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1. Introduction

The hospitality industry is a business that focuses on services related to the reception
and guest service. This business consists of types of services that are based on the prin-
ciples characterized by friendliness towards guests and providing a quality experience.

First mention of the hospitality industry, which provides services such as accommo-
dation and food, can be found in manuscripts that scientists refer to the eras of ancient
Greece and Rome. One of these documents is the Code of the Babylonian King Ham-
murabi (about 1700 BC).

In the twentieth century, the hospitality industry flourished. The United States and
Europe were leaders in this field. New forms of organization of hotel facilities, such as

DOI: 10.4236/0jbm.2016.44066 September 7, 2016



http://www.scirp.org/journal/ojbm
http://dx.doi.org/10.4236/ojbm.2016.44066
http://www.scirp.org
http://dx.doi.org/10.4236/ojbm.2016.44066
http://creativecommons.org/licenses/by/4.0/

L. Krengel

uniting hotel chains in unions, were everywhere.

In today’s hospitality industry, competition is constantly increasing. To be competi-
tive in the market of hotel services, not only to maintain its market segment, but also to
expand it, hotel managers need to be in constant search of new forms and methods of
working with guests. The new philosophy of modern business is particularly evident in
the hotels belonging to international hotel chains. In Russia, the number of hotels that
belong to a particular chain is negligible. Most of the multinational companies have
headquarters in the United States or Europe.

The past few decades were the era of revolutionary changes for the hotel business.
The post-industrial society, which, according to economists, has formed nowadays, is
characterized by the growth of demand for all kinds of services, including hotels. Al-
most all organizations provide services. However, in relation to the hospitality industry,
service is the basis of economic activity. In Russia, the service sector is overtaking man-
ufacturing sector in terms of growth and the emergence of new types of services, in its
adaptation to the needs of the market and consumers. This is due to lower initial cost
compared to the production sphere. For hotels, this is not quite true, but the relatively
high initial costs pay off very quickly if there is a good market entry strategy.

Globalization is another important trend of recent decades in the field of market de-
velopment of the hospitality industry. The need to have their businesses in key global
markets has led to many mergers and acquisitions taking place since the late 1980’s and
until the present time.

In recent years, Russia has experienced a rapid development of the hotel industry.
However, quantitative growth is not always accompanied by a simultaneous increase in
the quality and level of service. Because of that, up-to-date domestic hotels are inferior
in service level to their foreign competitors—the international hotel chains of the East
and West. Moreover, this difference is a serious problem in the Russian guest service,
which only gets worse in the cities away from the main tourist centers. According to the
Ministry of Economic Development, nowadays there are about 4000 hotels in Russia.
More than 70% of them are not fitting any of the existing categories. In some cities of
the Russian Federation, the hotels do not meet all the necessary sets of requirements.

Leaders in the development of the hotel industry in Russia today are Moscow, St. Pe-
tersburg and Sochi. The hotel business in Kaliningrad, Tomsk and Volgograd regions,
the Urals, and Krasnoyarsk, is rapidly growing.

The system of hotel management corporations contributes to the creation of a num-
ber of advantages, which allow for a greater degree of tourism enterprises to improve
the quality of the tourist product, diversify the services offered within the market seg-
ment, and increase individualization of customer service.

Today, there are more than 300 hotel chains, from small to the “heavyweights”, that
include thousands of hotels.

The hotel that the researcher considers in this study is related to the so-called volun-
tary chain. This association is not a usual form; because it lets, their representatives
manage hotels independently. However, they provide support and open new horizons

for hotels and their owners.
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The researcher exams how becoming part of the chain affected the hotel’s financial
performance. Moreover, the researcher analyzes if there is a significant differences in
the hotel’s financial results.

This study focuses on the activity of an international hotel chain representative in
Russia. The aim of the study is to examine the previous and current state of the hotel,

and analyze advantages and disadvantages of joining the franchise.

2. Theoretical Framework

2.1. Globalization

Currently, tourism becomes increasingly global. Becoming a global tourist market is
accompanied by a powerful process of trans-nationalization, which finds expression in
the international interweaving of private capital, strengthening the ties between the
monopolies of different countries, and a wide development of transnational companies
in the tourist business.

