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Lodging Outlook
Should you build a spa Iin your hotel?

Carrie Russell, Senior Associate exercise and to be pampered. In additio
. . Net Profit as a Percentage of Gross
the typical spa-goer is a female bab

Today’s hotel guests are becomingooomer, visiting the hotel or resort with a|

INTERNATIONAL

increasingly selective when choosingspouse or friend; although current zllof’z/"w 12-6303
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hotel properties. Individuals accustomedesearch indicates that the younger undg 21 - 30% 40.0%
to regular exercise, and pampering sucBO0 crowd is becoming more spa savvy. 31 - 40% 33.3%
> 41% 6.7%

as massage, manicures, and facials, areHealth Fitness Dynamicsinc.,
demanding these facilities and servicesnterviewed spa directors for their 1999 source: HED 1999 Economic Study of US
when they are travelling. Spas are nd&conomic Study of Resort-Based Spag Resort-Based Spas
longer being considered as an optional he research indicated that spas increased

amenity for a hotel, but rather a requireda property’s marketing advantage, revenuexisting facilities in the market, and the
component to remain competitive. Thisper occupied room, occupancy, perceivedemand for new facilities and services.
is especially true for resort properties andralue, and average room rate attainableOnce an understanding of the market is
hotels that accommodate a significant gained, an owner must look at the
amount of group meeting demand. Survey of Spa Directors experience they want to provide the guest
Conference attendees and vacationers w by Health Fitness Dynamics and develop a plan for the facility around

often choose one property over anothe Does the spa enhance or increase.... their individual concept. This concept
based on the availability of a spa. will determine the cost of the facility,
The term “spa” has many different garket'”gpAdVg”tag?d o gg-;‘;" which can vary dramatically depending
. . evenue rFer Occupie oom .07/0 .. .
meanings, from a small fitness roomto ar  gccupancy 73.3% on the chosen finishes and equipment,
elaborate facility with pools and waterfalls.|  Perceived Value-Room Rate  70.0% ranging from $200 to $500 per square
. L. . 9 . .
The most common industry definition, is Egﬁé?hRO?tgtay ig;;‘o’ foot. The feasibility of the spa, will
a facility with an area for exercise| Guest per Occupied Room 26.7% depend on the revenue it is capable of
equipment, a pool, whirlpool, steam room| Other 3.3% generating. Given the spa’s location,
sauna, common space for relaxing, and revenue sources may or may not include

treatment rooms available for services The majority of spas are between 10,00@nemberships, local day-spa usage, guest
such as massage, facials, manicures arahd 40,000 square feet; however, thisreatments, and retail revenue. Once the
pedicures. Some properties have externalaries significantly depending on the sizecosts and income are estimated, the return
membership, and a large amount of locabf the hotel. In terms of profitability, the on investment can be calculated to
demand, while other facilities dependindustry average for net profit from the spadetermine the feasibility of the spa
primarily on usage from their in-housecomponentis 21.0% to 30.0% of revenueaddition. As previously mentioned, the
guests. Research gathered by US basedWhen looking at the development of aspa will increase revenue in other areas
Health Fitness Dynamics (HFD) Inc., spa, there are many important factors tof the hotel, so these items, such as
reports that the primary reason guests useonsider. First, a thorough market studyincreased average room rates, should be
the spa is for relaxation purposes, tanust be conducted to determine thdactored into the overall analysis.
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DEFINITIONS
Occupancy: The ratio of total occupied rooms to total available rooms.
Average Room Rate: Defined as room sales divided by the total number of rooms occupied.
RevPAR: The application of a hotel's average occupancy to its average room rate and a true indicator of the propert
ability to generate revenue. It is calculated by multiplying the occupancy by the average room rate.

Number of Rooms: The total number of rooms at participating hotels.
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