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Preface

INTRODUCTION
This text introduces concepts of organization, communication,
ethics, and policy within a hotel. The primary focus is the front
office, housekeeping, reservations, and night audit departments.
Other departments are discussed to provide an understanding
of how these departments relate to the front office and how
they operate to enhance the guest experience. An introduction
of basic analyses, techniques, and trends both in policy and
technology will be reviewed as they relate to management and
the guest. This text is intended to give students a “real world”
perspective of the hotel industry. Front Office Operations and
Management balances the need to see where hotels have been,
and where they are going.

WHY THIS TEXT?
As an instructor, and hotel industry veteran, I felt the need to
write a text on the front office that portrayed the nature and
operation of hotels as they exist today, a text that revealed the
inner workings of a hotel in a way that both promoted learn-
ing and interest in the reader. This text prepares the student for
what to expect in the current and future hotel market. The
Property Management System has changed the way hotels
operate, therefore this text devotes extensive time to this tech-
nology. Because the hotel industry will always be about and for
people, this text devotes chapters to both the hotel guest and
hotel employee. The arrival chronology is discussed from
arrival to departure. Additional chapters feature analysis of the
physical makeup of hotels, yield management, and operational
techniques. Performance measurements and analysis of what
makes a truly successful hotel are discussed in detail. 

xv



SPECIAL FEATURES
This text is organized logically so that each chapter builds on the previous one.
Considerable effort was made to ensure that Front Office Operations and
Management was presented in a way that promotes learning and discussion.
Several unique features are incorporated to provide learning tools that
encourage thinking “outside the box.” These features include:

� “Industry Perspectives.” Industry professionals wrote this feature ele-
ment. They reinforce concepts and introduce new points of view.
Cutting-edge trends in the industry are discussed.

� “About My Job.” This feature, written by actual employees, relates
real-life viewpoints on various job roles.

� “Internet Resources.” This feature gives students Web sites to research
topics covered, either on their own time or as class projects. Numer-
ous opportunities are presented to incorporate the Internet into class
discussion.

� Numerous case studies, exercises, and critical thinking discussion
questions end each chapter. In addition, all chapters have ample re-
view questions.

� Dozens of photos, charts, and graphs illustrate and reinforce con-
cepts throughout the text.

INTERNET DISCLAIMER
The author and Delmar affirm that the Web site URLs referenced herein were
accurate at the time of printing. However, due to the fluid nature of the
Internet, we cannot guarantee their accuracy for the life of the edition.

INSTRUCTOR’S GUIDE
The Instructor’s Guide gives educators state-of-the-art tools to teach with, in
keeping with the timely nature of the text. The features of the guide include:

� Answers/talking points to discussion questions and exercises

� Suggestions for additional exercises, lecture topics, guest speakers,
and hotel tours

� Answers to end of chapter review questions.

� A test bank of additional questions (with answers) for each chapter,
as well as completed sample tests and quizzes.

xvi � Preface
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Hotels—
Past and Present

OBJECTIVES
After reading this chapter, you should understand:

� The historical origins of the lodging industry

� The various relationships between lodging ownership and management

� The three keys to a hotel’s success

� The importance of room sales

INTRODUCTION
The hospitality industry is a fascinating and ever-changing field. This area
of study can be very rewarding. Many concepts and innovations developed 
by the hotel industry have found their way to other fields. The student of 
hospitality gains insight into the intricacies of management, customer 
service, accounting, leadership skills, and food/beverage operations to 
name but a few. Hotels, due to the many disparate disciplines function-
ing under one roof, have been referred to as “miniconglomerates.”
Indeed, the successful hotel manager is easily able to change indus-
tries, as the many skills learned in a  hotel can be applied elsewhere.

1

1
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HISTORICAL PERSPECTIVE
In order to fully comprehend the intricacies of the modern hotel, it is impor-
tant to look at its origins. The history of lodging can be traced back to the civ-
ilizations of Sumaria and ancient Egypt.1 Indeed, the need for a place to stay
away from home is as old as the first nomadic traveler. 

Trading between cultures created the need for groups of people to travel
often great distances. Along these trade routes, certain stopping points became
favored out of necessity. An oasis in the desert or a mountain pass in winter
became logical places for trading caravans to rest. Areas where different trad-
ing routes intersected also became favored stopping points. These junction
points often grew into trading centers. Many junction points eventually
evolved into cities.

Along trade and caravan routes without junction points, a different type
of stopover location evolved. When traveling over vast distances, people were
limited by their mode of transportation and the supplies they could carry. A
journey segment is the maximum reasonable distance traveled in one day
along these routes using the transportation of the day. The length of a journey
segment by camel or horse was significantly longer than the journey segment
on foot. At these journey segments, lodging facilities became a need. They
were called relay houses in China, khans in Persia, and tabernas in Rome.2

Whatever they were called, these earliest lodging facilities began a tradition of
hospitality that endures today.

“A good traveler has no fixed plans, and is not intent on arriving.”
–Lao Tzu

As the history of lodging unfolded, innovations began to emerge. At
some point, innkeepers began to incorporate food and beverage service in
their operations. This led to a change in the way people traveled. No longer
did people have to carry enough supplies for an entire overland journey. They
simply needed enough to get them from one journey point to another.
Another development was the Roman network of roads that crisscrossed
Europe and parts of Asia and Africa. These roads provided fast and safe routes
for travelers, which created new junction points and journey segments. The
industrial revolution of the mid-1700s created new modes of transportation
that further changed the way people traveled.3

As the evolution of lodging continued, new facilities began to emerge as
an option for travelers. The wealthy and landed aristocracy of the world began
to view the many spare rooms in their castles and estates as sources of rev-
enue. Generating money in this fashion assisted them in maintaining these
expensive holdings. The best examples of this can be traced back to the English



Hotels—Past and Present  � 3

and colonial inns of the 1700s.4 Each fulfilled the need for housing of travelers
by renting spare rooms. The significant difference between the two was that
colonial inns offered rooms to anyone who could afford to pay, whereas
English inns were most often reserved for the aristocracy. Indeed, the word
hotel is the Anglicized version of the French hôtel garni, which translates into
“large, furnished mansion.”5

Another difference between the two was that English inns rented out
individual sleeping rooms, whereas colonial inns regularly offered large rooms
with several beds inside. This meant that English inns could offer private guest
rooms, whereas colonial inns were better suited for communal accommoda-
tions. Monasteries also provided accommodations similar to the colonial inns,
albeit in a typically more spartan environment.

The first lodging facility that can be directly considered a precursor of the
modern hotel was the City Hotel built in New York in 1794.6 It is a significant
milestone in the evolution of lodging because its sole purpose was to house
guests. All the previous inns were homes first, and lodging facilities second.
City Hotel’s 73 rooms made it quite large for its time.

The emergence of railroads and later the automobile played large roles in
lodging’s history because both dramatically increased the lengths of journey
segments for a traveler. For overland travel, the endurance of animals always
limited the length of journey segments. 

In 1829, Tremont House was built in Boston.7 This property was another
milestone in the early evolution of hotels. By the standards of the day, it was
considered the first five-star hotel. Highly trained staff, French Cuisine, and
luxuriously appointed rooms combined to give guests the finest hotel experi-
ence available ever to that point. Amenities the Tremont House offered, such
as in-room water pitchers and free soap, were considered revolutionary.

From the mid-nineteenth century to the early twentieth century, the
railroad became the dominant form of overland travel in America. As the
country expanded westward, the railroads brought people and supplies from
the east.  New junction points emerged along these railroad lines. These junc-
tion points eventually evolved into cities like Chicago and St. Louis. All along
these railroad lines, the various junction points served as trading centers that
needed lodging facilities. 

At about this same time, in the established cities in the east, the lodging
industry began its modern evolution. In 1908, Ellsworth Statler opened what
many believe to be the first “modern” hotel, the Buffalo Statler.8 It is consid-
ered to be the precursor of the modern hotel because of the many innovations
Mr. Statler incorporated into his product. These innovations, considered com-
monplace today, were revolutionary at the time. In addition to setting the first
real standards for cleanliness and guest comfort, these innovations included:

� Fire doors

� Installation of light switches inside the door so that guests could
enter a lighted room
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� Private bathrooms

� Key holes placed directly above doorknobs for easy access

� Circulating hot and cold water in each room

� Full-length mirrors

� Morning newspaper

“Necessity is the mother of invention.”
—Popular Adage

The Statler Hotel Company went on to achieve great success. Until the
1950s the Statler Hotel Company was a major force in the industry. It is iron-
ic that one of Mr. Statler’s two contemporaries would end up buying his com-
pany. The famous names of Mr. Statler’s contemporaries are Hilton and
Marriott. It was Conrad Hilton who would eventually buy the company of his
former rival.

In 1919, Conrad Hilton purchased his first hotel, The Mobley, in Cisco
Texas.9 In 1925, he built the first hotel to carry the Hilton name in Dallas. In
1938, Conrad Hilton opened his first hotel outside of Texas, the Sir Francis
Drake in San Francisco. By 1943, Hilton had properties from coast to coast.
In 1945, as World War II ended, Hilton purchased what was the largest hotel
of its time, The Stevens, and renamed it the Chicago Hilton and Towers. In
1949, Hilton leased one of the most famous hotels of all time founded by the
legendary William Waldorf Astor, the Waldorf-Astoria. Hilton would later buy
the hotel outright.

In 1954, Hilton purchased the Statler Hotel Company in what was then
the largest real estate transaction to date. Throughout the 1950s and 1960s,
Hilton expanded domestically and internationally. In 1979, the founder,
Conrad Hilton, died. His son, Barron Hilton became president and continues
to run the company today.

The other contemporary of Mr. Statler’s who played a pivotal role in the
modern hotel industry is J. Willard Marriott. Mr. Marriott began as a restau-
rateur in Washington, D.C., in 1927.10 The Hot Shoppes restaurants owned by
Marriott became popular drive-ins. In 1937, Marriott, exhibiting his trade-
mark sense of innovation, offered the first ever in-flight food service to airlines
servicing the old Hoover Airfield in Washington. Eastern Air Transport served
Marriott’s first in-flight meal, which consisted of a choice of a ham and cheese
or chicken sandwich, coleslaw or salad, a cupcake, and an apple.11 Expanding
on the name recognition of his restaurants, Marriott opened his first hotel,
called Twin Bridges, in 1957. Marriott’s experience in food service gave his



Hotels—Past and Present  � 5

hotel restaurants a reputation for quality that added to the appeal of the hotel.
Throughout the 1950s and 1960s, Marriott expanded its restaurant and hotel
operations. In 1972, J. W. Marriott, Jr., succeeded his father as chief executive
officer. In the 1980s, Marriott divested itself of much of its food service hold-
ings, positioning itself as a lodging and contract services company. Today,
Marriott is a widely recognized name with several hotel brands under man-
agement (see Figure 1-1).

FIGURE 1-1

Marriott hotel exterior
(Courtesy Indianapolis
Marriott North Hotel)
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At about the same time as Conrad Hilton and J. W. Marriott were ex-
panding their empires, the U.S. government embarked on a massive expansion
of the nation’s highway system. Linking both coasts with direct superhighways
again affected the nature of lodging. People began to drive long distances for
vacations or to visit friends and family. 

One man, Kemmons Wilson, became frustrated with the locations and
varied quality of hotels on one such family driving trip.12 He created the Holiday
Inn concept to provide a clean, low-priced room for families like his. The first
Holiday Inn was opened in Memphis in 1952.13 Mr. Wilson saw the need to
expand this concept throughout the nation at various junction points and jour-
ney segments. He incorporated the theory of brand loyalty to his chain of
hotels. Brand loyalty is defined as the institutionalized preferences of a con-
sumer for a product or service based on a brand name or logo. Soon, people
knew exactly what to expect at a Holiday Inn, and would seek them out. Often,
people would drive out of their way to find the nearest Holiday Inn. Mr. Wilson
coined the popular phrase “The best surprise is no surprise.” This philosophy of
consistency has lead many to credit Kemmons Wilson as the founder of the
modern hotel chain. Mr. Wilson is widely considered to be the first hotelier to
put two beds in one hotel room. Mr. Howard Johnson, a contemporary of Mr.
Wilson, is said to have followed the same business model in the creation of his
hotels. Today, the Holiday Inn brand is part of the Six Continents Hotel Group.

MARKETPLACE
CONSISTENCY The McDonald’s restaurant chain is perhaps one of the most success-

ful examples of a corporation creating brand loyalty through con-
sistency. A consumer knows that a cheeseburger purchased in
Boston will taste the same as one purchased in Seattle. If the
consumer enjoys that cheeseburger, brand loyalty will cause the
consumer to choose McDonald’s again, especially when he or she
has no other familiar choices.

Another major name in the modern hotel industry also began in the
1950s, Hyatt Hotels. In 1957, Chicago-based Jay Pritzker purchased the Hyatt
House hotel located near Los Angeles International Airport.14 Hyatt Hotels
became the brand name, and the Pritzker family continued building small
hotels. In 1967, Hyatt opened the world’s first atrium hotel, the Hyatt Regency
Atlanta. This marked a turning point for Hyatt, and the industry as a whole,
as the 21 story Hyatt Regency Atlanta was a hotel that celebrated open spaces.
Most hotel architects of the time worked hard to eliminate extra space. Hyatt
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itself began developing larger, more luxurious hotels and stopped developing
smaller hotels. Today, Hyatt remains privately held by the Pritzker family, but
is a leader in the hotel and resort industry.

During the 1960s and 1970s, another milestone emerged. Smaller, non-
chain hotels watched as the major chains began to dominate the marketplace.
Companies like Hilton, Marriott, Hyatt, and others quickly achieved success
due to their brand awareness. In response, these smaller hotels realized that
they needed to band together to pool their resources. These hotels found that
by combining their individually small advertising budgets into one large one,
they could create awareness on their own. These referral organizations
emerged as an alternative to chain affiliation.15 The best known referral organ-
ization today is Best Western.

The 1980s marked another milestone in the evolution of the modern
hotel. The limited service hotel concept was introduced. Pioneers in this type
of hotel included Ray Schultz, who developed Hampton Inns. Detailed expla-
nation of the limited hotel concept is addressed in another chapter. The pro-
liferation of the limited service brands such as Econolodge, Motel 6, and Red
Roof heralded a new era of inexpensive, quality lodging. 

Only innovation and imagination limit the future of hotels. New con-
cepts are introduced regularly. Future texts will herald the pioneers of under-
water hotels or the first hotel in space. The World Wide Web, and its ability to
connect people instantly, is already being considered for its application into
hotel design. This limitless future is best reflected in the old hotel adage:
“Dreamers Wanted.”

LODGING MANAGEMENT ASSOCIATION
The present state of the hotel industry is as broad as it ever was in the past.
Variations in design, structure, and operation are immense. In studying the
modern hotel and how it operates, it is important to understand its basic man-
agement structure and how that structure is related to a hotel’s ownership
arrangement. This relationship between ownership and management is
defined as a hotel’s lodging management association. This association clas-
sifies a hotel at the foundational level. There are five basic lodging manage-
ment associations: owner-operated, owner-managed, independent, franchised,
and management contract.

