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Student Resource 4.1
Reading: Event Budgets
Anna Rodriguez is an AOHT student. She hasn’t taken the course on Event Planning yet, but she wishes she had, because she is planning a big event in her own life: her quinceañera. It sure would help to know a bit more about how to throw a huge event! The quinceañera is a special celebration for a girl’s 15th birthday. Popular in Central and South American countries, this is the symbol of a girl’s transition to womanhood, similar to a religious ceremony like a bat mitzvah or a birthday celebration like a sweet sixteen. The quinceañera frequently has a religious component, such as a Catholic mass, and a nonreligious component, usually a large formal party. Anna’s family has six children, but she is the only girl, so her quinceañera will be very important to the family. They have even hired a local event planner, Karla Mendez, to help them plan the party.
Anna got home from school to find her mother sitting at the kitchen table with the event planner, surrounded by a bunch of papers. “I’m so glad you’re here,” her mother said. “I need to help your brother with his homework before he leaves for his soccer game, and I still have to go pick up your grandmother from her doctor’s appointment. Can you go over this information with Karla?”
Anna stared at all the papers. “What is all this?”
“We’ve been working on the budget for your party,” Karla said. “Normally, I do this kind of stuff on my own, but your mom wants to be really involved, so I promised her I’d work through it with her. I know you’re studying hospitality and tourism in school. Have you learned about budgets?”
“Kind of. It’s like a list of your costs, right?”
Karla nodded. “A budget is a written document that tracks your estimated costs and your expected income, if you have any.”
“Income?”
“Any money that your event would bring in. You won’t have income because you’re having a personal event, a private party. But if you were going to go to your school’s prom, you’d have to buy a ticket, right? The money from those tickets would be the event’s income.”
“That makes sense,” Anna said. “But why do you need to write this stuff down?”
“There are a couple of reasons, depending on what kind of event you’re hosting. For an event like yours, we have a spending limit. Your parents have told me how much they want to spend for the entire event. It’s my responsibility to make sure we use that money wisely. I mean, you’d be pretty upset with me if I spent all the money on pretty decorations but didn’t buy any food for the party, right? So we use the budget to make sure we are spending money on the things that are important and to make sure we don’t spend more than we’re supposed to.”
“Is it different for other events?”
“For some events we have to think about a break-even point.”
“What’s that?”
Karla thought for a minute. “Your mom was telling me about the church where you’re having your ceremony. It’s pretty old and it needs a new roof, right?”
“Yeah. They’re always trying to raise money to fix it.”
“Well, if we were going to host an event to help them raise money, we would have to find the break-even point. If an event breaks even, that means that the money brought in covered the cost of having the event. But for a fundraising event, we need to do better than that. We want to raise money, not just cover our costs. So we have to find the break-even point and make sure we surpass it. If a fundraiser for your church roof needs to sell 10,000 tickets to break even, do you think that’s a good idea?”
Anna laughed. “No way! There probably aren’t even 5,000 people who go to the church.”
“Right. So we’d have to find an event that had a lower break-even point. If we could think of an event where we only had to sell 500 tickets to break even, that might work better.”
Anna picked up one of the papers on the table. “So is this my budget?”
