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ABSTRACT

Analysis of Tourist Hotel Service Charges and Implications

Heejeong Han, Sooyeop Song

Hotel service charges appear to have been imposed following an administrative
directive from the Ministry of Transportation in 1979. Although there is no specific
provision in the Tourism Promotion Act, some four- and five-star hotels continue
to impose separate service charges. With growing public interest in tipping culture
and transparency in hotel pricing, there has been increasing debate about the
legitimacy of these service charges, which lack clear legal justification or regulatory
basis.

Most prior research on hotel service charges was conducted during the 2000s,
which does not adequately reflect the current situation or consider both domestic
and international cases. Therefore, it is necessary to analyze the current status of
hotel service charges and examine key issues to derive meaningful policy
implications.

This study aims to provide a comprehensive assessment of the status and
challenges associated with hotel service charges under the Tourism Promotion Act,
with the goal of offering foundational data for developing future policy directions
related to hotel service charge practices in the tourism industry.

To achieve the objectives of this study, the concept and characteristics of hotel
service charges, the taxation framework, notable international case studies, current
practices of service charge imposition in four- and five-star hotels in Korea, and
related key issues were examined. Additionally, user feedback was analyzed to

provide a comprehensive assessment of the present state of hotel service charges.
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The key findings are presented as follows:

First, hotel service charges are defined as a standardized additional payment
made by customers for the provision of hotel services. These charges were
introduced in 1979 with the intent to enhance service quality and reduce customer
inconvenience related to individual tipping. In Korea, there is no legal framework
mandating the payment of hotel service charges. Considering the functions and
limitations of these charges, varying perspectives have been observed among hotel
companies, employees, and customers regarding their implementation.

Second, hotel service charges in Korea have undergone significant changes over
time, shifting from being part of employees' base salaries to becoming integrated
into hotel revenue, with some hotels discontinuing the practice altogether.
Consequently, it is essential to analyze and understand the evolving market
conditions surrounding hotel service charges.

Third, in some Asian countries with cultural similarities to Korea, service charges
are imposed, whereas countries like the United States use a voluntary tipping
system for service payments. Therefore, ensuring transparency and providing clear
advance notice regarding service charges are essential to minimizing customer
confusion.

Lastly, regarding guests' perceptions of service charges, it is observed that
customers develop expectations about service quality when these charges are
applied. Consequently, effectively managing customer satisfaction and expectations
is crucial in the context of hotel service charges.

Based on these findings, the implications of this study are stated as follows:

First, while hotel service charges play an important role in compensating for
services provided and motivating employees, the absence of legal regulation allows
hotels to impose service charges at their discretion, which may lead to customer
confusion. Continued attention to this issue is necessary.

Second, ensuring the transparency and fairness of service charges is essential for
reducing confusion among both customers and employees. Third, efforts should be
made to enhance and maintain service quality in line with the service charges

imposed. Lastly, to minimize customer confusion, it is important for hotels to



clearly disclose service charges and the prices of hotel-related products and
services.

To facilitate policy discussions on hotel service charges, it is crucial to first
understand the current practices regarding how these charges are imposed. The
significance of this study lies in its provision of foundational data for policy
decision-making related to hotel service charges. However, due to the short-term
nature of the research, the study primarily focuses on assessing the current state
of hotel service charges. Consequently, the study has certain limitations in

addressing specific policy directions concerning hotel service charges.

Keywords

Hotel Service Charges, Service Charges, Tourist Hotel
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