Studies show that, the process of globalization includes several factors that affect
tourism. The ability to reach foreign markets, the development of transport system, and
evolution of technology all have a big impact on tourism industry. The increasing
number of tourists, business travelers, etc. causes changes in hotel industry and an in-
creasing number of accommodation facilities. To run a successful business and to in-
crease their power in the market, hotel companies need to expand. Nowadays, hotel
chains are the most forceful form of hotel business organization. The most substantial
factor of economic activity in this industry is proper management [1].

This new economic education leads to a higher level of concentration and centraliza-
tion of production and capital, as well as promotes the adoption and dissemination of
international standards of tourist service. A prime example of such economic entities in
the tourism sector is a global hotel chain.

Nowadays, the hotel industry is characterized by the increasing consolidation of the
leading international hotel chains. Companies want to create portfolios of brand hotel
chains to meet the needs of different categories of consumers. Thus, the company “Hil-
ton” includes nine known hotel brands: “Hilton”, “Conrad Hotels & Resorts”, “Doub-

SIS » o«

letree”, “Embassy Suites Hotels”, “Hampton Inn”, “Hampton Inn & Suites”, “Hilton
Garden Inn”, “Hilton Grand Vacations”, “Homewood Suites by Hilton”, and “The
Waldorf Astoria Collection”. A French company “Accor” owns brands from economy

»  «

to luxury class: “Formule 17, “Ibis”, “Novotel”, “Mercure”, “Pullman” and “Sofitel” [2].

2.2. History of Hotel Chains

A hotel chain is an association of hotel companies that have the same level of service,
the same set of services, similar design and approach to work with their guests and
working under the direct control of the chain management [3].

Usually, one hotel can give an impression of the others included in the same chain.
Thus, the hotels from the chain have the same submission, same system of standards

and services. Hotel chains may cover one or more countries, which means they can be
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national or international.

There are currently more than 300 hotel chains, with the total number of rooms
nearing 2,000,000.

A special role in the development of hotel chains belongs to the United States, since
it was there where they gained popularity and begun to spread throughout the world. In
1794 in the United States the first hotel was opened-the 70-room “City Hotel” on
Broadway in New York. In 1829, a hotel was opened in Boston. “Tremont” was the first
in the United States first class hotel-a corridor, reception, locks on the doors of rooms
(single and double) and even free soap for guests. This event marked the beginning of a
boom in the hospitality of this country [4].

By the early 20" century, Russia began to open excellent hotels, built according to
international projects and meeting all the requirements of that time. The process of de-
velopment of the hospitality industry in Russia has been adjusted during the Soviet pe-
riod, when the development of the hotel industry followed the five-year growth plans
under the state planning and therefore was isolated from world trends. As a result, by
the 1990’s the Russian hospitality industry was far behind the international standards,
and many people associated its revival with the arrival of international brands to the
country [5].

In the mid-90, several brands such as Marriott, Holiday Inn, Sheraton, and Kem-
pinski penetrated Russian market. However, foreigners have faced some problems in
Russia: a rare hotel was able to meet their strong standards that were built up in decades.

The Famous International Hotel Company has successfully begun to apply waste
scheme. They are quite aware that the ability to build their own chain gives them an
undeniable advantage [4].

“Radisson Hotel and Resorts Worldwide”, in addition to the hotel’s construction in
Moscow in 1991, opened a hotel complex in Sochi two years later. Somewhat later, they
added one more four-star hotel there—*“Lazurnaya Hotel Pia” that was aimed at skiers.
However, the interests of the corporation are much wider: “Radisson Hotel and Resorts
Worldwide” is trying to cover tourist and business centers of the former USSR by the
chain of hotels [6].

The American company “Best Western” represented the second largest chain in Rus-
sia and other former Soviet states. “Best Western” also extend their interests to the
North-West of Russia and the Baltic States. “Best Western” rapidly fills the niche of in-
expensive four-star hotels. It drew attention to the idea of a niche hotel, organized not
only for travelers, but also for business people. By implementing a tourist-class hotel on
the market of the Baltic States, the company began the development of this segment in
Russia [7].

In general, world’s major hotel chains entered Russia in the 90%, but their expansion
has not followed suit because of the serious social and economic problems that oc-

curred in our country in this period [8].