“It’s a starting point for one,” Karla said. “That’s a generic budget for any kind of event. Your mom and I were just talking through it and deciding which of these things will matter for your event and which things won’t.”
“What does this mean? ‘Fixed expenses’ and ‘variable expenses’?”
Karla said, “Fixed expenses are the same no matter how many people attend. For example, you have to pay $300 to reserve your church for the ceremony. The church doesn’t care how many people you have coming—even if it’s just you and your family, it’s the same fee. That’s a fixed expense. A variable expense changes based on how many people are coming.”
“You mean like food and drinks?” Anna asked. “If we have 50 people coming, that will be one cost, but if we have 150 people coming, the costs will be higher.”
“Exactly.”
“But what are all these other pieces of paper?” Anna asked. There were six or eight different sheets of paper, all covered with her mom’s handwriting.
“We were looking at how different venues will affect our budget,” Karla told her.
Anna looked over the sheets. “How come some of these have different expenses listed?” she asked.
“Well, at one point you talked about holding your party in the park, right? On the surface, it looks like that could save you some money, because renting one of these hotel ballrooms or banquet rooms is pretty expensive. But when we looked at the details, your mom realized that there are a lot of extra expenses you would have to pay if you had the party in the park.”
Anna thought about what she’d learned in AOHT. “You mean because the hotels already have the employees and stuff?”
“That’s right. The hotel will already have catering supplies, wait staff, parking valets, tables and chairs, and even the right kinds of insurance. If we hold the party in a park, we have to figure those things out for ourselves.”
“So how am I supposed to help you with this?” Anna asked.
“Let’s look over this sample budget,” Karla said. “You can help me cross off the categories we don’t need and figure out which categories will be the most important for your event. Okay?”
“What’s this category?” Anna asked. “Contingency? I don’t have one of those.”
Karla smiled. “No, a contingency is a ‘possible event.’ Lots of event planners put a contingency section in their budget—sometimes as much as 10% of the total budget—so they can be prepared for unexpected events.”
“Ten percent is a lot of money, though! Why should I put aside 10% of my budget for something that might not happen?”
“You always have to be prepared for things that might go wrong. I mean, hopefully nothing bad will happen during your event. But if something bad does happen and you’re not prepared, that could really ruin the whole event. Imagine if you held your event in the park and it started raining! If you weren’t prepared for that, your dress could get ruined, the food could get spoiled, and all your guests would get wet. So having that contingency money can help us avoid problems like that. If we check the weather report and it says that rain is predicted on the day of your quinceañera, we’ll have some money left over to rent tents.”
“I guess that makes sense,” Anna said. “Event planners sure have to think about a lot of things.”
“That’s why people hire us—so we think about those risks and potential problems and they can just enjoy the party. We also have to be prepared for people who might get sick. Your mom said she was going to get your grandma at the doctor’s office, right?”
Anna nodded. “She has a heart problem.”
“Okay, so I need to make sure that I’m prepared in case your grandma doesn’t feel good. We have to be prepared for people who might have food allergies, too, or for things like somebody losing his wallet or somebody’s car being broken into. But that’s a discussion for another time. Let’s focus on getting this budget finished up.”