Owner-operated hotels are historically understood to have been the
first type of lodging management association. As was reviewed earlier, the ear-
liest lodgings were offered out of people’s homes. A hotel that is run by an
owner and the owner’s family is considered owner-operated. The currently
popular bed and breakfast hotel is considered owner-operated because the
owner cooks the meals, cleans the rooms, and performs all such tasks.
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Commonly referred to as “mom and pop” hotels, owner-operated facilities are
limited by the size of the owner’s family. 

Owner-managed hotels are those where the owner has hired additional
(nonfamily) personnel to help run the property. These hotels can be large or
small. The overall management remains with the owner, but day-to-day oper-
ations can be in other hands. Many of the hotel chains we see today began with
a single owner-managed property. From that first hotel, they grew using differ-
ent management associations. Therefore, current owner-managed hotels cannot
be affiliated with a chain, as that would alter its management association. 

Independent hotels are also not chain affiliated. In these hotels, the
owner has no role in management or day-to-day operations. An independent
group of managers are responsible to the owner for the hotel’s performance.
This is a more common affiliation than the previous two. In situations where
a hotel is owned by a group of investors, an independently managed hotel
eliminates any potential conflict of interest. 

Franchised hotels are independently owned hotels that affiliate them-
selves with a chain. In a franchise agreement, the owner (franchisee) pays a
franchise fee to the chain (franchiser) in exchange for the rights to use their
name. In addition to the name, the chain provides standard operating proce-
dures and other guidelines on administration so that a consistent level of qual-
ity and service is maintained. The franchise hotel also benefits from national
marketing campaigns (utilizing television, print, and radio media) that might
be too cost prohibitive for an individual hotel to undertake. Another benefit
of franchising is access to a central reservations system (CRS). A central
reservations system provides the consumer with an avenue to locate a hotel
of choice in a certain location. Using an easy-to-find toll free number (such as
1-800-hotels-1) or Web site (such as <http://www.hyatt.com>), the CRS can
generate significant demand for a hotel through brand loyalty. The chain itself
is able to broaden its exposure in the marketplace without incurring the extra
costs of ownership through franchising. 

A concern with franchising for some chains can be the lack of control at
each hotel. With franchising, there are limited corporate mandates on opera-
tional procedures and quality levels. The franchisee has some freedom to oper-
ate independently. To address this, most franchise agreements have minimum
standards of quality and service written in them. A franchise hotel that fails
to meet these levels can be in danger of losing the right to use the franchiser’s
name. The use of a chain’s name, logo, and signage is often referred to as
“flying a flag.” When a hotel changes its association from one chain to another,
it is said to have been reflagged.

The cost of a new franchise differs greatly from chain to chain. Prospec-
tive owners must decide if the development and operational costs of their
chain of choice will suit their needs. Building a new franchise hotel or con-
verting an existing hotel into a new brand (reflagging) will require an initial
investment and on-going payments. Depending on the chain, these costs can
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range into the hundreds of thousands of dollars per room.16 Some of the costs
involved in operating a franchised hotel are:

� Construction cost per room

� Application fees

� Franchise fees (also called royalties)

� Marketing fees

� Reservation fees

Some owners who choose the franchise association do not want to be
involved in the operation of the hotel itself. In these cases, the owner can
leave the running of the hotel up to a franchise company. A franchise com-
pany will act as an agent on behalf of the owner and implement the franchise
agreement between the owner (franchisee) and the hotel chain (franchiser).
Some franchise companies have become very adept at running hotels under
the flag of a certain chain. Organizations such as White Lodging, Interstate,
and Columbia Sussex are examples of successful franchise companies. Their
expertise and experience at franchising hotels for a specific chain make their
services attractive to owners looking to franchise from that particular chain.

Hotels that operate under a management contract arrangement are
the most common in the marketplace today. A hotel under management con-
tract is similar to a franchise in that it is supplied with standard operating pro-
cedures as well as quality and service level targets. However, these hotels differ
in that they are actually operated by the company that supplied those standards.
Remember, a franchise hotel can choose its own management. 

The hotel chains offer most management contract agreements. Companies
such as Hilton, Marriott, and others offer management contracts in addition to
offering franchise agreements. Not to be confused with a franchise company,
which is actually a third party in the association, the company offering the
management contract is directly associated with the organization supplying
the operational standards and guidelines. 

The management contract association extends many of the same benefits
to owners that franchising does. In addition to the name brand, CRS, and mar-
keting efforts, the owner benefits from managers trained and supervised by the
management company itself. Because these companies administer so many
hotels under this association, they bring a wealth of experience to the operation
at all levels. The management fee is often greater than the franchise fee from the
same chain for this reason. With this association, the owner retains less control,
as the management companies require higher levels of autonomy. In exchange
for this autonomy, performance expectations may be higher (see Figure 1-2).

It should be noted here that hotel chains can be involved in the owner-
ship of a hotel. The ownership and operation of a hotel are not mutually
exclusive. Depending on the organization’s goals and corporate structure,
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ownership of hotels can simplify their operation. As was seen in the owner-
operated and owner-managed associations, there are some benefits to owning
the hotel you operate: greater autonomy, freedom, and the like.

However, corporate owned hotels are not as common as they once were.
It was discovered that ownership can expose an organization to potentially
volatile market factors, such as real estate fluctuations and interest rates. Stock
prices would be affected by these market conditions. Stock prices could be
depressed for reasons other than hotel performance. An analysis of an organi-
zation’s core competencies will reveal their strengths and weaknesses. Many
hotel companies realized that their core competency was in running hotels,
not owning them.

In an effort to address this issue, hotel companies began to reorganize.
The Marriott organization is one example. They split into two different enti-
ties. The first new organization, called Host Marriott, was created to handle
the ownership of the hotels and all their respective physical assets (i.e., build-
ings, equipment, land, etc.). The other, now called Marriott International, was
focused solely on growing the management contract and franchise segments
of their business. Indeed today, Marriott International operates the manage-
ment contract of several hotels owned by Host Marriott. As other chains came
to the same conclusions regarding core competencies, they too reorganized.

Hotel companies are not the only ones who offer management contracts
to owners. Nonaffiliated management companies are organizations with
no tie to a chain, but who also offer hotel management and operational ex-
pertise in much the same way a chain would (see Figure 1-3). Some owners
prefer these types of arrangements because they allow for greater flexibility in
operation. An owner seeking to retain a unique hotel identity may choose not
to be aligned with any chain. This situation is common with independent
hotels. The nonaffiliated management company typically cannot offer much in

FIGURE 1-2
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terms of national marketing or CRS support. However, these nonaffiliated
management companies can be very flexible in operations and more effective
at implementing change than the larger chains. The lack of a model to base
expectations on often allows for more freedom.

REVENUE SOURCES
In the hospitality industry, as in any other industry, a successful and profitable
operation is the ultimate goal. Hotel owners, managers, and employees all
play a role in achieving this goal. What exactly is meant by success in hospi-
tality? A successful hotel has maximized all its revenue sources to the best of
their potential.

A revenue source is the result of a product or service a hotel makes
available to guests for a price. The size and scope of these sources can differ
greatly from hotel to hotel. The majority of hotels utilize three main revenue
sources:

1. Sleeping rooms

2. Meeting/function space

3. Outlets/ancillary revenue sources

FIGURE 1-3
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Sleeping Rooms
A sleeping room is traditionally the main product of any hotel. A hotel’s pri-
mary purpose is to provide accommodations. A sleeping room is defined as
one of these accommodation units. The price of each of these units is called
the room rate. Therefore, the room rates collected from all the utilized, or
occupied, sleeping rooms are a significant revenue source. Occupancy is the
measurement of how many rooms are sold each night versus how many
rooms the hotel has available to sell. This measurement is viewed by the
industry as one of the most important to overall hotel performance.

Meeting/Function Space
In addition to the sales of sleeping rooms, many hotels incorporate the revenue
source of non-sleeping room sales. Different from sleeping rooms, meeting
rooms—or function rooms, as they are also referred to—are utilized for any
type of group function (see Figure 1-4). A group function can be a meeting,
meal, dance, exposition, or any other gathering of more than one person.

FIGURE 1-4

Meeting space (Courtesy
Omni Severin Hotel)



In addition, a group function must have at least 10 sleeping rooms per night
associated with it. The revenue sources from meeting/function space come from:

a. Selling the space for a specified period. These function rooms are not sold
as much as they are rented. The proceeds from the renting of these
rooms is called room rental. 

b. Providing the food and beverage service in these rooms. This revenue is
called banquet or catering revenue.

Outlets/Ancillary Revenue Sources
An outlet is defined as a food and beverage point of sale. Restaurants, bars,
lounges, room service, and other outlets can provide a hotel with significant
revenue sources (see Figure 1-5). Ancillary revenue sources are revenue
sources outside of sleeping rooms or food/beverage. 

An ancillary revenue source can be a hotel’s business center, golf course,
tennis center, audio/visual services, or gift shop. Other ancillary revenue
sources include products/services available inside the guest room that are sold
at a profit. These include in-room movies, minibars, and telephone service.
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FIGURE 1-5

Outlets (Courtesy Omni
Severin Hotel)



The revenues from outlets and ancillary revenue sources are generally tied to
the number of guests in the hotel. Therefore, the ability to fill the sleeping and
meeting rooms will lead to better outlet/ancillary performance.

The measurement of what a successful hotel entails is illustrated in
Figure 1-6.

The selling of the three main revenue sources in a hotel will dictate its
success. It is the room sales effort that fills the sleeping rooms on a nightly
basis. The catering sales effort endeavors to fill the meeting space. The combi-
nation of the two translates into sales in the outlets and ancillary revenue
sources. This three-sided relationship can be viewed as a hotel’s successful
sales triangle (see Figure 1-7).
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In hospitality, the financial health of a hotel is measured by the strength
of the three components of the success triangle. The base of any triangle needs
to be able to support the other two sides. Room sales, by definition, endeavor
to fill the sleeping rooms in a hotel. A fully occupied hotel dictates the total
hotel’s financial health. 

Profit Margin
The hotel sleeping room is the most profitable portion of all the products and
services sold in any given hotel because of the profit margin. Profit margin
is determined by comparing the sales revenue versus the costs incurred in pro-
viding a service or product. There are no concrete rules that dictate what a
hotel’s profit margin should be. Hotels differ widely, so their respective mar-
gins will do so as well. To fully understand why the sale of rooms is so vital,
one must conduct an analysis of the cost of a sleeping room sale. 

Room Cost
In room cost analysis, one must look at what it costs the hotel to keep a room
up and running in relation to what that room is sold for to the average guest.
The actual cost of providing a clean, comfortable room differs from market to
market and from hotel to hotel. The basic components that make up room cost
at most hotels are illustrated in Figure 1-8.

In combination, these may seem like potentially imposing costs, but in
reality, they make up a small portion of the hotel room rate. Again, the actu-
al numbers may vary, but in most markets, the cost of preparing and main-
taining rooms for sale to guests will range from $20.00 to $50.00 per night.
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FIGURE 1-8
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The following example relates this analysis to a fictional hotel.
Assume that ABC Hotel sells a room for an average of $150.00 a night.

The costs incurred by the hotel in preparing each room for sale may be:

Heat $3.00

Light $2.00

Power $2.00

Housekeeping $9.00

Engineering/Grounds $5.00

Debt service of owners $ .50

Marketing $2.25

Management costs $2.75

Corporate obligations $2.00

Taxes, etc. $2.50

Total:  $31.00

Compare this actual cost to the price sold (room rate) and the room cost
can be determined:

Room Cost = Actual Cost
Room Rate

= $ 31.00
$150.00

= 21.0%

Room Rate – Room Cost = Profit 

The difference between costs incurred and the sale price makes up the
profit margin. In order for profit margin analysis to be best understood, it is
helpful to compare it to the cost of other products sold in a hotel. As was
shown in the success triangle analysis, food sales in catering and the outlets
can be a large revenue source. Therefore, a look at food cost may be useful in
comparison to room cost. A common misconception in the hospitality indus-
try is to consider food sales as profitable as room sales. This is not the case, as
the following review of food cost reveals.

Food Cost
The difference between the profit margins of food and room sales is at the
heart of why room sales are so important. As we know, to determine profit
margin, one must first determine the costs incurred in providing the item.
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Food cost is defined as the cost of a particular food item in relation to
the price for which it is sold. This cost is often measured as a percentage. The
simplest way of understanding this is that the food cost percentage is the
percentage of the profit taken up by the actual cost of the item. Simply, divide
the purchase price of an item by the menu price and you have the food cost
percentage. The following equation is what you use to determine the cost:

Food Cost = Purchase Price/Menu Price

For example:

Purchase Price
Item (cost of meal) Menu Price Food Cost

Steak $5.95/ea. $22.00 27.0%

Chicken $3.95/ea. $17.95 22.0%

Caesar Salad $1.99/ea. $ 9.95 20.0%

(The prices and costs shown here are strictly for demonstration. These prices include
labor, overhead, and other fixed costs. They also include the total cost of the meal
including starch, vegetable, and beverage if applicable. The respective food costs reflected
the hotel’s cost in relation to the menu price.)

Hotel food and beverage operations are measured often in how well their
food costs are controlled in relation to profits. A high food cost could be the
result of a hotel not charging enough money for the menu items. Other rea-
sons for high food costs include waste, large meal portions, spoilage, and pil-
ferage. A very low food cost could mean that the hotel is overcharging for the
menu items in question. The actual measurement of too low or too high
depends in large part on the management philosophy of the property and the
market in which it is competing. For example, some hotels offer free break-
fasts to all guests. This would result in very high food cost because no profit is
being made on this service. However, these same hotels view this service as a
valuable amenity to attract guests, so the high food cost would be acceptable.
For the sake of analysis, food cost percentages in lodging operations between
30% and 50% are fairly common.

At first glance, one might assume that the percentages of cost between
food and rooms are fairly similar, which they are. Compare these figures
with the average room rates in the country and you will see that the sleep-
ing room has a much higher profit margin than does food. In the analysis of
percentages of cost, the amount not taken up by the cost of the item equals
the profit. 

Some in the industry prefer to view profit margin differently. The con-
tribution margin of a sale item (food, sleeping room, etc.) would not include
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fixed costs (such as heat/light/power, labor, etc.) in the calculation of profit.
Therefore, the contribution of the item for sale should be factored in before
pure profit can be calculated. However, most disregard the contribution mar-
gin analysis in lieu of profit margin. If fixed costs are considered up front, as
they are in the profit margin, it would save the extra step of analyzing them
after determining contribution margin.

If, as in our examples, the amount of the cost of a room or food is 20%
to 40%, then the profit is the remainder, which is 80% to 60%. Let’s look at
a comparison of profit margins:

Item Purchase Price Menu Price Profit Margin

Steak $5.95/ea. $22.00 $16.05

Chicken $3.95/ea. $17.95 $14.00

Caesar Salad $1.99/ea. $ 9.95 $ 7.96

Room Cost Room Rate Profit Margin

Sleeping Room $30.00 $150.00 $120.00

Extending this analysis further, assume that this hotel has 400 sleeping
rooms. If each room generates a profit margin of $120.00, the total sleeping
room profit on any given sold out night will be $48,000.00. The food/bever-
age outlets would have to sell 2,991 steak dinners or 6,030 Caesar salads to
make up the profit margin difference. This illustrates how room revenue can
be more profitable than food and beverage revenue.