2.3. Types of Hotel Chains

The research shows that, to get the best position in the international market, there is the
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process of expansion of international hotel chains and establishment of new companies,
including well-known hotels. The goal of developing new hotel companies is to provide
financial resources for management, in order to improve their business standards [9].

There are three types of hotel chains: corporate chains, management companies, and
voluntary chain associations.

The first type, corporate chains are well known by their brand or trademark. The
biggest corporate chains established many brands-trademarks, which may best show
the quality of service provided.

Franchising and management contracts, as well as different standards of sales, in-
cluding companies from other economic branches and means, are used, because busi-
ness activities are done in different ways on the national and international levels [9].

The management company is an independent legal entity, associated with its ma-
naged objects by contract, and providing overall guidance and monitoring of common
standards’ compliance [10].

Currently, there is such type of contract as a franchising. In this case, a large compa-
ny (franchisor) transfers its rights to use the brand, marketing and booking systems, as
well as Operations Management System, to franchisees. They (franchisees) report to the
franchisor, maintain its standards of service and comfort, pay the fee of an agreed amount
of 3% - 4% of turnover, while also making a down payment of around 30% [11].

The franchisor leases its service standards, and with them their reputation as well as
its technology, within this contract. The franchisor helps the franchisee to organize ac-
tivities to promote the hotel product, to purchase equipment, and to train its staff.

The advantage of a hotel company that provides franchise is the fact that it provides a
significant amount of selling points in various countries without big investments. The
company distributes in the market with minimal financial risk. Leading corporate
chains are the largest donors [9].

The best examples are corporate chains such as InterContinental Hotels Group (86%
are franchised), Wyndham Hotel Group (out of 7.043 hotels, 7.016 are franchised),
Choice Hotels International (all the hotels are franchised), etc.

Third type is voluntary chain (association). The researcher will focus on this type
deeply. This type of chain bases its activities on providing global marketing services and
hotel reservations for independent hotels and corporate networks [11].

The origin of voluntary chains is associated with internationalization and globaliza-
tion of hospitality, especially the hotel business. Hotel companies join voluntary chains
when they are not able to follow the expansion of activities. The activities of voluntary
chains are associated with sales and reservations, advertising, promotional activities,
cooperation with airlines, other services, etc. [12].

The largest hotel voluntary chain in the world is the American chain “Best Western

International”, numbering over 4000 hotels and 270,000 rooms [13].

2.4. One of the Biggest International Hotel Chain in Russia

The biggest hotel chain in the world includes around 4000 hotel in more than 84 coun-
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tries by 2010. The company is a union of independent hotels with their own charm and
high service standards. Management of the chain lets chain’s hotels retain indepen-
dence in regards to the guest service, staff training, sales and marketing. On the other
hand, it provides its members with consultancy services, support, and its reservation
system.

In 2006, the company celebrated their anniversary—60 years.

The company provided an informational network for its hotels, where each of them
would support the others.

In 1976, the world chain included hotels of Mexico, Australia and New Zealand.

In 1979, over 15 million guests visited the chain’s hotels. The sales revenue reached 1
billion dollars.

In 1981, it was known as the biggest chain of independent hotels.

Nowadays, the company has 30 offices in four world regions. 2100 of 4000 hotels are
located in the United States of America, 244 in Europe, 309 hotels in Australia and New
Zealand, 85 in South and Central America, 63 hotels in Asia and the East, 7 hotels in
Africa.

In July 2011, the brand came to Russia. This brand has decided to engage one of the
Moscow hotels [14].

In this study, we would like to focus on the Moscow hotel, which is a part of the
largest hotel complex in Europe.

As per the information on the official website, the hotel offers 990 rooms of different
categories, from Standard to President Suite. Each room has a mini-fridge and air con-
ditioning. There is also an ironing room and a water cooler on every floor.

All rooms are equipped with electronic locks, mini-safes, and fire alarm system.

The hotel is ready to provide more than 2000 m” for banquets and conferences. Its
restaurant complex includes four restaurants, 3 banquet halls and two bars.