Student Resource 4.2
Reading: Event Budget Components
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You already know something about how an event budget works. Today, we’ll look at the specific components that make up most typical event budgets.
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This expense is not part of personal events, such as a party or baby shower, because the people hosting the party will do this work.
This expense is most common for large events, such as a conference or convention. The logistics—coordinating all the details of the event—are a lot more complicated and involve more people, not just the event planner.  
For smaller business/fundraising events, the work will probably be handled by an employee, such as an administrative assistant, as part of his or her regular duties.
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This kind of promotion is for business events, like conferences, and fundraisers, and it’s expensive. Personal events are “promoted” through invitations or word of mouth. But a large business or fundraising event that is open to the general public will be advertised or promoted, because it isn’t cost-effective to try to send individual invitations to that many people. The event planner may coordinate promotion or may work with agencies that specialize in event promotion.
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This expense is part of almost every event. Business events may use projectors to show presentations; some personal events may include slideshows, but almost every large event will need a microphone, speakers, and so forth so that people can address the crowd and everyone can hear them. 
Sometimes this equipment is provided by the venue, and sometimes it is provided by the entertainment (for example, a DJ brings his or her own equipment), but the event planner needs to make sure the proper equipment will be there on the day of the event.  
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A contingency is something that might happen; in event planning it’s something you hope doesn’t happen. Every event should have a contingency fund to cover this possibility. Generally, the larger the event, the larger the contingency fund. If you’re hosting a conference for 5,000 people, you’ll need a bigger contingency fund that if you’re hosting a dinner for 50 people. Also, longer events need a bigger fund (e.g., a weeklong seminar vs. a four-hour party).
Typical problems to be prepared for include: 
· The cost for an item (e.g., seafood for a meal) is higher than expected
· Weather problems or natural disasters, also known as forces of nature (e.g., storms, floods, earthquakes) 
· Strikes by employees (e.g., hotel employees, bus employees)
· Medical problems (e.g., allergy problems, heatstroke, heart attacks—a large enough event or an event that will attract people with health issues may need to have medical staff on call 24/7)
· Global events (e.g., terrorist events, political unrest)
· Crime issues (purses/wallets stolen, cars broken into, credit card information lost/stolen, websites hacked)
· Logistical problems (the entertainment doesn’t show up or the venue is double-booked)
· Crowd problems (the crowd is much larger than expected or the crowd gets rowdy)
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Whether it’s flowers, table centerpieces, balloons, tablecloths, chair covers, arches, or something else entirely, most fundraising and personal events will require some type of decoration. 
It is less common for business meetings or conferences, but even some conferences will have an awards ceremony or evening party that needs decorations.
For personal events, the host might take care of the decorations. Often the event planner does, especially if the decorations are more complicated than vases of flowers. The cost of decorations can vary enormously, depending on how elaborate they are.
[image: C:\Users\Mika\Documents\Pearson\2016\May\17\EventPlanning_Lesson4_Presentation_EventBudgets_051516\Slide7.JPG]
It may be a DJ, a live band, a performance or show, or a person giving a speech, but this expense will be a part of almost every event. Even large business conferences may include an evening party with entertainment.
How much the entertainment costs varies depending on the size and type of the event. Renting a DJ is usually less expensive than hiring a band, for example. The host for a small event could take care of finding and hiring entertainment, but often it is the event planner’s responsibility.
Also keep in mind that sometimes entertainment can include activities for attendees to do (like dancing, games, face painting). How much you focus on entertainment depends on the nature of your event. If your event is supposed to be fun, the entertainment needs to be really good. If your event is more serious or educational, entertainment can be a smaller part of your budget.
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Almost all events include some token from the event to bring home. Many personal events include a party favor, while business events commonly offer promotional merchandise (often called swag). 
A favor for a wedding or shower might be a candle, a picture frame, or a small bag of candy. Promotional merchandise from an event may be a T-shirt, a pen, a bag, or another item, usually printed with the company logo or slogan. These items are often donated by the company or a sponsor of the event. The event planner is responsible for this aspect of the event.
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This expense is part of every event. The type of food being provided will depend on the event, but every event will include some type of food. 
Longer business events (such as a conference) or personal events (such as a wedding) may include full meals. Shorter events, such as a cocktail party or baby shower, may serve snacks or hors d’oeuvres. 
Two things have the greatest impact on your costs: how much food you’re serving, and how it is served. Snacks or hors d’oeuvres are less expensive than a full meal. A plated meal—which means that guests sit at the table and are served by a wait staff—is more expensive than a buffet, where people help themselves and then sit down.
Keep in mind that the goal, theme, and timing of your event will have an effect on what you serve, too. For example, if you’re hosting an all-day workshop and you only serve a continental breakfast, people will be upset. A plated meal is considered more formal than a buffet, so if you’re having a really fancy party, people might expect to be served at their tables. These are all things you have to think about when making decisions about food and beverage.