Opportunity Cost
The preceding profit margin analysis demonstrated the importance of sleeping
room sales in a hotel. That profitability is only beneficial when the rooms are
sold. Sleeping rooms at a hotel are considered a perishable commodity. Each
night, when a room goes unsold, the hotel loses that opportunity to ever sell it
again. A hotel cannot regain that opportunity. This is called opportunity cost. 

Unlike a manufacturer of widgets, for example, who can make as many
widgets as they wish and store them in inventory until they are sold, a hotel’s
inventory expires on a nightly basis. A hotel has only 365 (days in the year)
multiplied by its number of sleeping rooms available for sale in a year. This is
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again where room sales differ from food sales. Catering sales and food/bever-
age sales in the outlets have two advantages:

1. Food sales can be ordered based on projected demand (upcoming group
meal functions, projected occupancy, etc.).

2. Unprepared food can be stored, if not sold, for future sale. Of course the
amount of time a food item can be stored will depend on many factors.
Even if that storage time is only one day, it has an opportunity to be resold.

The “Empty Room Theory” states that once a room goes unoccupied, it is
gone forever.

If we refer back to the example used in determining room cost and profit
margin:

(ABC Hotel has 400 sleeping rooms)

Room Cost Room Rate Profit Margin

Sleeping Room $30.00 $150.00 $120.00

The daily maximum room profit potential is: $48,000 ($120 ×× 400)
Weekly: $336,000
Monthly: $1,400,000
Yearly: $17,520,000

$17,520,000 is the maximum potential room profit that ABC Hotel could
make in a year. Each unoccupied room, in essence, subtracts from that num-
ber. It is understandable why hotel owners and managers focus so much effort
on occupancy.

Captive Audience Quotient
A hotel cannot have significant outlet/ancillary traffic or groups that con-
tribute to the catering revenue portion of the success triangle without occu-
pied rooms. Beyond the profit and opportunity cost differences, occupied
rooms provide a captive audience. 

A captive audience in hospitality is defined as guests who are staying
at the hotel and will, for convenience and lack of other options, utilize the out-
lets in the hotel. A captive guest will eat in the restaurant, use the business cen-
ter, and be part of or host a meeting at the facility as a function of this quotient.

The captive audience quotient applies to both outlet/ancillary sales and
catering sales. The captive audience guest is already there at the hotel. Free-
standing restaurants must attract their patrons to the facility before any sale
can be made. This is where the separation between relying on local traffic and
a captive audience is most apparent.
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A guest staying at a hotel is more likely, for convenience and other rea-
sons, to choose some outlet of the hotel (if it offers such services) at least once.
The appeal of room service and specialty on-site restaurants may be one of the
buying decisions that drive a guest to choose a particular hotel. Golf courses
and other recreational facilities can be of such stature that the guest chooses
the hotel for that very purpose.

The catering traffic at a hotel benefits by the same captive audience quo-
tient. Group related catering is measured by its contribution to the overall
catering effort, which is reviewed next. 

The group catering contribution is defined as the catering business
acquired by a hotel that has all, or a major portion of, the attendees staying at
the hotel itself. A local seminar may have few sleeping rooms associated with
it, so it is not group related. A major corporate convention may have all the
attendees staying at the hotel. All the functions that result from this group
(breakfasts, lunches, dinners, receptions, etc.) become group related catering
functions (see Figure 1-9). The group related functions contribute to greater
catering revenue.

The group catering contribution has a direct impact on the catering oper-
ation of a hotel. Periods of lower group occupancy in a hotel invariably result
in weaker catering performance. Lower group-occupancy levels dictate lower
levels of the group catering contribution. Non-group occupancy has no tangi-
ble effect on catering revenue. 
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FIGURE 1-9

Group catering (Courtesy
Indianapolis Marriott North

Hotel)



An argument can be made that a hotel can have a significant portion of
its business derived from local traffic—enough local traffic so as to significantly
impact both the outlet/ancillary and catering parts of the success triangle. This
rare situation may result in a hotel filling its meeting space with non–group-
related functions. In that instance, the hotel has precluded any group business
from booking because most groups have functions tied to their sleeping rooms.
With groups, most properties find it difficult to fill all their sleeping rooms.
Of course, having empty sleeping rooms means that the profit margins of
room sales will go unrealized.
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INDUSTRY
PERSPECTIVE Usage of Function Space

Jamie Doyle
Director of Sales and Marketing
The Marriott Indianapolis North

Meeting facilities and hotels are unique in that they have only
one opportunity to maximize revenue. Meeting space and function
rooms not sold on a given day can never be sold again. From a hotel
perspective, maximizing space so that every possible dollar made is
crucial. This is especially important in the relationship between
meeting space and sleeping rooms. Because groups almost always
need function space in conjunction with their sleeping rooms, a
hotel wanting to sell sleeping rooms needs to have space available.
From a meeting planner’s perspective, securing a venue that meets
every space need exactly is not always easy. In some cases, cre-
ativity is needed to meet both objectives.

If traditional function space is at a premium, one might look at
nontraditional options. Nontraditional function space can include
outdoor courtyards, gardens on the grounds, pool areas, lobby/foyer
areas, sections of a restaurant, and even tented parking lots. If both
the facility and planner are flexible, an urgent space need can
almost always be met.

Another way of maximizing function space is to make it dual-
purpose. Most groups typically use one room for their meeting, and
another for their meal functions. Groups that can, as we say in the
industry, “meet and eat” in the same room allow for that room to
serve a dual purpose. That, in turn, frees up another room to sell.

Overall, being creative to meet customers’ needs shows that a
hotel has the customers’ best interests in mind (see Figure 1-10).
Going above and beyond for customers creates loyalty, which as we
all know is worth its weight in gold.
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FIGURE 1-10

Unique function space
(Courtesy Crowne Plaza

Union Station Hotel)



CHAPTER ONE REVIEW
KEY TERMS
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junction points
journey segment
brand loyalty
referral organizations
lodging management association
owner-operated
owner-managed
independent
franchised
central reservations system (CRS)
franchise company
management contract
core competencies
nonaffiliated management 

companies

revenue source
sleeping room
room rate
occupancy
group function
outlets/ancillaries
profit margin
room cost
food cost
opportunity cost
captive audience
group catering contribution

REVIEW QUESTIONS
1. Explain the similarity and difference between English and Colonial Inns.

2. List and explain the five different types of lodging management asso-
ciations.

3. Explain opportunity cost and its impact on hotel room sales.

4. What are some of the innovations of the Buffalo Statler Hotel that made
it the precursor of the “modern” hotel?

5. Explain the differences and shared benefits of franchising versus man-
agement contract affiliations.

6. Name three in-room ancillary revenue sources for a hotel.

7. What is the Empty Room Theory?

8. Who coined the phrase “The best surprise is no surprise”? What did he
mean by it?

9. What innovation in hotel design did the Pritzker family implement?

10. What is a referral organization? What do they offer?



DISCUSSION QUESTIONS/EXERCISES
1. Compare the hotel industry to the airline industry. In what ways are they

similar and in what ways are they different? Do the airlines face a simi-
lar expiration of product? What factors could go into “airline seat cost”?

2. What were some of the major trade routes in Europe and Asia? Deter-
mine three major cities that grew out of those junction points. Research
the current hotel market in those cities and find a historic hotel in each.
Bring your findings back to class and discuss. 
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CASE STUDY Food Cost
The hotel restaurant in a city property is in the process of developing
new menus. The chef is excellent at creating exciting culinary options.
However, the pricing of the menu items needs to be analyzed. The property
owner will not allow a food cost in excess of 25%. Determine the mini-
mum menu price for each item.

Cost of
Menu Item Ingredients Minimum Menu Price

Stuffed Quail Eggs $5.13

Tomato Balsamic Salad $1.02

Pecan Crusted Trout $6.78 

Vegetable Medley $ .83 

Individual Sourdough Baguette $ .98 

Chocolate Torte $2.21

1. What is the total cost of this meal? 

2. What is the minimum menu price to maintain a food cost of 25% for
this meal? 

3. What other factors would you consider when determining the menu
price for this meal?



CASE STUDY Chain Histories
In this chapter, the histories of Hilton, Marriott, Holiday Inn, and Hyatt
were briefly discussed. Choose a different hotel chain and obtain any
printed materials you can about their beginnings and history. Answer the
following questions:

1. What is the name of the hotel chain you selected?

2. When was the hotel chain established?

3. What was the name of the first hotel in the chain?

4. Where was it located?

5. Who was the person or persons who started the chain?

6. How many hotels are now in this chain?

7. How long has this chain been in operation?

8. What types of hotels does this chain operate?

9. Where is the corporate office for this chain located? Has it changed
locations?

10. Have there been any mergers or acquisitions within this chain?

11. Does this chain have more than one brand in its repertoire?

12. What unique thing did you learn about this chain that you did not
know before?

13. Why did you choose this chain?

14. Describe the hotel in this chain that you would most like to visit.

15. Would you like to work for this hotel chain? Why or why not?

16. Is this chain publicly traded? If so, what is the current stock price?

17. What is the stock price history during the past 12 months?

18. What factors have been involved in any fluctuations over the past
three years?

19. What is the current focus of this chain?

20. What percentage of this chain’s properties are corporate owned?

Hotels—Past and Present  � 25
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INTERNET RESOURCES
Hotel Web Site Home Pages

The hotel industry of today is made up of numerous brands. The Internet pro-
vides an easy way to learn more about each of them and how they helped
shape the history of the industry. The following list highlights several different
hotel chain Web sites and the affiliated brands of each. Choose a site and look
for specific pages with relevant titles (such as “About Us,” “Our History,” or
“Press Releases”).

CHAIN NAME WEB SITE AFFILIATED BRANDS

Accor <http://www.accorhotel.com/> Accor
<http://www.sofitel.com/> Sofitel
<http://www.novotel.com/> Novotel
<http://www.mercure.com/> Mercure
<http://www.ibishotel.com/> Ibis
<http://www.etaphotel.com/> Etap
<http://www.hotelformule1.com/> Formule1
<http://www.motel6.com/> Motel 6
<http://www.redroof.com/> Red Roof Inns
<http://www.coralia.com/coralia/gb/index.html> Coralia

Adam’s Mark <http://www.adamsmark.com/> Adam’s Mark

Amerisuites <http://www.amerisuites.com/> Amerisuites

ANA <http://www.ananet.or.jp/anahotels/e/> ANA

Aston <http://www.aston-hotels.com/> Aston

Best Western <http://www.bestwestern.com/> Best Western

Cendant <http://www.cendant.com/> Cendant
<http://www.super8.com/ctg/cgi-bin/Super8#> Super 8
<http://www.knightsinn.com/ctg/cgi-bin/KnightsInn> Knights Inn
<http://www.hojo.com/ctg/cgi-bin/HowardJohnson> Howard Johnson
<http://www.villager.com/ctg/cgi-bin/Villager> Villager
<http://www.ramada.com/ctg/cgi-bin/Ramada> Ramada
<http://www.travelodge.com/ctg/cgi-bin/Travelodge> Travelodge

Choice <http://www.choicehotels.com/> Clarion, Comfort, Econo
Lodge, Mainstay Suites, 
Quality, Rodeway, Sleep

Dorint <http://www.dorinthotels.com/> Dorint 

Drury <http://www.druryinn.com/> Drury 

Elegant Resorts <http://www.elegantresorts.com/> Individually Branded 

Fairmont <http://www.fairmont.com/> Fairmont
<http://www.cphotels.com/cp.asp?loc=corp> Canadian Pacific, Princess
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Hotel Web Site Home Pages (continued)

CHAIN NAME WEB SITE AFFILIATED BRANDS

Fiesta Americana <http://www.fiestaamericana.com/> Fiesta Americana,
Caesar Park

Four Seasons <http://www.fourseasons.com/index.html> Four Seasons 

Golden Tulip <http://www.goldentulip.com/> Golden Tulip, Barbizon, 
Tulip Inn 

Harrah’s <http://www.harrahs.com/home/home.html> Harrah’s, Rio 

Hilton <http://www.hilton.com/> Hilton
<http://www.hilton.com/doubletree/index.html> Doubletree
<http://www.hilton.com/conradinternational/index.html> Conrad International
<http://www.embassy-suites.com/> Embassy Suites
<http://www.homewood-suites.com/> Homewood Suites
<http://www.hampton-inn.com/> Hampton Inn
<http://www.redlion.com/> Red Lion
<http://www.hilton.com/hiltongardeninn/index.html> Hilton Garden Inn 

Hyatt <http://www.hyatt.com/> Hyatt Regency, Park 
Hyatt, Grand Hyatt

Jameson <http://www.jamesoninns.com/> Jameson
<http://www.signature-inns.com/index.html> Signature 

Le Meridian <http://www.lemeridien-hotels.com/> Le Meridian
<http://www.forte-hotels.com/> Forte
<http://www.heritage-hotels.com/> Heritage
<http://www.posthouse-hotels.com/> Posthouse 

Loews <http://www.loewshotels.com/> Loews 

Mandarin 
Oriental <http://www.mandarin-oriental.com/> Mandarin Oriental

Manhattan East 
Suite Hotels <http://www.mesuite.com/> Individually Branded 

Marriott <http://www.marriott.com/> Marriott
<http://www.renaissancehotels.com/> Renaissance
<http://www.courtyard.com/> Courtyard
<http://www.residenceinn.com/> Residence Inn
<http://www.fairfieldinn.com/> Fairfield Inn
<http://www.towneplacesuites.com/js/Default.asp> Towne Place Suites
<http://www.springhillsuites.com/js/Default.asp> Spring Hill Suites

New World 

Metropolitan <http://www.methotels.com/> Metropolitan 

(continued)
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Hotel Web Site Home Pages (continued)

CHAIN NAME WEB SITE AFFILIATED BRANDS

Nikko <http://www.nikkohotels.com/> Nikko, JAL 

Noble House <http://www.noblehousehotels.com/> Individually Branded 

Omega <http://www.omegaresorts.com/omega_info/index.html> Individually Branded 

Omni <http://www.omnihotels.com/> Omni 

Outrigger <http://www.outrigger.com/> Outrigger 

Park Place <http://www.parkplace.com/> Bally’s, Caesar’s, Grand 

Radisson <http://www.radisson.com/RAD/RadissonHome/ Radisson 
0,2509,,00.html> 

Red Carnation <http://www.redcarnationhotels.com/> Red Carnation 

Regal <http://www.regalhotel.com/main.html> Regal
<http://www.millennium-hotels.com/> Millennium 

Ritz Carlton <http://www.ritzcarlton.com/> Ritz Carlton 

Rosewood <http://www.rosewoodhotels.com/> Individually Branded 

Royal <http://www.royalhotels.com/> Royal 

Sholodge <http://www.shoneysinn.com/> Shoney’s
<http://www.sumnersuites.com/> Sumner Suites 

