.0%$41.32

$100.01 - $130.00 $111.56 -7.9%$121.16 49.79% 51.29% -2.9% $55.54 -10.6%$62.14

Over $130.00 $171.26 1.0%$169.57 52.54% 53.67% -2.1% $89.98 -1.1%$91.01

OVERALL AVERAGE $126.81 -0.8%$127.88 51.25% 51.63% -0.7% $64.99 -1.6%$66.03

JANUARY TO JUNE 2013

Less than $60.00 $55.20 1.5%$54.37 61.30% 59.79% 2.5% $33.84 4.1%$32.51

$60.01 - $100.00 $93.98 -1.9%$95.85 71.99% 70.24% 2.5% $67.65 0.5%$67.33

$100.01 - $130.00 $117.87 1.4%$116.28 75.27% 72.35% 4.0% $88.72 5.5%$84.13

Over $130.00 $194.27 4.4%$186.05 64.84% 63.31% 2.4% $125.98 6.9%$117.79

OVERALL AVERAGE $173.70 4.1%$166.94 65.17% 63.57% 2.5% $113.21 6.7%$106.12

MONTH OF JUNE 2013

BY SIZE  AVERAGE DAILY RATE  OCCUPANCY PERCENT 

VAR2013 2012 VAR2013 2012

  REVPAR  

VAR2013 2012

Under 100 rooms $87.75 -1.9%$89.43 60.26% 62.46% -3.5% $52.88 -5.3%$55.86

100 - 199 rooms $80.46 0.2%$80.34 53.51% 53.23% 0.5% $43.05 0.7%$42.76

200 - 299 rooms $128.76 2.4%$125.71 39.77% 41.99% -5.3% $51.21 -3.0%$52.79

Over 300 rooms $155.97 -1.7%$158.70 52.68% 52.49% 0.4% $82.17 -1.4%$83.30

OVERALL AVERAGE $126.81 -0.8%$127.88 51.25% 51.63% -0.7% $64.99 -1.6%$66.03

JANUARY TO JUNE 2013

Under 100 rooms $129.75 2.1%$127.03 71.64% 71.12% 0.7% $92.96 2.9%$90.35

100 - 199 rooms $122.62 -1.1%$124.02 68.05% 66.39% 2.5% $83.44 1.4%$82.33

200 - 299 rooms $157.79 5.2%$149.94 49.79% 50.40% -1.2% $78.56 4.0%$75.57

Over 300 rooms $211.39 5.8%$199.81 66.71% 64.57% 3.3% $141.02 9.3%$129.01

OVERALL AVERAGE $173.70 4.1%$166.94 65.17% 63.57% 2.5% $113.21 6.7%$106.12