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Depending on the event, there is a range of other expenses that an event planner needs to take into account. These include the event planner’s fee, paying for any extra staff or materials that the event requires, licenses for serving alcohol in certain venues, and taxes. Professional event planners need to know these details.  
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This expense is more common for large events or business/fundraising events. In some cases, the staff will be provided by the venue (e.g., wait staff at a restaurant), but that staff may need to be supplemented or supervised for specific tasks. For example, if there’s a special surprise to be served at the end of the regular meal that may require additional paid help, or if someone is supposed to go around to all the participants at a conference and offer assistance, that person would also be paid separately.
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A photographer is most common at a personal event, such as a wedding. Some events, like school dances, also include photographers.
Photographers/videographers also often work at large conferences because the conference wants photos/videos for publicity.
Photographers and videographers can be a large expense for an event.
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This will be an expense for almost every event, because people need to be invited, they need directions to the event, or they need the event schedule.
Nowadays, postage/mailing costs are reduced as more and more people can use email to send these materials around. However, an email invitation is still considered less formal; receiving a beautiful invitation in the mail can actually be part of what makes an event really special or memorable. Also, not everybody uses email on a regular basis, so most events will still have some postage costs.
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This will be an expense for almost every event. Most events will require printed invitations, and longer or more complicated events (such as a conference) may require brochures, programs, and so on.
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This will be most common for events where people need to reserve a spot in advance. These types of events include a business conference, a special public event, a music or entertainment event, or an event that is restricted to an invited audience only, such as a school prom.
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There are several reasons why you might need security at an event:
· If the event is invitation only and uninvited guests might try to attend
· If the event will have one or more famous/important guests (for example, actors, musicians, athletes, politicians)
· If the event includes expensive or rare items (for example, an auction, or an event held at a museum with valuable antiques/artwork)
· If the event is something that might have crowd-control issues (for example, a rowdy crowd at a concert or sports event)
· If the event is held in an area that is known for security problems
· If the event is controversial and protesters might try to attend
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This will be most common for large events (such as a conference or a large wedding), because those are the most complicated to set up for.
Sometimes the venue rental fee includes setup/takedown of basic things. For example, renting a restaurant banquet room could mean that the restaurant staff will set up the tables and chairs and set the tables with dishes. However, if the event requires floral centerpieces or other details, the restaurant staff wouldn’t necessarily handle that setup. So in the picture here, that elaborate centerpiece with birdcages and greenery would have to be set up by a florist or someone else—the banquet hall’s wait staff won’t do that.
In the large picture, someone had to set up every single one of those chairs, not to mention put the special covers on them.
Finally, the outdoor event requires extra setup. Whether it’s in someone’s back yard, a botanical garden, or a public park, the tables and chairs have to be set up and the tables have to be set.
Setup/takedown can be eliminated from a budget if someone involved in the event is willing to do it.
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Signage is not always necessary, but large events, such as a conference, or events held at a crowded venue may require signage to help guests find their way.
Signage is also important for events that have several things happening simultaneously—for example, an event like the Olympics, where many different sports competitions are being held at the same time.
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Venue costs are a part of every large event. If you rent a restaurant or a convention center, you’ll have to pay for that rental. But if you have the event at someone’s home, you will probably need to rent tables, chairs, silverware, and so on, for the entire party.
The venue cost can be a sizable part of an event’s budget. However, some venue rental fees cover several other items on our budget list. For example, a venue rental may cover setup and takedown as well as some of the equipment and staffing. Depending on the venue, it may also include food and beverage—for example, if you rent a restaurant banquet room.
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Student Resource 4.3
Notes: Event Budget Components
Student Name:							 Date:			
Directions: The chart below has some missing items. Your task is to fill in the blank spaces, which you can easily find because they are shaded light blue. If the “What It Is” column is blank, write in a description of what this budget component includes. If the “What Kind of Event Requires This and Why?” column is empty, fill it in with the appropriate information. You can also include more information. For example, which types of events include this line item? What are ways to cut down/eliminate this cost? What could make this cost higher? Budget line items are listed in alphabetical order. The first one has been completed for you as an example.
	Budget Component
	What It Is
	· Which Kind of Event Requires This and   Why?
· Other Information about This Cost