Sierra Suites <http://www.sierrasuites.com/> Sierra Suites 

Six Continents <http://www.sixcontinentshotels.com/sixcontinentshotels> Six Continents
<http://www.interconti.com/> Inter-Continental
<http://www.sixcontinentshotels.com/crowneplaza> Crowne Plaza
<http://www.sixcontinentshotels.com/holiday-inn> Holiday Inn
<http://www.sixcontinentshotels.com/hiexpress> Holiday Inn Express
<http://www.sixcontinentshotels.com/staybridge> Staybridge Suites

Sonesta <http://www.sonesta.com/sonesta/sonweb2.nsf> Sonesta 

SRS <http://www.srs-worldhotels.com/> SRS, Steigenberger, 
Pan Pacific 

Station <http://www.stationcasinos.com/home/default.asp> Station 

Starwood <http://www.starwoodhotels.com/> Starwood
<http://www.westin.com/main.taf> Westin
<http://www.sheraton.com/main.taf> Sheraton
<http://www.fourpoints.com/main.taf> Four Points
<http://www.stregis.com/> St. Regis
<http://www.luxurycollection.com/main.taf> Luxury Collection
<http://www.whotels.com/> “W”

Summit <http://www.summithotels.com/> Individually Branded 



Hotel Web Site Home Pages (concluded)

CHAIN NAME WEB SITE AFFILIATED BRANDS

Super Clubs <http://www.superclubs.com/> Breezes, Grand Lido 

Swissotel <http://www.swissotel.com/index.html> Swissotel 

Thistle <http://www.thistlehotels.com/> Thistle 

Trump <http://www.trump.com/> Trump 

U.S. Franchise <http://www.usfsi.com/>
Systems <http://www.microtelinn.com/> Microtel

<http://www.hawthorn.com/> Hawthorne
<http://www.bestinn.com/> Best

Walt Disney <http://asp.disney.go.com/disneyworld/db/seetheworld/ Individually Branded 
World Resorts resorts/index.asp> 

Warwick <http://www.warwickhotels.com/> Warwick 

Wyndham <http://www.wyndham.com/default.cfm> Wyndham
<http://www.summerfieldsuites.com/> Summerfield Suites
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For additional hospitality and travel marketing resources, visit our Web site
at <http://www.Hospitality-Tourism.delmar.com>.



Hotel
Classifications

OBJECTIVES
After reading this chapter, you should understand:

� How hotels are classified by size, location, and product type

� Hotel rating systems

INTRODUCTION
Learning the history and evolution of the hotel, as was reviewed in the pre-
vious chapter, is the best way to begin the analysis of the industry as it is
today. The hotel pioneers discussed set the groundwork for many of the
designs, services, and amenities considered commonplace today. This 
chapter builds on that history by identifying the criteria by which hotels 
are classified. Identifying hotels by standard criteria allows for com-
parison and further understanding. Establishing a single criterion that 
could sufficiently identify all the hotels in the world today would be
impossible. Therefore, the generally accepted criteria for identifying 
hotels are based on three separate measurements. Those are hotel 
size, location, and product type.

2
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HOTEL SIZES
Modern hotels come in myriad sizes and shapes. It is difficult to compare or
understand the differences in hotels without establishing a standard size clas-
sification for the industry. While the understanding within the industry is to
classify hotels based on their number of sleeping rooms, the specific break-
downs will differ. Many in the industry use the following to determine a
hotel’s size based on its number of rooms.

Classification Number of Sleeping Rooms 

Small 1 to 150 

Medium 151 to 400 

Large 401 to 1,500 

Mega 1,501 and over 

As a general rule, management salaries increase as the number of guest
rooms increase. A larger hotel will theoretically be harder to manage (due to
a larger staff, more outlets, and a greater amount of meeting space), therefore
a manager of a mega-size hotel will probably make more in salary than a com-
parable manager of a medium-size hotel. Larger hotel sizes will also necessi-
tate a greater number of specialized management positions. A small-size hotel
may have one front office manager to oversee all front office employees. A
large-size hotel may have a front office manager as well, but reporting to him
or her may be the following: one or two assistant front office managers, sev-
eral front desk managers, valet manager, concierge manager, PBX manager,
bell captain, parking garage manager, numerous supervisors, and so on.

HOTEL LOCATION CLASSIFICATIONS
The location of a hotel is also important to its success. As in many other indus-
tries, the old adage “location, location, location” applies. Being cognizant of a
hotel’s surroundings provides the means to effectively market a hotel to the
community. Hotel location types are classified by physical positioning in
relation to the customers in the area and to their tangible locale. The four
main hotel location types are downtown, resort, airport, and suburban. The
following looks at each location type and the corresponding traditional busi-
ness mix.

Hotel Classifications  � 31
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Downtown
Downtown location types apply to hotels located in dense urban areas. This
doesn’t necessarily mean the city center, but most often does. Hotels that have
large clusters of corporate structures or office parks surrounding them can be
considered downtown location types regardless of exactly where in the city
they are located.

Traditionally, downtown hotels are located in the center of a city’s busi-
ness district, the “heart” of the corporate structure in any given city, if you
will. These areas will often include a convention center. 

A convention center is a locally funded, or privately owned structure
that caters to large groups and conventions for meetings of all kinds. These
centers will have their own staff of salespeople who sell their facility to vari-
ous market segments. The size and capacity of a convention center may allow
it to provide its own food and beverage service, or it may rely on outside
providers.

Many times, in classifying the location type of a hotel near a convention
center, the term convention hotel is used. The difference between downtown
or convention hotels, if they are both located near the city’s convention cen-
ter, is based on whether they cater to business related to the convention center
or not. Those hotels located in dense urban areas or office parks without a
convention center cannot be classified as convention hotels.

Resort
Resort location types can be classified as such only if they fulfill one of two
main criteria. 

1. A resort can be located near some sort of special attraction that attracts
guests for a reason other than the hotel itself. An ocean, natural wonder,
mountain, amusement park, or golf course can be that attraction. Warm
weather areas with plenty of sun can be a special attraction. Attractions
and their interest to people will vary from person to person. Special
attractions can be as varied as the city or country where the hotel is
located. The Grand Wailea in Figure 2-1 is a classic example.

2. Hotels that create their own special attraction can also be considered
resorts. Health spas, private golf and/or tennis facilities, expansive pool
areas, and other unique signature attractions created by the hotel
itself allow for the resort location classification. The signature attraction
is defined as an event, activity, or facility that is identified with a specif-
ic hotel. The golf course at the Doral in Figure 2-2 is an example of a sig-
nature attraction.

These resort hotels can be located anywhere. They can often boast of sig-
nature attractions that provide perceived value to the receptive customer. A
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FIGURE 2-1

Grand Wailea outdoors
(Courtesy KSL Resorts)

FIGURE 2-2

Doral golf course
(Courtesy KSL Resorts)
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receptive customer is one who is more likely to be interested in a product or
service than the general population due to personal interest or need.
Receptive customers may feel that they received a special return for their
money if they perceive a value in the product or service they purchased over
and above what the general population may perceive.

In the resort environment, this value can be derived from recreational
skill enhancement (some resorts offer “schools” that teach golf, tennis, skiing,
and other sports). Perceived value can also come from partaking in other sig-
nature attractions like celebrity health/beauty salons and unique restaurants.
The consumer will in many of these cases be willing to spend more money
than he or she normally would because of the perceived value of the product
or service.

The resort classification should only apply to hotels that fit these cri-
teria. There are a few hotels in the marketplace who use the term “resort” in
their name to, in effect, trick the customer into believing that they offer some
sort of special attraction. These types of hotels employ what’s called the
deceptive location classification. This practice most often occurs in the resort
location type. 

Resorts built near special attractions that are not their own may be at the
mercy of the attraction’s seasonality. Seasonality is the term used to define
the time of year when a special attraction is open or at its peak level. Terms
also used to describe seasonality are “in season” and “off-season.” Most attrac-
tions like amusement parks and ski slopes are open during a fixed time dur-
ing the year. Other attractions like a beach are open all year but are at their
peak during temperate weather months. Desert golf resorts are not in as high
a demand during the hot summer months as during the more pleasant win-
ters. The seasonality of these resorts dictates their demand level.

Airport
The airport hotel location type is perhaps the easiest to identify. Most major
airports in the world have one or more hotels located very close by. It can
be said that the special attraction of an airport hotel is the airport itself. The
airport provides a steady stream of travelers coming to and from the city at
almost all hours. 

Airport hotels commonly provide complimentary shuttle service to and
from the airport to make it convenient for the traveler. The hours of operation
in the restaurants, lounges, and other facilities may be longer than at other
location types in order to accommodate those travelers dealing with changes
in time zones and jet lag. Multilingual staff members are common at airport
hotels in major gateway cities to assist international travelers. 

Gateway cities are traditionally those located in an area that makes
them the first practical stop for an international flight coming into a country.
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In the United States, Seattle, San Francisco, and Los Angeles are considered
gateway cities for Asia and the Far East. New York, Boston, and Washington,
D.C., are gateways to Europe and beyond. Miami is a convenient U.S. gateway
city to South America. It should be noted that current improvements in airplane
technology are allowing for longer direct flights from cities not commonly con-
sidered gateways. Chicago, Minneapolis, and Atlanta are good examples of new
gateway cities that have emerged due to these airplane innovations.

Suburban
The suburban location type is perhaps the most common. Suburban hotels
are generally considered to be those that do not fit into the other three loca-
tion types. Given that criterion, it can be said that most hotels in the world are
actually suburban location types. These hotels are not located in the down-
town area or near airports. They have no special attractions to qualify them as
resorts. They are common on major roadways and near small office complex-
es. A large company headquarters or manufacturing site will often warrant a
small or medium-size suburban hotel with its own demand. The Marriott
Indianapolis North pictured in Figure 2-3 is an example of a suburban hotel.

FIGURE 2-3

Marriott North at night
(Courtesy Indianapolis
Marriott North Hotel)
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Suburban hotels often thrive in environments where the compression
of demand in the city lessens the importance of a hotel’s location type.
Compression of demand is the theory that the need for hotel rooms in a city
or geographical region will remain static and fairly constant in spite of what
the occupancy level is (see Figure 2-4). In effect, if one part of an area is sold
out, the demand for rooms will compress in such a way as to drive those look-
ing for rooms elsewhere. This compression often occurs first with downtown
and convention hotels. A citywide convention may take up all the rooms in
the downtown area, while the normal or average demand for transient and
other group rooms remains fixed. These people have no where to go but out-
ward from the downtown area. This compression leads to increased occupancy
for the hotels not normally affected by the demand in the downtown area.

HOTEL PRODUCT TYPES
In hotel classification, location types provide half of the equation. Hotel
product types will help complete the picture needed to fully analyze any hotel.
The service levels they provide as well as their target market define hotel
product types.

Service Level
This analysis of product types first entails understanding exactly what is meant
by service level. A hotel’s service level is measured by the amount of actual and
perceived consideration a guest can reasonably expect to receive. This is based
on the hotel’s reputation as well as by comparison with other product types. 

Consumers of all products experience different levels of service. A
favorite restaurant may make you feel special by using your name in a greeting,

Airport Resort
DemandDemand

Suburban

Suburban

Sold Out City Center
(Downtown Location Type)

Compression of Demand

FIGURE 2-4

Compression of demand
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or by reserving your favorite table. The grocery store that special orders some-
thing for you is providing a higher service level than the one that doesn’t. You
may know by reputation where to go in your area for the best auto mechanic
or barber. In many cases, you may pay more for the product you feel gives you
more in return. However, service level is not necessarily tied to increased cost.
A consumer perceives a value in receiving quality service.

In the hotel industry, the differences in service levels is often (but not
always) tied to incremental increases in cost. Figure 2-5 looks at the most
common service-level classifications and contemporary examples of brands in
the market today.

The examples in Figure 2-5 are listed in two columns, full service and
limited service, with the mid-market examples straddling both sides. The defi-
nitions of full versus limited service exemplify the differences in service level
we have been discussing.

Full-service hotels, by definition, provide their guests with services,
amenities, and facilities that they want or need to complete a total hotel expe-
rience. To varying degrees, these services can include, but are not limited to:

� Restaurant(s) on site serving breakfast, lunch, and dinner

� Room service

� Meeting space (sales and catering staff on site)

� Business center

� Health club/recreation facilities (see Figure 2-6)

� Bellstaff/Doorstaff

FIGURE 2-5

Service level

Current Economy
Market Examples
• Budgeted Inn
• Fairfield Inn
• Motel 6
• Red Roof Inn

Economy Budget Mid-Market Upscale Luxury 

Limited Service

Current Upscale
Examples

• Omni
• Marriott
• Hilton
• Westin
• Hyatt

Current Mid-Market
Examples

• Courtyard
• Holiday Inn
• Howard Johnson
• Ramada Inn

Full Service

• Best Western
• Econolodge
• Knights Inn
• Super 8 Motels

Current Budget
Market Examples

• Four Seasons
• Intercontinental
• Ritz Carlton

Current Luxury
Examples
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� Gift shop

� Complimentary services like bed turndown and newspaper delivery

� Lounge(s)/entertainment

� Suites, upgraded rooms

� Concierge lounge and services

� Executive or “business class” floors

� Express/video checkout ability

� In-room amenities such as: minibars, voice mail, data ports with
Internet access, work areas, oversize beds, sitting areas, toiletries, in-
room movies

� Security/loss prevention

� Shuttle services

Limited service hotels typically do not offer the above services. The most
notable differences are lack of food or beverage outlets and no meeting space
on site. They do offer a quality room and a good night’s sleep for a fair price.

FIGURE 2-6

Health club (Courtesy
Indianapolis Marriott North

Hotel)
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The mid-market service level was listed as being a combination of both
the limited- and full-service hotel classification because these hotels can vary
from one place to another. In one location, one may find a full-service mid-
market brand hotel; in another, the same brand may be of limited service.

As was stated earlier, the price versus service relationship is not univer-
sal. In most markets, the increasing service level will be tied to an increased
price (room rate). Differences will occur from location to location. The price
versus service comparison must be made within the same market. The prices
of a luxury hotel of the same brand may differ from, say, New York to Tulsa.
The local market factors such as competition, operating costs, and availability
will skew these comparative numbers.

Figure 2-7 illustrates the generic price versus service relationship in rela-
tion to the different product types. (Please note: The differences in price are
not universal. The price relationships within the same markets could mirror
Figure 2-7, but anomalies may occur. Factors such as real estate costs, labor
costs, and others can affect these relationships.)

Target Market
Service levels are helpful in understanding half of the product type. The other
component of that knowledge is the target market. A target market is a
(combination of) market segment(s) the hotel wants to penetrate. The target
market can be inherently tied to a product type or specifically designated by a
marketer as a new focus.