According to the interview of the hotel’s Director General to the RATA News, the
need for rebranding was due to the current market situation, in which the number of
hotels in the city was growing, so the flow of visitors in recent years has reduced, whe-
reby it became necessary to look for new opportunities for growth. The hotel needed a
recognizable brand, thus they went to one of the famous hotel chains. They assumed
that joining this chain would give an additional 15% of occupancy.

The process of preparing the hotel to join the international network took four
months. The monitoring showed high standards of hotel service quality, the number of
rooms and technical parameters that met the standards of the chosen chain. As a result
of visiting the “mystery guest’s” visit, the hotel has received a 93.3% rating of accor-
dance to international standards. Under the agreement, the hotel receives a brand,
technology, international standards of the chain, and the network, in turn, includes the
hotel in their international hotel reservation system [14].

In the year 2012, the hotel was certified as a four-star hotel. According to the website,
this promotion meant that the “hotel is thoughtfully designed to meet the needs of both

business and leisure travelers who are looking for enhanced style and comfort”.
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According to the company corporate website, the four-star type assures guests that
the hotel provides the following services and hotel amenities, as well as guest room
amenities, among others:

e Gym.

e Restaurants.

e Spa and massage service.

e Multilingual staff (English, German, Spanish, Russian).
e Shoe shine.

e Barber/beauty shop.

e Airline desk.

e Business center, 24 hours.

e Free Wi-Fi Internet in all rooms and public areas.

Guest Room Amenities:

o Coffee/teamaker.

e Refrigerator.

e Iron, ironing board.

e Mini-bar.

e Bathrobe.

e Bath room phone, available in apartment.

e Turn down service.

2.5. General Advantages of Hotel Chains

There are several advantages of joining a hotel chain:

o Ability to purchase large quantities of goods and services at wholesale (discounted)
prices;

e Human resources. Hotel chain provides centralized training for specialists, which
significantly reduces the costs of each member of the chain individually. In addition,
participation in the chain allows its members to use the services of highly paid spe-
cialists—experts in their fields;

e Promotions and advertising. The advertising campaign at the national level—in
newspapers, magazines, radio and television—is a big part of the budgets of inde-
pendent hotels. However, the hotel chains allow their members to allocate the cost
of advertising and promotion among themselves, so everyone can enjoy the benefits
of advertising campaigns;

o Centralized booking system. It allows individual members to combine their business
chain. A large number of reservations, which under other circumstances might go to
competitors, are made among hotels in the chain;

¢ Financing. Chains have an easier time raising their capital and returning it to ex-
pand or improve the efficiency of their work;

e The centralized system of accounting, market research, construction and real estate
operations. People employed in these areas can serve all the hotels included in the
chain [10].
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The purpose of a hotel chain was to increase the efficiency of the hotel due to the
benefits derived from the strategic cooperation [15].

Unlike other companies involved in hotel business, hotel chains have defined stan-
dards in all business areas, their own philosophy and marketing strategy, a unique
booking system, human resource education etc. All these factors make them not only
recognizable on the market but also the main carriers of tourism development in the
future [16].

2.6. Disadvantages of Hotel Chains

Despite the great advantages of joining a hotel chain, this process is not so perfect, and

has a number of disadvantages:

¢ Standardization leads to monotony, which is not acceptable by travelers looking for
novelty and diversity;

e The absence of national and authentic touch repel some guest who want something
new;

e The process of introducing new technologies and management methods takes a long
time because of the complexity of the administrative personnel;

e Hotels chains suppress competitors, which leads to slower progress in this industry.
Small and independent hotels sometimes do not withstand competition in the fight
for the customer and are forced to leave the market;

e Lack of individual approach and atmosphere of home comfort. Many customers
remain unsatisfied by standardized, “impersonal” service and prefer to stay in inde-
pendent hotels;

e Poor service in one of the hotel affects the image of the entire brand;

o The necessity of extra expenses on membership fees.

3. Methodology

The study is written within a case study framework. A case study is a detailed study of a
specific situation rather than a sweeping statistical survey. This method is used to spe-
cify a broad topic [17].

From the study of the financial impact of joining the chain, the researcher analyzed
financial activity of the hotel by conducting financial statements and official require-
ments. Therefore, the methodology includes conducting formatted raw data, popula-
tion and sample size, conceptual framework, research planning process, hypotheses of
the study and research design and instrument.