	Administrative overhead
	This cost covers the expense of administering the event— making photocopies, answering phones, and so forth. 
	· Not part of personal events, such as a baby shower, because the people hosting the party will do this work.
· Most common for large events, such as a conference or convention, because a big event needs more people to work on it, not just the event planner. 
· For smaller business/fundraising events, a regular employee can do it as part of his or her regular duties.

	Advertising, public relations, and promotion
	TV, radio, or print ads, Internet marketing, sending out press releases, and generally promoting the event
	





	Audiovisual equipment
	A microphone, speakers, a projector, a movie screen, and so on 
	 





	Contingencies
	Planners allow a portion of the budget—up to 10%—for unexpected problems.
	





	Decorations
	






	This is less common for business events, but is almost always a part of a fundraising or personal event. The type of decoration may vary, based on the theme of the event.

	Entertainment
	






	This expense will be a part of almost every event. Even large business conferences may include an evening party with entertainment. The size of the expense will vary depending on the size and type of the event.

	Favors/Souvenirs/Swag
	A take-home gift for attendees
	






	Food and Beverage
	Meals, snacks, bottled water, other beverages
	






	Other Expenses
	




	Every event includes these costs: taxes, insurance, the event planner’s fee.

	Personnel/Staffing
	





	This expense is more common for large events or business/fundraising events. In some cases, the staff will be provided by the venue (e.g., wait staff at a restaurant), but that staff may need to be supplemented or supervised for specific tasks.

	Photographer/Videographer
	A photographer who will document the event or a videographer who will record what happens.
	






	Postage/Mailing
	Anything that is mailed to attendees (e.g., invitations, registration packets) 
	






	Printing of Materials
	This can include brochures, invitations, posters, and anything needed at the event (e.g., programs, handouts).
	







	Registration and Ticket Services
	






	This will be most common for events where people need to reserve a spot in advance, such as a business conference, or an event that is restricted to an invited audience only, such as a school prom.

	Security
	Bouncers or private security agents
	








	Setup and Takedown
	People to set up/take down the chairs, tables, equipment, and so forth 
	








	Signage
	
	Signage is not always necessary, but large events, such as a conference, or events held at a crowded venue may require signage to help guests find their way.
Signage is also important for events that have several things happening simultaneously—for example, an event like the Olympics, where many different sports competitions are being held at the same time.

	Venue
	If you rent a restaurant or a convention center, you’ll have fees for that, but if you have the party at home, you will have other costs for equipment rentals, and so on.
	











Student Resource 4.4
Reading: Bidding for Event Contracts
Remember Anna’s quinceañera? Anna, her family, and Karla, the planner, had to think about a budget and the expenses for the event. Every event has a budget; every event has expenses. Now it’s time to consider another part of some events: contract bidding.
What is contract bidding?
A bid is an offer of a certain price for something. In event planning, a contract bid refers to offering to provide event services for a certain cost. A bid could be for the whole event or just parts of the event. Not every event involves bidding. Here are some examples:
Large events, such as conferences, may involve bidding.
Some sports events require bidding. Usually bidding is required to bring an important event, such as a championship, the Super Bowl, or the Olympics, to your community.
Corporate or business events often involve bidding because bidding gives a business the opportunity to make sure they are getting the best deal for their event.
Most personal events would not involve bidding, although some large catered events would.
What does bidding involve?
Imagine you are a corporate event planner for International Products, Inc., a paper goods manufacturer. Your company holds a weeklong conference for your sales and marketing staff from around the world every summer. This year the conference will be held in Toronto. You need to find a hotel in Toronto that can provide several meeting rooms of different sizes, hotel rooms for 90 people, and banquet facilities.
To get the process started, you would create an RFP, or request for proposals. The RFP specifies exactly what you are looking for, and is shared with Toronto hotels. The hotels could then choose to submit a bid based on your RFP.
How do you determine your bid?
Now imagine you work for a Toronto hotel. You are going to respond to this RFP from International Products, Inc. What do you have to think about?
First, you have to make sure that your hotel can offer what the RFP is asking for: in this case, meeting rooms, hotel rooms, and banquet facilities. Then you have to think about the price for your bid: how much will you ask International Products to pay for your hotel’s services?
Before you submit your bid, you will have to think about what it costs your hotel to provide these services. You will need to think about what your hotel might need to buy: food for the banquet, for example. You will also need to consider labor costs: how much will you have to pay your employees? Your bid has to cover your costs, but also make a profit. After all, if you just barely cover your expenses, you’re not helping your business to thrive! So you have to figure out your costs and then add profit in as well. 
On the other hand, you can’t add in so much profit that you lose the bid to another hotel. After all, imagine yourself as the event planner again. If you have two bids that basically offer what you need, you’ll probably take the lower priced one, right? One of the challenges of bidding on an event is trying to find the right balance between making a profit and offering a bid that is low enough to win the event! Creating profitable bids that win business is the name of the game.
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