In the modern hotel market there are vastly different target markets
available. These markets contribute to each hotel’s available business mix. The

Economy Budget Mid-Market
Product Type Service Classifiers
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FIGURE 2-7

Cost versus product
relationship
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target market is comprised of those consumers wanting a different type of
hotel room. The physical differences in the room itself—that is, product and
service level—reflect the differences in the intended target markets. Today,
those target markets can be summarized as in Figure 2-8.

Notice that the standard market examples listed in Figure 2-8 do not list
specific hotels. In fact, the standard target markets are comprised of the very
same segments that made up the classifications of service-level product types.
The standard target market itself does not differentiate between service level
and product types. Guests who are looking for a traditional hotel room (albeit
with varying degrees of service) comprise the standard target market. The
target markets that are looking for a different room product type are the ones
that will differ from the standard. The physical differences in the hotels set
them apart. These differences become apparent when looking at the target
markets that comprise those seeking different room types from the standard—
namely, extended stay and all suite markets.

Extended stay hotels provide their guests with services, amenities, and
facilities that they want or need to facilitate a long-term stay in one location.
To varying degrees, these services/facilities can include, but are not limited to: 

� Stove and/or microwave

� Refrigerator

� Dishes and kitchenware 

� Limited housekeeping services (not every day) 

� Grocery shopping service and, occasionally, business services

� Limited recreation facilities

• Economy
• Budget
• Mid-Market
• Upscale
• Luxury

Standard Extended Stay All Suite 

Current Standard
Market Examples

Current Extended
Stay Examples

• Embassy Suites
• Marriott Suites
• Hilton Suites
• Doubletree Suites

Current All Suite
Examples

• Studio Plus
• Residence Inn
• Extended Stay

America
FIGURE 2-8

Target markets



Often, the room rate at an extended stay hotel is based on the length of
the guest’s stay. The more nights a guest stays at a hotel, the fewer rooms it
must attempt to sell each night. That can be desirable if the hotel can fill with
many multiple-night guests. Therefore, most extended stay hotels reduce the
room rate in relation to longer guest stays. A guest can rent a room by the day,
week, or month.

The extended stay hotel target market is one of the fastest growing in the
industry today. They have become popular choices for individuals relocating
between jobs. Business travelers on extended assignments may find that
extended stay hotels feel more like home. The cost of an extended stay room
is often less than that of all suite hotels. They rarely have on-site food and bev-
erage outlets, but they are often built in locations that have nearby restaurant
options.

The all suite hotel, on the other hand, is targeted to the consumer look-
ing for a hotel experience rivaling the suites in upscale and luxury hotels. The
appeal of a suite can be attractive to more consumers. These all suites can have:

� Two or more rooms per suite 

� Varying service level 

� Limited on-site food and beverage facilities

� Complimentary receptions and breakfasts for all guests

The staffing levels at all suite hotels are generally leaner than those at
upscale or luxury properties. Breakfast inclusive rates appeal to many. The
reduced staff levels enable the rates at all suites to be more affordable than the
suite rates at upscale or luxury hotels.

In hotel marketing there is a need to define precisely the many variations
that can occur within the three main target markets (standard/extended stay/
all suite). The more specific the target market, the better a marketer can apply
resources to reach the intended consumer. These variations are no more than
combinations of service and product types. Combined target markets are called
hybrid markets. Hybrid market classifications allow the marketer to deter-
mine specific market segments within and amongst the main three market
segments. The combinations among those markets create numerous possible
hybrid target markets. Hybrid markets are generally more defined and nar-
rower in scope because they focus on a smaller, more specific mix of cus-
tomers. The standard target market, which comprises all the service product
levels, provides the starting point for analysis of hybrid markets.

The price relationships for hybrids will mirror Figure 2-9, with the econ-
omy and budget hybrids being on the lower end and the upscale and luxury
being on the upper end.
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INDEPENDENT HOTEL RATINGS 
Understanding the standard service level of a hotel will give guests a very good
idea of what to expect during their stay. The industry recognizes other classi-
fications for the level of quality and service at hotels. These ratings are useful
in further defining the service level at a particular hotel. 

In many foreign countries, the government plays a role in the service
classification of their hotels. A star system is primarily used to denote the level
of quality and service, with one star being the lowest and five stars being the
highest level. International travelers can be reasonably confident about what
to expect by using these stars as a guide. However, the criteria by which each
hotel is judged may vary from country to country. 

In the United States, the government does not play any role in classify-
ing hotels. This is left up to independent organizations. Magazines, associa-
tions, and other special interest groups issue ratings based on their own crite-
ria. In much the same way as carmakers tout their industry awards, hotels that
are awarded high ratings will be sure to do the same thing. Some independ-
ent ratings organizations incorporate ratings for food and beverage, others for
the quality and scope of the service and amenities. Still others issue judgments
on a hotel’s or resort’s ancillary offerings. The most recognized ratings are the
star system of Mobil and the diamond of the American Automobile Associa-
tion. The highest awarded level in each of these is 5. There are very few hotels
in North America that are awarded these distinctions. Each organization rates
tens of thousands of hotels/resorts annually, but the top level is awarded to

• Economy Long Term Stay
• Budget Long Term Stay
• Mid-Market Long Term Stay
• Upscale Long Term Stay
• Luxury Long Term Stay

• Economy All Suite
• Budget All Suite
• Mid-Market All Suite
• Upscale All Suite
• Luxury All Suite

Target market

Yields

Product Types

Economy   Upscale

Budget   Luxury
Mid-Market

Examples of Hybrid Market Formations

+ All Suite
Long Term Stay

FIGURE 2-9

Hybrid markets



less than fifty properties.1 A sampling of these independent organizations is
shown here:

Rating Organization Award Issued

American Automobile Association Diamonds (1 to 5)

Mobil Stars (1 to 5)

Meetings & Conventions Magazine Gold Key Award, Gold Key Hall of 
Fame, Gold Platter Award, Gold Tee 
Award

Successful Meetings Magazine Pinnacle Award, Pinnacle Hall of Fame,
Ace Award

Corporate Meetings & Incentives Paragon Award, Golden Links Award

Insurance Conference Planner Premium Circle Award

Medical Meetings Merit & Distinction Award

Association Meetings Inner Circle Award

Meeting News Planner’s Choice Award

Golf Magazine Gold Medal

Fodors Recommendation

JD Power and Associates Guest Value, Satisfaction and Service 

Condé Nast Traveler Gold List

Malcolm Baldridge Quality Award

Zagat Survey Ranking

Gourmet Magazine Survey Ranking

NOTES
1. Vallen, G., and Vallen, J. 1996. Check-in Check-out. Chicago: Richard D.

Irwin.
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CHAPTER TWO REVIEW
KEY TERMS
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location types
convention center
special attraction
signature attractions
receptive customer
seasonality
gateway cities
suburban
compression of demand

product types
service level
full service
limited service
mid-market
target market
extended stay
all suite
hybrid markets

REVIEW QUESTIONS
1. List the four hotel size classifications and their corresponding room num-

ber ranges.

2. What is the difference between the downtown and convention location
types?

3. What differentiates a full-service hotel from a limited-service hotel?

4. Why is a signature or special attraction important to the resort location
classification?

5. How do receptive customers perceive value in a resort setting?

6. What effect does seasonality have on a hotel?

7. Name the major East and West Coast gateway cities and the markets they
serve. What city serves as a traditional gateway to Latin America?

8. Explain the theory of compression of demand.

9. List at least 10 services/amenities identified with the full-service hotel.

10. Explain the principle behind target market analysis.

DISCUSSION QUESTIONS/EXERCISES
1. In your area, find and list a hotel that fits into each of the location clas-

sifications. Be sure to note the criteria that you used to make these deter-
minations (e.g., signature attractions). Are there any hotels you found
that you could not reasonably classify? Did you find any hotels that
employ the deceptive location classification?

2. What events or activities that occur in a downtown area could affect
compression of demand? Can compression work in the other direction?
What role can the local Convention/Tourist Bureau play in managing
compression of demand? Given the cyclical nature of supply and demand,
how many times would significant compression occur before construc-
tion of a new hotel would be justified?
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CASE STUDY Hotel Types
As was the case throughout history, the practice of establishing hotels as
areas of rest in relation to journey segments and junction points is in prac-
tice today—for example, roadside motels along stretches of highway, bed
and breakfast inns in areas of grand nature, high rise hotels in city centers.
List three external factors that would affect the success and profitability of
each property in this example:

Roadside Motel:

1.

2.

3.

Bed and Breakfast Inn:

1.

2.

3.

High Rise Hotel:

1.

2.

3.

Did you find any factors that applied to more than one type of property? 
Why or why not?

(continued)



CASE STUDY Hotel Types (concluded)

Choose two of the three examples. Find a hotel that fits each description
in your state. Call the properties and ask the following questions:  

1. What is the rack rate for a “standard” room?

2. What is included in this rate?

3. What amenities are offered at this property?

4. Are rates different on the weekend? Higher or lower?

5. What other hotels are in the area?

Compare and contrast the two properties you selected.
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The Hotel
Guest

OBJECTIVES
After reading this chapter, you should understand:

� Room sales differentiation between group and transient

� How guests can make a hotel reservation via different avenues

� How group and transient business is categorized by market segment

INTRODUCTION
The very reason hotels exist is to provide service to people. Fulfilling a 
need, whether it is a room for the night, or a meal, or an activity, a hotel 
is there to serve people. It is important to understand the nature of the 
hotel customer. The guest at any hotel can be from any walk of life. We  
now know how to classify hotels. Hotels themselves have, over time, 
developed their own unique way of classifying and categorizing their 
guests. By understanding who these guests are, and what their char-
acteristics are, a hotel can better serve them.

3
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ROOM SALES DIFFERENTIATION

The first chapter touched briefly on the nature of groups and their impact on
a hotel’s performance. The group catering contribution plays an important role
in food and beverage revenue, and also impacts the sleeping room sales por-
tion of the hotel success triangle. 

Occupancy, as was reviewed earlier, is the measurement of room sales
versus available rooms. The rooms that are sold fall into two types or categories:
group and transient. The combination of group and transient rooms makes up
the hotel’s occupancy.

Group Rooms
Group rooms originate from reservations that are made to bring more than
one guest into the hotel. A reservation is a booking made by a travel agent,
some other intermediary, or the guest for one or more nights at a hotel. An
intermediary is the person or entity that acts as a liaison between a guest and
the hotel. Intermediaries are also referred to as third parties. Group rooms
involve a series of bookings that correspond to specific functions. These func-
tions can be conventions, meetings, or other events held at the hotel or nearby.
Most hotels consider bookings of 10 or more rooms per night a group booking.

The purpose of the group room sales effort is to seek these group book-
ings and bring them to the hotel. A relatively recent development in the evo-
lution of the hospitality industry, group sales is counted upon to fill a certain
number of hotel rooms per night. The group base is the measurement of how
many group rooms are “on the books” on a given night. The groups reserving
this base are contractually obligated to arrive on a certain day and to fill a spe-
cific number of rooms. Therefore, a hotel can look to future group bookings as
a good indication of upcoming occupancy levels.

Groups, because they can be booked far in advance, are sought after. The
group sales team may reduce the room rate offered to a group in exchange for
the group’s contribution to the hotel’s overall base of rooms. The specific tools
used in booking groups are too detailed to address here, but it is important to
note that group rooms are often offered at lower rates. This distinction is
important when reviewing transient rooms, which is next.

Transient Rooms
Transient rooms are rooms that originate from individual reservations.
Business and pleasure guests who stay at the hotel for reasons unrelated to
functions being held there generally fill transient rooms. Transient rooms are
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non-group rooms. Transient rooms differ from group rooms in that there is no
way to predict when these guests will arrive. Individual reservations are made
at the guests’ discretion, so predicting their level on any given night is difficult.
Determining the most likely levels of transient demand entails looking at his-
torical data. In the transient sales arena, the individual booking cycle dictates
the historical transient demand levels. The individual booking cycle is the
time between when an individual reservation is made and when that reserva-
tion is due to arrive. The booking cycle can be anywhere from a few days to a
few months. The transient demand is low outside the traditional booking cycle
and increases drastically within it. Whereas the group base can be reserved far
in advance, the individual booking cycle can be more short term. Walk-in
reservations, which are made by guests arriving unannounced at a hotel
looking for rooms, cannot be measured as part of the booking cycle because
they are difficult to predict. However, walk-ins can play a major role in the tran-
sient demand at certain hotels, which is why they are important to understand.

A sample relationship between group and transient rooms at a fictitious
downtown hotel is illustrated in Figure 3-1.

This illustration is not meant to reflect a universal relationship. The
group and transient makeup of a hotel depends on many factors. Location
type, service level, target market, size, and other factors will alter the group
versus transient makeup. The room sales effort for both group and transient
rooms endeavors to fill up the hotel each night. Because the levels of group
rooms are known in advance, the transient effort knows exactly how many
rooms it needs to sell per night. In-depth analysis of this process is addressed
later in the reservations chapter.
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Transient Reservation Avenues
Any given hotel that wishes to minimize the opportunity costs associated with
transient sleeping room sales will incorporate as many reservation avenues
for the guest to utilize as possible. A reservation avenue is defined as a means
by which a guest is able to make a reservation at a hotel.

Hotels incorporate as many reservation avenues as possible. The greater
the access guests have to a specific hotel, the more likely they are to book. The
most common reservation avenues are:

� GDS system (global distribution system)

� CRS (central reservation system)

� Direct travel agent or travel management company contact

� Direct guest contact 

The Global Distribution System (GDS) is a network of travel and hospi-
tality entities that communicate via an integrated computer system. The most
common networks are called: Apollo, Sabre, Worldspan, and SystemOne. These
GDS computer networks were originally developed by airlines to link their
availability to travel agents. The ease of access enabled travel agents to directly
book flights. Now, through various fee arrangements, hotels and car rental
companies also link their individual products to the GDS systems. Any inter-
mediary can now book an entire itinerary for a traveler using the GDS system. 

A central reservations system, as reviewed earlier, provides the consumer
with an avenue to locate a hotel of choice in a certain location. Using an easy-
to-find toll free number (such as 1-800-hotels-1) or Web site (such as <http://
www.hyatt.com>), the CRS can generate significant demand for a hotel through
brand loyalty. 

Within the transient reservations process, travel agents and travel man-
agement companies act as intermediaries. These intermediaries make money
in one of two ways:

1. They may charge a flat management fee. Intermediaries acting on a
large company’s behalf typically make their money this way. Many large
organizations now utilize travel management companies to arrange all
their travel needs. This volume purchasing arrangement often entitles
the organization to discounts with certain suppliers. The travel manage-
ment company manages these relationships, which allows the organiza-
tion to focus on its core competency.

2. They are paid a commission. A commission (usually 10 percent of the
rate for hotels) is paid to travel agents by hotels, airlines, and other travel-
related suppliers to induce further bookings. Intermediaries booking
travel for individuals or small organizations most commonly utilize this.
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It should be noted that travel agent commissions have come under fire
recently, primarily by airlines. Airlines have instituted caps on the com-
mission paid to travel agents. Though most hotels continue to offer the
traditional 10 percent commission on the room rate, that could change if
the industry faces an economic downturn. 