Qualitative research is designed to capture and analyze difference in performance of
the company before and after joining the one of the largest hotel chain in the world.
The purpose and process of qualitative research may appear unfocused due to sample
size, which is too small and does not seem to represent the actual situation on the hos-
pitality market. Therefore, it is complicated to know whether the results are accurate as
the data may be solid. The opinions of the research may be biased with their findings
[18].
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Different methods of data collection and analysis, such as observation and interview,
as well as analyzing of the primary data were used. Case studies usually have a very
narrow focus, which results in detailed descriptive data, which is unique.

The researcher collected data from hotel heads of the department and from the Gen-
eral Manager (eight in total). 3 out of 8 respondents are women. 2 of them are below 35
years old. The age range of male respondents’ varies. 2 out of 5 respondents are young-
er than 30 years old. The age of 2 other interviewees is below 45 years old. The General
Manager is 51 years old.

The researcher conducted the interview via Skype due to the living in a different
country. Each interview lasted at least 30 minutes because of the respondents’ work-
load.

The researcher formerly worked in this hotel and was aware of the situation regard-
ing the joining of the chain and the possible consequences. Therefore, this enabled the
researcher to understand the reasons for joining as well as the potential advantages and
disadvantages of joining the chain. The observation of hotel’s performance was done
during the time the researched had been studying in Moscow and had been working in
the hotel. The researcher observed guests portrait that changed after joining the chain,
changes in decoration, and in working process style.

Moreover, the researcher was able to obtain access and analyze financial reports,
which indicated the hotel’s financial performance: sales revenue per month and per
year, and occupancy per day, month and year.

Sales revenue—is an amount realized from selling services (in considered case) in a
specific period of company’s operation. Using the sale revenue reports, the researcher
was able to see and analyze the dynamics of revenue growth during the four years un-
der examination. The report shows occupancy revenue as well as other income items on
a monthly basis using average, minimum and maximum values.

Occupancy is the number of hotel rooms that have been sold, compared to the total
number of hotel rooms in the hotel. It is always shown as a percentage of the total
rooms of the establishment.

Using an occupancy report for a year, the researcher was able to analyze the effect of
entering into the hotel chain, as well as how the improved hotel rating affected the ho-
tel’s overall occupancy rates. The report is a table that shows the occupancy for each
room category, average occupancy for the month and the year, and the total load for
the month and for the year.

In this study, the general factors that affect a hotel’s financial indexes are joining the
chain, category increase, political situation, economic situation in the country. Before
adopting the franchise, it was a three-star hotel, surrounded by four similar hotels.
However, after joining the chain, the hotel acquired a world known brand that helped it
to get leading positions in the area and increase its financial results. Moreover, the con-
sidered hotel received a 4-star status according to the Russian standards.

Together with the world known brand, the hotel received great support from the

chain. However, the hotel owner and operator are fully independent in making any de-
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cisions regarding the operation of the hotel.

Nowadays, Russia has a system of Russian hotels’ classifications, approved by the
Russian Federation Government on July 15, 2005. The new system corresponds to West-
ern standards and does not contradict the conditions of the State classification system,
approved by the order of Ministry of Economic Development on June 21, 2003.

Before membership in the chain, the hotel studied (which is presented anonymously)
had only three stars and had an appropriate set of services and price policy.

Political situation is a specific balance of political forces, a set of events, and a result
of political activity [19]. However, not every event may affect travel and hotel business.
In this study the researcher is considering only situations that have affected hospitality
industry. During the period 2010-2013 the political situation in Russia and especially in
Moscow was stable. The number of international and local tourist varied according to
the season, but neither sharp rise nor fall were fixed.

The researcher is considering a lack of any political events as an ideal environment to
run the business.

Economic crisis that erupted in the international financial market in summer of 2008,
has affected the economies of most countries of the world [20].

Hospitality felt the impact of the crisis, even in the summer season. Hoteliers stated
that the profitability of their companies has fallen by a third.

