SECTION A

Answer this question. You should spend up to 50 minutes on this section.

Total for this question: 40 marks
Ashton Hotels

Ashton Ltd is a family owned business operating three luxury hotels located in historic English
cities. All of the hotels have a similar number of rooms and comparable facilities including a
restaurant, bar and room service. The business was set up by Mr and Mrs Ashton in 1966 but
over the past few years they have become less interested in the company and have let the
managers of the individual hotels make most of the decisions. Mr and Mrs Ashton finally
decided to hand over the running of the business at the end of last year and their daughter
Hannah has now taken over as Managing Director. Hannah had previously been a highly
successtul Marketing Director for a multinational bank and had worked in several European
countries; she now wanted a new challenge. Hannah is determined to tum the business around
and her abjective is to achieve a retum on capital of 15% or more within five years,

You are a Management Consultant hired by Hannah. With reference to the appendices
included on pages 4 and 5, analyse the main strengths and weaknesses of Ashton Ltd’s
position. Based on this analysis, write a report to Hannah recommending the actions she
should take to achieve her objective. (2 marks are included for appropriate report format)
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Appendix A: Data for Ashton Ltd (vear ending 31 May 2007)

Location . Bath Cambridge Oxford
Hotel name ' The Bath House Varsity The Spires
Labour turnover 200%, 150% 60%,
Written customer complaints 00 52 15 i
Number of stars awarded by Three Four Four

“The Great UK Hotel Guide”

(im0 maximum 5)*

*Assessed two vears ago when The Bath House lost one star due to, "disappointing quality of
Surnishings and food, and poor custamer service ™. Next assessment: 2011,

Appendix B: Extracts from Ashton Ltd’s accounts published 31 May 2007

Current assets £200000

Current liabilities £100000

Geari ng . 10%

Turnover last financial year £6 000000 o
ml profit last fimancial vear (E200004*
Dividends last financial year N £22 000

Capital ::n'nplcu:,r_cd £10 000000
Capital expenditure on refurbishments last financial year £21 000

*The profit or loss of each mdividual horel is not caleulated by Ashton Lid.

Appendix C: Room and guest data for Ashton Ltd (vear ending 31 May)

2003 2007
Average annual room occupancy 47% SH*
Average room occupancy (June to September) 60% .:lrh”fn
Average room rate per night £160 £120
Average additional spending per guest per day (eg. food and drink) £35 £15
Percentage of repeat guests 33% 22%

*UK industry average annual room occupancey for vear ending 31 May 2007 = 60%.

Source of guests at Ashton hotels Source of guests at Ashton hotels
for the vear ending 31 May 2003 for the vear ending 31 May 2007
Other 2% Other 2%

United States 9%  United States 8‘:0

EU countrics
| texcluding UK)

o,
2%n

EL countries
{excluding UK)
| (1%

— UK _f"-}"ul UK 85%
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Appendix D: Economic and tourism forecasts (produced by Hannah Ashton)

2008 2010
Average UK interest rate 4.75% 4.50%
Average value of the £ in American dollars $1.89 $1.94
Average value of the £ in curos 1.6 euros .4 euros
Average real GDP growth per annum within European Union 1.9% 2.4%
countries (excluding UK)
Index of number of foreign tourists visiting the UK 100 120

(base year)

Proportion of foreign tourists to the UK coming from other 1% 55%
European Union countries

Appendix E: Management and staffing information for Ashton Ltd as at 31 May 2007

Hotel managers” remuneration Basic salary of £22 000 per annum plus bonus
(Scheme introduced in 2003) up to £18000 based on occupancy rates,
Training, sctting staff pay rates (excluding Undertaken separately by cach hotel
managers) and purchase of supplies

Proportion of permanent full-time staft 1o
temporary and part-time staft 1 7504 « D504

*Estimated UK industry average is 55% @ 45%,

Appendix F: Marketing information for Ashton Lid as at 31 May 2007

Hannah's estimate of income elasticity of demand

+"I

Combined marketing expenditure budget for the three hotels last year

£25000

Variance for marketing expenditure budget last vear

£4000 favourable

Breakdown of marketing spending last year in terms of the target region

| to attract guests (UK ; other EU : United States)

T 1% 4% 25%,

Turn over for the next section
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