Larger organizations often prefer to use the management fee method
because there is no direct benefit to their intermediary for using any spe-
cific supplier. The absence of direct remuneration eliminates any conflict
of interest.

Direct guest contact is another reservation avenue. The guests them-
selves can make reservations via phone, fax, or Internet. As the Internet grows
in popularity, its use as a reservation avenue grows as well. Most hotel chains
offer a direct booking capability on their home pages. A recent study predicts
that reservations made on the Internet will triple by 2005.1 Other Internet
sites also offer a variety of travel related services. See the end of this chapter
for a sample listing of Internet sites offering these services. 

All these reservation avenues are illustrated in Figure 3-2.
Understanding the nature of group and transient rooms is very important.

How group and transient rooms reach the hotel (reservation avenues) and
their general impact on rates is crucial to further understanding. In order to
fully exploit the benefits of group and transient rooms, it is important to
understand their characteristics. How are these rooms classified? That is best
understood by examining market segments.

Transient Guest
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Transient reservation
avenues
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MARKET SEGMENTATION
Group and transient rooms make up the demand for hotel rooms. This busi-
ness mix can be further analyzed. A market segment is a portion or segment
of the actual or potential business mix at any given hotel. Grouping this busi-
ness pool into segments with similar characteristics is called market segmen-
tation. Market segments can be grouped in many different ways. Market seg-
ment characteristics may differ from one hotel to another due to local market
factors. In various combinations, all hotel business can be classified into one
or more market segments. Both group and transient rooms have their own
distinct market segments. The main group market segments are corporate,
association, and SMERF. The main transient market segments are business
and pleasure.

Group Market Segments

Corporate Segment
The corporate market segment consists of for-profit companies. The corporate
market segment may have more money to spend than nonprofit or business
segments. As a result, corporate business is often more concerned with con-
tent than with cost. This market segment frequently pays higher rates than
others to ensure quality programs.

Association Segment
Associations are, by their nature, groupings of individuals or companies that
share common purposes or goals. In a way, associations are a market segment
within a market segment. Individuals can band together in association to share
ideas, hobbies, beliefs, or any number of things. Companies can band togeth-
er in association for research, educational, political, or public relations reasons.
This market segment may be more cost-conscious than the corporate segment,
because its members often pay for services out of their own pockets.
Associations can have very large memberships and require large facilities.

Other Segment
Most hotels’ group market segments that do not fall easily into the previous two
categories fall into this “other” category. Also called the primary market, this
segment consists of groups that have characteristics that set them apart from
the corporate or association category. This separation does not diminish the
quality or impact of this segment but rather affords it the attention it deserves.
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The other market segment has five primary components: social,
military, educational, religious, and fraternal (SMERF).

Primary Component Market 

Social Weddings, Proms, Fund Raisers, Bar/Bas Mitzvahs 

Military Reunions, Award Ceremonies 

Educational Continuing Education, Certification Classes, Training 

Religious Revivals, Enlightenment Gatherings 

Fraternal Fraternities, Sororities

These components meet for reunions, bonding, continuing education, or
any number of reasons. The SMERF components, which can be large or small,
tend to look for lower rates than the corporate or association segments. 

Group markets can be analyzed more deeply to separate the potential
business pool into even more defined and/or diverse subsegments, including:

Corporate Association Other

Manufacturing Local SMERF 
Construction State Tour/Travel 
Distribution Regional Cultural 

Retail National Sports 
Publishing International Seminars 

Health Government 
Insurance  

Media  

Transient Market Segments

Business Segment
The guest who stays at a hotel primarily because of its location in relation to
another organization is called a business transient guest. The general term
“business” can mean anything, but these guests have a primary purpose other
than relaxation and recreation. The business guest makes his/her hotel choices
based on many things, but one of the most common is called guest brand
loyalty. As was reviewed earlier, brand loyalty is defined as the institutional
preferences of a consumer for a product or service based solely on a brand
name or logo. Many hotel chains have implemented programs to increase this
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loyalty. These are called guest loyalty programs, and they offer various incen-
tives to the guest based on the frequency of their stays in a similar fashion to
airline frequent flier programs. 

These programs offer repeat guests earned points that can be redeemed
for some type of reward. These rewards can include free room nights, vacation
packages, and other such perks. Most programs grade customers based on vol-
ume usage. Those at top volume are often entitled to lower rates, upgrades,
and other amenities. Some business transient guests become so loyal to a hotel
chain’s program that they may pay higher rates or stay at a lesser-quality facil-
ity to earn points. Many of the larger chains offer incentive tie-ins with air-
lines and car rental loyalty programs so that a business guest may earn points
in multiple programs during one stay. Credit card companies also offer perks
for guests to stay at certain chains from time to time.

Pleasure Segment
The pleasure transient guest stays at a hotel because of its proximity to an
attraction and/or because of a signature attraction in the hotel itself. In the
previous analysis of resorts, it was shown that an attraction can be an ocean,
natural wonder, mountain, amusement park, a museum, or something else
that attracts people but is not associated with the hotel itself. A signature
attraction is an event, activity, or facility identified with a specific hotel. 

The similarity between the pleasure-transient guest market and the char-
acteristics that make up the resort location type are unique. It is because of
these shared characteristics that the pleasure guest makes up a significant por-
tion of the transient demand at resorts. The lagoon complex at the Doral,
shown in Figure 3-3, is an example of a signature attraction that appeals to the
pleasure guests.

FIGURE 3-3

Doral lagoon complex
(Courtesy KSL Resorts)



Resorts may cater to individuals, couples, or families, which often trans-
lates into higher weekend demand and weaker weekday traffic. Family resorts
may cater to their market by offering activities for children and more afford-
able rates. The term “family friendly” is often used in describing these resorts.

Figure 3-4 illustrates how both group- and transient-market segments
come together to make up guest room demand.

NOTES
1. Hotel & Motel Management, 216, 11 (June 18, 2001), Advanstar Publications.

CHAPTER THREE REVIEW
KEY TERMS

REVIEW QUESTIONS
1. Sleeping rooms are differentiated by classification into what two cate-

gories?

2. Market segmentation consists of what? 

The Hotel Guest  � 55

Association Group Transient

Pleasure

Other

Corporate

Business
Hotel
Guest
Room

Demand

FIGURE 3-4
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group rooms
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group base
transient rooms
individual booking cycle
walk-in reservations
reservation avenues

management fee
commission
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business transient
pleasure transient



3. How do the goals or motivations of the transient business guest differ from
those of the pleasure guest? 

4. What are the two entities commonly referred to as intermediaries for
transient reservations?

5. What five components make up the SMERF market segment?

6. Name some common corporate market subsegments.

7. Explain the unique relationship resorts and transient pleasure guests
share.

8. How do guest loyalty programs impact brand awareness?

9. List the most common reservation avenues.

10. Define the individual booking cycle and its impact on a hotel.

DISCUSSION QUESTIONS/EXERCISES
1. Guest loyalty programs are typically the most expensive portions of a

hotel chain’s marketing budget. Are they worth it? In what ways could
hotels create brand awareness and guest loyalty? 

2. What effect would the reduction or elimination of hotel commission
payments have on the industry? In other industries, such as the airline
industry, the effect to passengers has been minimal due oligarchic fac-
tors. What is an oligarchy? Would the limited number of suppliers in a
given hotel market have the same effect? Of course travel agents did not
appreciate this reduction in airline commissions. What effect could the
reduction of hotel commissions have on the travel agent industry?

3. Contact a hotel located in the downtown area of a city. Speak with the
Director of Sales to determine their group/transient mix of business. Of
the group business, determine what the primary segment is for them.
Give five reasons you believe they focus on this segment.  

4. Contact a suburban hotel located in the same city. Speak with the
Director of Sales to determine their group/transient mix of business. 
Of the group business, determine what the primary segment is for them.
Give five reasons you believe they focus on this segment. Compare and
contrast the two properties. Are these competing hotels? Are their mar-
kets the same or different? Why?
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CASE STUDY Market Segmentation
“The Golden Bay Star Hotel”

This case study is an opportunity for a classroom to analyze the market
segmentation situation of a fictional hotel. It has been organized in such
a way as to stimulate discussion. In order to get the most out of this case,
the participants need a thorough understanding of the first two chapters
of this text. (Note: This case study is a work of fiction. The names, loca-
tions, and situations are products of the author’s imagination. Any resem-
blance to actual persons, events, or organizations is purely coincidental.)

BACKGROUND
Hotel Name: Golden Bay Star Hotel
Product Type: Luxury
Location Type: Downtown—San Francisco, CA
Size: Medium (400 rooms)
Business Mix: Corporate Transient and Group

SITUATION
The Golden Bay Star Hotel was developed by a group of investors in the
late 1970s to be the premier luxury property of its type in the Bay Area.
The location in downtown was chosen for its proximity to the financial
district and art gallery community.

In its early years of operation, the Golden Bay Star enjoyed modest
success. But the ownership felt that better performance was possible.
They decided that name recognition was what they lacked. By 1982 the
ownership decided to affiliate the hotel with a national luxury manage-
ment company. The hotel and management company signed an agreement
that was renewable every five years.

For the next few years, the Star (as it is called) experienced record
revenue performance. The boom in the financial markets was reflected in
strong transient and group demand at high rates. The art market was
experiencing strong interest from individual and institutional inventors
from across the world. Auctions and other meetings were traditionally
held at the Star. All parties involved were satisfied with the arrangement.

By the late 1980s, accelerated hotel construction in the vicinity of the
hotel began to manifest itself. Properties of all product types and sizes began
to pop up all around the Star. Newly developed hotel concepts (the extended
stay and all suite) started to vie for the traditional business of the Star.

(continued)
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CASE STUDY Market Segmentation (continued)

After several years of declining performance, the hotel owners began
to get nervous. They needed to know why they were in this situation and
how it would be remedied. The ownership sent a representative, Tom
Anderson, to the hotel to monitor the situation. Tom met with the hotel’s
general manager, Shelly Burns. Shelly had been at the hotel for 10 years.
She had been on board for the period of exceptional performance, so
naturally as the leader, she had been lauded. She was not used to being
in the position of having to explain poor performance.

Shelly Burns was a “hands on” general manager. She involved her-
self in all aspects of operations and sales. She was so involved in sales
and marketing, she saw no need for a change. They had never needed to
advertise, and the sales office seemed to run itself. After all, she could
make those decisions if need be, so why incur the extra salary costs?

The senior sales person at the Star, Frank Nevins, had been on staff
since the opening of the property. He had long enjoyed a healthy relation-
ship with the local financial community. His contacts were renowned,
and he spent a great deal of time cultivating those relationships.

Tom asked Shelly to take a good look at the current state of the hotel.
He needed to report back to the owners and wanted a solid plan from the
hotel as to how it would improve performance. The owners were in the
fifth year of their current management contract and needed to act quickly.
He gave her one week to come up with a plan.

DISCUSSION
If you were Shelly, what would you do? This case presented background
on a fictional hotel, but these situations occur every day. As a group, or as
assigned, develop a plan for the Star. What factors should you take into
consideration?

Points to Consider
� The hotel’s age—a hotel new in the late 1970s is not new now.

Does that matter?
� Its location—the Bay Area was in a downward business cycle. Is

that cause for alarm? Shouldn’t trends be anticipated?
� Management contract—could the management company be to

blame?
� Target markets—what are the pros and cons of relying exclusively

on two market segments?



CASE STUDY Market Segmentation (concluded)

� Ownership—accountability to the owners only when a hotel per-
forms poorly is common. What can be done to improve the rela-
tionship?

� Competition—how is supply and demand affected? What impact
do the new hotel product types have on the Star?

� Management style——is it reasonable for a hotel general manager to
be involved in sales and marketing? When is new leadership most
needed—when the hotel performs well, or poorly?

� Sales direction—Frank Nevins spent a lot of time cultivating a
slumping market. Was that the best use of his time? How might he
better direct his sales efforts?

� Advertising—what kinds of advertising, if any, could be incorpo-
rated into the new plan?

Use these points as a guide to developing your own plan. Share the
results with others and see what different ideas you all can come up with.

CASE STUDY Theoretical Buying Decision
Question: “What can motivate a consumer to choose one option over

another?”

Background: A consumer has an empty tank of gas. He or she is equi-
distant from two gas stations. One is on the left, the other is on the right
(Figure 3-5A). Assume that they are both equally accessible.

What makes the driver choose the gas station on the right (Station B)
over the gas station on the left (Station A) (Figure 3-5B)? Is it a whim, or
is there an underlying goal? What makes the consumer choose between
two similar options?

This driver chose Station B for a reason, even if that reason is not read-
ily apparent. The driver may not even be aware of that reason. The motiva-
tion or goal of this driver may have included one or more of the following:

� Value—the price for gas at Station B may have been lower than
Station A.

� Quality—the driver may have wanted the performance enhancing
additives of Station B’s gas.

� Service—Station B attendants may wipe windows or pump gas for
the driver.

(continued)
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CASE STUDY Theoretical Buying Decision (concluded)

� Reputation—word of mouth or other forms of advertising may
have triggered the driver’s decision.

� Other factors—the driver may have sought out the convenience
store in Station B, he or she may have known the owner, he or she
may have gone there for years out of habit, he or she may have
chosen it because it was brightly lit or closer to home or any num-
ber of other reasons.

The preceding goals or motivators may have triggered the buying
decision in the driver, or something else may have. The point of this
case study is to prompt thought into what drives a buying decision. 

Hotel guests undergo similar processes when deciding on a hotel.
What could some of the goals be in the hotel buying decision?
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FIGURE 3-5B

Buying decision result

FIGURE 3-5A

Buying decision background

Station A Station B

Consumer

Station A Station B
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INTERNET RESOURCES
World Wide Web Travel Sites

Most of the following Web sites offer a full range of booking options that
include hotel, air, and car. Some serve as third-party wholesalers who buy
hotel rooms in bulk and then offer them on their Web sites for resale to con-
sumers. Others simply search out the Internet for best available prices and fares.

<http://www.travelocity.com>

<http://www.expedia.com>

<http://www.priceline.com>

<http://www.travelnow.com/usa/?cid=3462>

<http://www.travelweb.com>

<http://www.sundaynews.com>

<http://www.usahotelguide.com>

<http://www.funtastiktravel.com/AmericaHotels.html>

<http://dir.travelzoo.com/Lodging.asp?intCategory=21>

<http://www.skyauction.com>

<http://www.lodging.com>

<http://www.traveleader.com>

<http://www.hoteltravelnetwork.com>

<http://www.11thhourvacations.com>

<http://www.travelguys.net>

<http://www.hotelreservation.com>

<http://www.hoteldiscount.com>

<http://www.travelscape.com>

<http://www.hotel-accommodations.com>

<http://www.hotelbook.com>

<http://www.travelhero.com>

<http://www.hotelreservations.org>

<http://www.quikbook.com>
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For additional hospitality and travel marketing resources, visit our Web site
at <http://www.Hospitality-Tourism.delmar.com>.



The Guest Room

OBJECTIVES
After reading this chapter, you should understand:

� How hotel guest rooms are laid out and categorized

� How to determine a guest room’s status

� The impact of the Americans with Disabilities Act

� The differences in key control systems

INTRODUCTION
Hotels try to create a guest room that invokes a feeling of home in the occu-
pant. The layout of the bathrooms, beds, and other features are carefully
planned. Each area of the room mirrors a room in a home (i.e., bedroom, 
bathroom, office, etc.). Many hotels make a sizable investment in the 
design of rooms. They do this with the understanding that an appealing 
room invites a return visit.

The sleeping room is understood to be the main product for sale 
at any hotel. The importance of the sleeping room is evident when
looking at opportunity cost. As has been reviewed, each hotel has a 
limit on the number of sleeping rooms it can sell. Therefore, hotel 
owners and managers continually strive to maintain a high level of 
quality in each of their sleeping rooms. Renovations and repairs are 
an ongoing process in all hotels. Those hotels that do not maintain 
their guest rooms suffer in the long run.

4
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CATEGORIZING THE GUEST ROOM

The hotel guest room comes in myriad sizes and shapes. Hotels of differing
product types (service level and target market) each have differing standards
for the look and composition of their guest rooms. Location types can affect
the look of a guest room as well. Continuing analysis of hotel guests’ needs
and wants have shaped guest rooms over time. Today, the modern guest room
is created to meet a guest’s room preferences. Room preferences are defined
as the individual guest’s choice of room type, configuration, and designation.

Room Types
Room types are based on the intended number of occupants. The standard
room type is understood to be based on one occupant. This is called single
occupancy (see Figure 4-1). The single room type has one bed. Typically, in
North America, these beds are of queen size or larger. In Europe and Asia, it
is common to find smaller beds equivalent to the twin or full size.
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FIGURE 4-1

Single occupancy
(Courtesy Indianapolis
Marriott North Hotel)
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However, these room types set the foundation for specific room rates
covered later. Although not universal, single occupancy room rates will often
be lower than those with two people in a room, or double occupancy room
rates (see Figure 4-2). In some cases, hotels will combine the two and offer a
single/double occupancy rate.

Room types intended for three occupants are triple occupancy, and
quad occupancy house four guests. It is rare for a standard room to house
more than four people. Figure 4-3 illustrates these room types in architectural
drawing format.

Room Configurations
Whereas room types look at the occupancy makeup of a guest room, room
configurations look beyond the number of people. Room configurations
characterize the physical makeup of the guest room. In essence, room config-
urations look at differences in guest rooms within a particular hotel. How
hotels differentiate between room configurations is one important aspect of
how they determine sleeping room rates. For the sake of this discussion, the
following configuration analysis applies only to the standard target market.
An examination of the all suite and extended stay markets will follow.

FIGURE 4-2

Double occupancy
(Courtesy Omni Severin

Hotel)
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FIGURE 4-3

Room layouts (Courtesy
Indianapolis Marriott

Downtown Hotel)

King Room

Double/Double Room
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The ability to offer guests incrementally nicer configurations, called
upgrades, allows the hotel increased room revenue. Upgrades do not always
go hand in hand with a higher rate though. Upgrades are offered to VIPs or
regular, loyal guests. Disgruntled or unhappy guests can receive upgraded
rooms as a sign of good faith by hotel management. Upgrades to nicer room
configurations are often part of group agreements as well.

It must be noted that room configurations only identify the room itself.
Configurations must not be confused with what the hotel considers an added
value. Hotels that designate rooms with a particularly nice view, balcony, or
other amenity as added value may indeed charge more for those rooms.
However, the room itself remains the same. The configuration does not
change with the amenity alone.

The standard configuration is defined as the room configuration that
makes up the majority of the sleeping rooms at a particular hotel. Because
hotel chains and other affiliations differ in how they design their sleeping
rooms, the standard configuration needs to be hotel specific. This is analogous
to shopping for a new car. One can go into a dealership and look at varying
levels of options on the same make of car. The standard configuration can be
thought of as that car’s base model (without options). Some hotels refer to their
standard configuration as the run of house (ROH). The run-of-house rooms
are understood to be the greatest number of available rooms. 

It is becoming increasingly rare for hotels to refer to their sleeping rooms
as “standard.” Hospitality marketing executives have begun a trend to refer to
the standard configuration rooms as “deluxe” or “superior.” The thought
behind this trend is that consumers may perceive added value in these names,
resulting in a greater willingness to pay higher rates. The truth is, many con-
sumers realize the intent after staying in the room. If there is nothing that jus-
tifies the standard room being labeled differently, then it should remain as a
standard configuration.

The next level up from the standard configuration is the enhanced guest
room. The enhanced configuration is understood to include more ameni-
ties and/or services than the standard configuration. The enhanced configura-
tion is sometimes called a “concierge” or “business level” room. Most major
hotel chains and franchise companies offer some type of enhanced guest
room. The enhanced configuration carries a higher room rate than the stan-
dard. These rooms include everything the standard rooms do (whatever that
may be) plus additional amenities and/or services. The added amenities and
services may include:

� Upgraded soft goods (drapery, bedspreads, robes, etc.)

� Upgraded hard goods (nicer/larger work areas, larger beds)

� Upgraded amenities (bath soaps, mouthwash, lotions, etc.)
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� Items targeted to the business traveler (additional phones with long
cords or cordless phones, additional phone lines for laptop com-
puters, in-room fax machines, Internet access, coffee makers, access
to copiers and printers, discounted dry cleaning and shoe shine, etc.)

� Access to a private lounge (typically offering complimentary conti-
nental breakfast in the morning and hors d’oeuvres in the evening)

The final room configuration is called the suite. The suite configuration
involves a larger room (in terms of square footage) than the standard config-
uration (see Figure 4-4). Contrary to popular belief, not all suite configura-
tions include greater levels of service or more amenities than the standard. By
definition, the suite must only be larger than the standard. However, most
reputable hotels offer the same services and amenities to suites that they offer
to the enhanced configuration.

The suites themselves may be ranked within the hotel itself. Varying the
size of suites allows the hotel to charge an ever-higher rate for the bigger rooms.
Suites are identified by their size in relation to the standard configuration. The

FIGURE 4-4

Suite configuration
(Courtesy Indianapolis
Marriott North Hotel)
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names may differ from hotel to hotel, but the following is an example of how
the suite names change respective to the room size:

� “Jr.” Suite—the smallest room in the suite configuration. It is often
marginally larger than the standard room.

� Corner Suite—a suite that is located in the corner of the hotel build-
ing itself. This suite often takes up the same area that two standard
rooms would (see Figure 4-5).

� “Bi-level” Suite—also takes up more square footage than standard
rooms. Instead of taking the horizontal square footage of the corner
suite, they take up the vertical area of two rooms. These suites span
two floors or more to create very high ceilings.

� Hospitality Suite—intended to be more than a sleeping room. Hospi-
tality suites (or “hospos” as they are often called) are intended to

FIGURE 4-5

Corner suite (Courtesy
Indianapolis Marriott North

Hotel)
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entertain groups of people. They may include a kitchen and/or bar
area. Large tables make them conducive for small group meals or
meetings. The rooms themselves may take up the square footage of
three or more standard rooms. Often, a standard room opens to the
hospitality suite to serve as the sleeping portion of the suite. Called
connecting rooms, these rooms have doors that lock for privacy,
but can be opened up to give the suite even more area. Most hotels
also offer some standard configuration rooms that can connect to
one another. Those rooms are useful for families.

� Presidential Suite—sometimes called the “Chairman’s Suite” or the
“Royal Suite.” This suite is understood to be the best room in the
hotel. It must be the largest room and typically has all the best ameni-
ties and services the hotel can offer. It will always carry the highest
rack room rate in the hotel as well, but this suite is a very effective
upgrade. Hence, it is rare to charge full price for this suite. This suite
can be a very good incentive for large group bookings when offered
complimentary or as an upgrade to the group for their VIPs.

Figure 4-6 and Figure 4-7 illustrate even more variations on the suite.
Room configurations remain constant amongst all hotel target markets.

At first glance, the configurations for all suite and extended stay hotels may
seem to differ from those of the standard target market. In fact, room config-
urations do not assume any universal starting point. The standard configura-
tion is the category of guest room that is the most prevalent at a specific hotel.
Therefore, if the most prevalent configuration is a two-room suite, then that
suite is considered the standard configuration. All suite hotels in fact do have
enhanced configurations and in many cases larger suites as well. Of course,
the amenities of continental breakfast and evening hors d’oeuvres that many
hotels in the standard target market offer for enhanced rooms do not apply as
that is a standard offering in the all suite target market. All suite hotels do offer
corner rooms and varying levels of large suites that they consider upgrades.
The term suite is misleading in these cases as these upgrades are “suite
upgrades of suites.”

The extended stay target market uses the same philosophy. Perhaps the
majority of sleeping rooms at an extended stay hotel are small studio apart-
ments, or “efficiency” rooms (see Figure 4-8, page 72). The hotel in these cases
would consider those rooms the standard configuration. Any larger room
upgrades would fall into either the enhanced or suite category.

Room configurations are not limited to standard, enhanced, or suite. A
relatively new development in the industry has been to develop rooms that
are ADA (Americans with Disabilities Act) compliant. This configuration,
called disabled access, includes rooms that are equipped to make the overnight
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FIGURE 4-6

Other suites (Courtesy
Indianapolis Marriott

Downtown Hotel)

Marriott Suite

Hospitality Suite
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FIGURE 4-7

Other suites 2 (Courtesy
Indianapolis Marriott

Downtown Hotel)

Luxury Suite

Presidential Suite
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stay of the disabled guest more pleasant. The disabled access configuration
may include the following in the room:

� Raised beds

� Wider doorways (threshold of less than 0.5”)

� Telecommunication Devices for the Deaf (TDD)

� Voice activated digital dialing

� Clocks with larger and brighter numbers

� Lowered peepholes in the door

� Closed Caption televisions

� Elevated toilets

� Bathrooms equipped with metal handrails

� Roll-in showers (minimum of 36” × 60”)

� Visual alert smoke detectors, door knocks, telephones. and alarm
clocks

New hotels must be built with a portion of their rooms ADA compliant.
Older hotels are converting existing configurations into disabled access. The
ADA applies to the entire hotel, not just sleeping rooms. Meeting space,

FIGURE 4-8

All suite (Courtesy
Embassy Suites)



entrances, and common areas must all be ADA compliant. Public telephones
and water fountains must be lowered. Elevators should close slower in order
to allow the disabled time to enter. Most of the front desk configurations in
older hotels are far too high for those in wheelchairs; they must be lowered.
Main hotel entrances must have some form of automatic opening mechanism.
Hotels must make an effort to ensure that ample parking is reserved for the
disabled near the entrances and that all curbs have cuts for wheelchair access
as well.

Room Designations
The final remaining identifier for room categories is the room designation. The
room designation simply identifies whether it is a smoking or nonsmoking
room. In the early 1980s, hotels began to convert a portion of their sleeping
rooms to permanently nonsmoking rooms. These rooms are regularly deep
cleaned, filters on vents changed, and the air purified. In the beginning of this
trend, nonsmoking guests were even willing to pay a higher rate for these rooms.

Since the advent of nonsmoking rooms, hotels have begun to designate
more and more sleeping rooms as nonsmoking. It is common to find entire
floors of hotel sleeping rooms designated as nonsmoking. Today, most hotels
have a minimum of 50 percent of their sleeping rooms designated as non-
smoking. In some markets that figure is as high as 75 to 80 percent. A few new
hotels have even begun to experiment with entirely smoke-free guest rooms.

The combination of room type, configuration, and designation all come
together to create the specific room a hotel guest may seek. The guest’s room
preference, if met, will play a major role in overall satisfaction. Figure 4-9
illustrates how room preferences come together.
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Room Type

+

+
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Room
Designation

Room
Configuration

Guestroom
Preferences

Smoking
Non-Smoking

Single
Double
Triple
Quad

Standard
Enhanced Suite
Disabled Access

FIGURE 4-9

Room preferences



74 � Chapter 4

Room Numbering
Assigning guest rooms a number is the identification method hotels have used
for most of history. The way each hotel assigns its numbers is fairly straight-
forward. Each floor designates the first portion of the room number, the rest
of the room number is sequentially assigned on that floor. All rooms on the
third floor begin with a 3, and so on. Typically, the odd numbers are on one
side of the floor, the even numbers on the other side. The actual assignment
of the first floor is relative to the location of the front desk and lobby. Some
hotels have built their lobbies above ground level. If the lobby is on the third
floor, then the guest rooms will begin on the fourth floor, and so on. Whatever
pattern is begun with the initial guest room floor, it is carried on throughout
the remainder of the floors. This is to assist the hotel personnel in recognizing
individual room locations by the number alone. 

For example, a resort may number all the guest rooms facing the ocean
with low even numbers starting on the north side of the building. As the room
numbers progress down the hall they may finish with high even numbers on
the south side. Bellstand personnel, room service, housekeepers, and others
can find the room easier when they know exactly where it should be based on
the number (see Figure 4-10).

In North America, as in parts of Europe, the 13th floor is omitted in the
room count, even if the hotel has 13 or more floors. Due to the superstition of
the number 13 being unlucky, hotels will number their floors 11, 12, 14, 15.
The same can be said of individual rooms on a floor. Many hotels skip room
number 13 altogether. Parts of Asia feel the same way about the number 4.
Hotels in Asia may omit 4 as Western hotels omit 13.

Figure 4-11 and Figure 4-12 present hotel blueprints that, even though
the actual room numbers had not been assigned at the time these were made,
are useful in gaining a clearer picture on how guest rooms are initially laid out.

This foundation of understanding the guest room is very important to
the front office. Few hotels build every room in exactly the same way. The
hotel that minimizes the differences in rooms limits the number of people it

101 103 105 107 109

102 104 106 108 110

1st Floor Guest Room Corridor

Sequential Room Numbering

FIGURE 4-10

Room numbers
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FIGURE 4-11

Blueprints (Courtesy
Indianapolis Marriott

Downtown Hotel)
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FIGURE 4-12

Blueprints 2 (Courtesy
Indianapolis Marriott

Downtown Hotel)



will appeal to. Car manufacturers, for example, make several models of cars.
If everyone wanted the same car, these manufacturers would not need to
diversify their product lines. Hotel guest rooms can be viewed in the same way.

“A doctor can bury his mistakes but an architect can only
advise his clients to plant vines.”

—Frank Lloyd Wright

Room Status Reconciliation
The review of guest rooms was important to conduct before introducing the
next section. Hotels monitor each and every guest room very closely. They are
in business to sell rooms, and that includes each room type, configuration, and
designation. The most important aspect of this monitoring process is discern-
ing what guest rooms are available for sale and when. This is to avoid the obvi-
ous embarrassment of checking two guests into the same room, as well as to
maximize room revenue by selling every room as soon as it becomes available.
The hotel industry assigns a status to every guest room. Reconciling the guest
room status is the way a hotel is able to manage availability. 

Room status reconciliation is defined as ensuring that rooms are
properly designated by their current status, and assigned a new status as it
changes. Both housekeeping and the front desk maintain room status. Each
coordinates with the other to make sure that rooms are assigned, cleaned, and
assigned again to maximize room revenue, while avoiding a miss-assignment.
Room status categories/designations are grouped by the guest room’s state of
occupancy, state of cleanliness, and state of exception. The most com-
monly used room status codes are Occupied, Vacant, Dirty, Clean, Ready, and
Out of Order.

State of Occupancy

� Occupied—applies to a room that has been assigned to a guest and
that guest has checked in

� Vacant—the guest has checked out of the room

� Ready—room is available for new occupancy

State of Cleanliness

� Dirty—room has not been cleaned by housekeeping

� Clean—room has been cleaned but not yet verified as clean
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State of Exception

� Out of Order—room was removed from inventory for a specific rea-
son (e.g., repairs or renovation)

The room status can be thought of as the “life cycle” of a guest room.
Describing the status of a guest room requires determining its “readiness” for
new occupancy. Therefore, a hotel must know its current state of occupancy
and cleanliness. When determining a room’s state of occupancy and state of
cleanliness, a room status code is assigned. A room status code combines
both occupancy and cleanliness information.

Room Status Codes
Status Code Meaning

Vacant/Ready Available for sale. A “V/R” room status is the only
status a room can be sold in. 

Vacant/Clean Cleaned room, not yet inspected. All sleeping
rooms are cleaned by a housekeeper and then 
inspected by a supervisor or manager to ensure it
is ready for sale. These inspectors then change the 
code from “V/C” to “V/R.” 

Vacant/Maintenance A “V/M” room has been taken out of inventory for 
some reason. This is the code assigned to out-of-
order rooms.

Vacant/Dirty Guest checked out, not serviced by housekeeping 
yet. “V/D” codes take top priority in housekeeping, 
as they must be readied for resale. 

Occupied/Dirty Guest currently occupies the room, the night has 
passed, but room has not yet been serviced by 
housekeeping.

Occupied/Clean Guest currently occupies the room, and room has 
been serviced by housekeeping. Typically, there is 
no inspection for rooms cleaned during the length 
of an individual guest’s stay. The expectation is that 
all rooms are cleaned well, but an occupied room is 
generally easier to clean than one from which the 
guest has checked out. 

The life cycle of a guest room as reflected in these status codes is illus-
trated in Figure 4-13.
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Vacant/Ready
(V/R)

Occupied/Clean
(O/C)

Occupied/Dirty
(O/D)

Vacant/Dirty
(V/D)

Vacant/Clean
(V/C)

FIGURE 4-13

Room status cycle 



Chapter 11 focuses on housekeeping, where the room status plays an
important role in day-to-day operations.

GUEST ROOM MAKEUP
Most North American hotels have their guest rooms configured basically the
same. The product for sale is a place to sleep, so all guest rooms have a bed of
some kind. The other universal items in a guest room are phone, television,
and a bath. European hotels do not always include a private bath. Beyond
these basic items, hotels differ greatly. The guest room makeup often dictates
the hotel’s service level and target market. A hotel is given industry ratings
(stars and diamonds) based in part on the makeup of their guest rooms.
Service classifications (luxury versus budget or economy) are also based in
part on the guest room and what is inside it. Though these industry classifica-
tions place a higher emphasis on service levels, the physical room product is
also important.

Because of the vast differences in the industry, it would not be practical
to list every item that can go into a guest room. Bed sizes differ, often between
queen and king for single occupancy, to double or twin for double occupancy.
Furniture and other case goods differ widely. The year a hotel was built may
dictate the square footage of each standard configuration room. Older hotels
tend to have smaller rooms. 

Consumers have a basic understanding as to what they are purchasing
when they seek a hotel room. Unless they are seeking a facility for more than
just the room (as is the case with resorts that have a signature attraction) or
due to a group or convention meeting at the facility, the product is basically
the same. It is the amenities and services they receive with the guest room
that often distinguishes one hotel from another. National hotel chains spend
millions of dollars a year trying to distinguish their product from that of their
competitors. “Our beds are softer,” “our TVs are larger,” or “kids eat free” are
some ways hotels try to create interest in their product. Consumers make
their buying choices based on many reasons, but assuming that their guest
room preference is met, why they make that decision is the subject of much
debate.

The universal items create the starting point for guest room makeup (see
Figure 4-14). The standard configuration of every hotel room, though differ-
ing amongst hotels, always contains the universal items. Again, the standard
configuration for one hotel may be very different from another. The following
items may be included in a hotel’s standard configuration:

� In-room workstations (i.e., desk, lamp, chairs, etc.)

� Pull out sofa beds or Murphy beds. A Murphy bed is a bed that is
stored in the wall of the room and pulled out when needed.
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� One or more nightstands beside the bed(s)

� Vanity areas in or next to the bathroom

� Coffeemakers

� Irons and ironing boards

� In-room safes

� Closet(s)

� Dresser(s)

� “Blackout drapes,” which are a second set of drapery that darken the
room for sleep

� Clock radio or alarm

� Hotel collateral (i.e., room service menus, hotel facility summary,
safety information, chain brochures, etc.)
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FIGURE 4-14

Guest room makeup
(Courtesy Indianapolis
Marriott North Hotel)



� Selection of local phone directories and activity guidebooks

� Phones with a message light to indicate a waiting message. Most
hotels now offer in-room voicemail in addition to written messages
taken by PBX.

� Several chains offer retrieval of written messages on a closed-circuit
TV channel. These in-room TV offerings also incorporate other serv-
ices such as account review, summary of available hotel services, a
listing of meetings taking place at the hotel (called a readerboard),
and other services.

� The in-room television usually offers a selection of movies available
for viewing at the guest’s leisure. VCRs and DVD players are some-
times connected to the TV, or available for rental on request.

� Video games may also be available.

� Data ports are becoming universal in-room offerings as the use of
laptop computers increases for business travelers.

� Glasses and ice bucket

� An in-room “honor bar” is offered at many hotels of the mid-
market service level or higher. This bar is stocked with snacks and
beverages that are charged to the guest based upon consumption.

� Many hotels will deliver complimentary newspapers to the room
each morning.

In addition to these offerings, many hotels keep less frequently request-
ed or needed items on hand. In an effort to please as many guests as possible
these hotels may provide the following at little or no additional cost:

� An extra, portable bed (sometimes called a “roll away” cot) can be
brought into a room when the existing number of beds (one or two)
does not suffice.

� A small refrigerator may be brought into a room for a guest’s use.
Often they are needed to store food for special dietary needs and
infants. Some medicines may need to be refrigerated as well.

� A bed board may be available at some hotels to make a mattress
firmer and offer greater back support.

� Feather down pillows may be requested. Those hotels that stock each
guest room with feather pillows as a standard will offer foam pillows
to those guests with allergies to down.

� Cribs are often available as well.
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KEY CONTROL SYSTEMS
One of the most important features of a guest room is the lock on the door.
Guest security is very important, and hotels have been cognizant of that fact
for years. Key control systems are used to ensure guest safety by changing
the access to a guest room between guests.

In the past, key control systems were limited to basic metal keys. These
were easily lost and costly to replace (see Figure 4-15).

Key control systems eventually evolved into systems that were easier to
replace called key cards. These plastic keys resembled a playing card and were
filled with small holes on one end that the door lock could read when inserted.
Although an improvement over metal keys, they had to be replaced as well.
Another drawback to key cards was that they had the room name printed on it.
This posed a security risk for those guests who misplaced keys during their stay.

Modern hotels today use computer-controlled key control systems. A
credit card–type card is assigned a special code when activated by the front
desk. This key is preprogrammed with a guest’s arrival and departure infor-
mation as well as specific guest room information. These cards will only work
for the duration of the guest’s stay and only in a specific room (see Figure 4-16).

Upon departure, these cards can be reprogrammed for a new guest and
new room. If lost, the information can be erased easily. Another benefit to
these keys is that no guest room number is printed on them, therefore lost
keys pose no security risk.

As technology advances, so does the evolution of key control systems.
New key card systems are being developed with embedded memory chips and
multipurpose microprocessors (see Figure 4-17). These advancements over
the more traditional magnetic stripe allow hotels to better manage their key
control systems. Efficiencies are gained in improving security, while also
reducing the need to change door locks as often.
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FIGURE 4-15

Key access (Courtesy
VingCard)
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FIGURE 4-16

Key cards (Courtesy
VingCard)

FIGURE 4-17

Key programming
(Courtesy VingCard)
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INDUSTRY
PERSPECTIVE The Role of Architecture in Hospitality

Douglas Reddington, AIA
Principal, BSA Design

The basic definition of architecture is “the practice of building
design and its resulting products.”1 Architecture is the combining
of art and science to create buildings and space for people. More
than this, architecture has a profound effect on society as a whole.
The majority of people spend most of their lives in the built envi-
ronment we call architecture. The physiological effect of good or
bad architecture can be significant and long lasting. “Architec-
ture is a social art”2 on permanent display to the public. Archi-
tecture, unlike two- or three-dimensional art, is experienced by
the participant, not simply observed. Because architecture resides
in the public realm, architects bear a burden of responsibility
when designing buildings not only for their client but also for
the common good of society. This principle is very evident in the
hotel industry.

Architecture in its simplest and primary role provides for our
security, provides structure around us, and protects us from the
elements (rain, snow, heat, vermin, etc.). Beyond these basic re-
quirements, architecture can define who we are and what we
stand for. Armed with a proper design solution, a building can
project virtually any image. This can be a powerful tool for the
hotel owners who want to define who they are and display these
facts to the public. The selection of the proper architect for a hotel
project can make the difference in a successful building project.
For more information, visit the American Institute of Architects
at <http://www.aiaaccess.com>.

The location of a hotel relative to the traveler and his/her
place in their journey has been reviewed in this text. Therefore,
it has been established that location is a critical issue. Given that
a particular location may have several competitors, what will dif-
ferentiate one hotel from the next? Architecture plays a major
role in differentiating one hotel from the next. Name recognition
and branding play a major role, but architecture itself is a part of
the branding process. Combining the hotel’s physical structure
with the landscaping surrounding it comprises a hotel’s architec-
tural style.
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INDUSTRY
PERSPECTIVE
(continued)

Hotels will always be remembered for their architectural
style. Everything a guest does from the minute they arrive on the
hotel grounds and step into the building is affected by the archi-
tecture. This architecture is intended to provide for a guest’s needs
and comfort. In addition, the design and layout of a hotel creates
perceptions early in a guest’s stay. This is true at the most basic
level. For example, if the rest rooms are placed directly in front of
a hotel’s main entry, then the rest rooms become the guest’s first
impression of the hotel’s interior. The lobby requires rest rooms
to provide for the guest’s needs, but the layout and design of
these rest rooms could be poor. There is no amount of extra serv-
ice a hotel could provide to undo this negative first impression.

Architecture defines everything in the built hotel environ-
ment from the basic creature comforts of a guest room to the
ambience of the grand lobby (see Figure 4-18). The physical form
can subtly direct guests through the main entry and on to the
front desk. The architecture should be able to do this without the
use of signage and without being so forward as to be intrusive.
The basic requirements of the hotel must be properly designed
and the hotel’s values adequately reflected for the architecture to
be successful.

The architectural style can be so defining as to help attract
business itself. Examples of this would be the Swan and Dolphin
hotels on the Disney property in Orlando. Obviously, the entire 

(continued)

FIGURE 4-18

Grand Wailea lobby
(Courtesy KSL Resorts)
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INDUSTRY
PERSPECTIVE
(continued)

Disney facility is designed to attract crowds, but arguably the
Swan and Dolphin are even more popular than the other hotels
competing with them on the Disney campus. The bold architec-
ture and exaggerated features, such as the swan and dolphin
structures mounted on top of the buildings and the bold triangu-
lar shape of the Dolphin hotel, create an attraction within the
Disney attraction itself. 

Disney accomplished this by hiring architect Michael Graves.
Mr. Graves is a world famous architect responsible for designing
many famous works. Through his use of reinterpreted architec-
tural icons such as “columns, pediments, and arches,”3 Mr.
Graves is credited with developing the style known as post-
modern. “His buildings often combine whimsy and sophistica-
tion. Michael Graves was, perhaps, at his most playful when he
designed the Dolphin and Swan hotels for Walt Disney Resort
in Florida.”4 For more information on these works, visit <http://
www.michaelgraves.com>.

Throughout history, hotel developers have recognized the
value of architecture by enlisting the services of top-notch archi-
tects to design their buildings. For instance, American architect
Frank Lloyd Wright was commissioned to design the Imperial
Hotel in Tokyo in 1923. He also collaborated on the design of the
Arizona Biltmore, which was opened in 1929 and was known as
“the jewel of the desert.”5 The Arizona Biltmore survives today as
a premier destination resort (see Figure 4-19).

FIGURE 4-19

Arizona Biltmore
outdoors (Courtesy KSL

Resorts)
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INDUSTRY
PERSPECTIVE
(continued)

Today, the use of high-end architectural design is still com-
mon. An example of this is the recent development of the Jumeirah
Beach Resort in the Persian Gulf emirate of Dubai.6

The Jumeirah Beach Resort was designed as a destination
resort and features the Burj al Arab (Tower of Arabs) hotel and
the Jumeirah Beach Hotel. The resort was designed by W. S.
Atkins Consultants of Surrey, United Kingdom for the Chicago
Beach Resort LLC, Dubai, United Arab Emirates. The resort fea-
tures two signature hotels and a water park. The Burj al Arab is
a 1,053-foot-tall tower designed in the shape of a sail with a
stunning 600-foot atrium and constructed 1,300 feet offshore on
a man-made island. This makes it the tallest hotel in the world
and can be seen from miles around. The Jumeirah Beach Hotel
has a serpentine plan with a sleek profile designed to resemble a
breaking wave. The weather in this region of the world can be
inhospitable with occasional sandstorms and temperatures that
can reach 130°F. Clearly the attraction here isn’t the location, but
the bold and striking architecture. For more information and pic-
tures, visit <www.architecturemag.com>.

In contrast to these very high priced hotels, entrepreneurs
have developed a competitive solution. Development of smaller
hotels, or renovation and restoration of existing structures, has
paved the way for a new design style. They are referred to as
“boutique hotels” and are created for the “design hungry travelers
who can’t afford top of the line.”7 The Avalon Hotel in Beverly
Hills, the Hotel Burnham in Chicago, and the Hotel Le Germain in
Montreal are examples of these new boutique hotels. Their recipe
for success is the combination of an older building redesigned
into a unique, one of a kind, trendy hotel.8 Boutique hotel designs
are not limited to renovations. Chains like Hyatt have developed
brands that are built as boutiques from the ground up. Several of
the Park Hyatt hotels exemplify this design.

An example of renovating an older design into a boutique
hotel can be seen with the Avalon Hotel. The Avalon was a circa-
1950s hotel in need of repair. This hotel had a colorful history as
the sometime home of Marilyn Monroe and the occasional loca-
tion of the I Love Lucy show. In its redesign, the architects kept the
basic boomerang building concept but updated the image to
target today’s fashion and entertainment industries. They turned 
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