The economic crisis has significantly weakened and reduced the attractiveness of the
hospitality industry in Russia. Following the decline of profitability project funding has
decreased, pace of commissioning of new hotels has declined, and payback period and
investment risks have increased. In general, Russian hotel industry was much weaker in
the next few years [21].

The period from 2011 to 2013 may be considered for the hotel industry as recon-
structive.

Financial activity is an economic category, reflecting the state capital in the process
of circulation, and the ability to self-develop as a business entity at the fixed time [22].

The financial activities of the company cover the processes of formation, movement
and preservation of assets of the enterprise, control over its use.

Financial activity is characterized by the provision of financial resources, which are
necessary for normal functioning of the enterprise, appropriate placement and using of
these resources, financial relations with other legal entities and individuals, solvency
and financial stability [23].

Another key factor to estimate the hotel performance is occupancy. Unless it is not
the result of commercial activity, it may show a clear picture of the situation, and indi-

cate the efficiency of commercial activity.

Data Analysis

When the researcher met the interviewee, the interviewer proceeded to greet the inter-
viewee and explain the purpose of interview. Since the researcher knew all of the inter-

viewees personally, it was not difficult to discuss the topic and ask extra questions if
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needed. The interviewees were supportive of the aim of the research and supplied in-
formation freely as needed. The process was conducted in approximately 45 minutes.

As indicated in Table 1 the biggest part of income hotel received from selling rooms,
99.64%. Extra services and facilities in 2010 were not popular because of the guest seg-
ment. Other services make up together only 0.36% of income. The biggest part of them
falls in the conference rooms and business center. It means, that guest spent minimum
time in the hotel (1 night) and did not use extra services. The small share of parking in-
dicates that the majority of guests came by taxi or public transport, or decided to leave
their car in the free parking area. This data is supported by the words of interviewees
that are provided above.

Comparing the year 2010 and year 2011 when the Hotel joined the chain, in Table 2
we can see the rapid increase in income in every department. New guests, as was men-
tioned by respondents, used extra service such us restaurants, bars, MICE facilities
more often, thus, the share of room income decreased. However, the overall income in-
creased up to 49%. Moreover, as we can see in this table, the hotel separated banquets

as an independent source of income. The biggest increase in share we can see in food &

Table 1. Financial performance, year 2010.

Indicators Income per year in 2010, ths. rub. Share (%)
Rooms 609,913,476.6 99.64
Meals 653,490.3 0.11
Beverages 105,871.6 0.02
Telephone calls 63,320.2 0.01
Parking 106,666.6 0.02
Office rent and misc. 148,614.1 0.02
Conference rooms & business center 1,115,423.1 0.18
Total 612,106,862.5 100

Table 2. Financial performance, year 2011.

KD
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Indicators Income per year in 2011, ths. rub. Share (%)

Rooms 720,262,607.93 78.58

Meals 114,786,018.89 12.52
Beverages 22,725,663.94 2.48
Telephone calls 1,659,920.48 0.18
Parking 2,759,766.53 0.3
Office rent and misc. 2,199,500.45 0.24
Banquets 28,440,304.65 3.1
Conference rooms & business center 23,832,178.80 2.6
Total 916,665,961.3 100
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beverage department—12.42%. The share of parking also has increased up to 0.28%.
This increase is caused inter alia by the gain of conference share (2.42%.) The new guest
segment, such us Western business tourist used hotel not only as a place for a sleepover,
but also as a place for meetings and even conferences, as one of the respondents sug-

gested:

“...But after joining the chain we received new guests who are well fixed and they
can spend more money not only on accommodation but on other extra services as

well”.

In the year 2012, the growth of income continued to increase. Compared to the year
2010—up to 60%, to the year 2011—up to 7%, as indicated in Table 3, the share of
rooms captured a leading position again and increased up to 3.21%. This caused a slight
decrease in other shares; however, it did not affect the overall income. It might be
caused by new room categories that were open in the Hotel and improving its ranking.

The data is complied and supported by respondents’ words:

“...joining the chain, of course, affected the financial performance of the hotel.
Despite the economid political situation, we were able to stabilize the financial per-
formance of the hotel. Being independent hotel, in my opinion, we could not have

achieved such financial indicators”,

The year 2013 showed the effect of joining the chain very clear. The income increased
up to 65% comparing to the year 2010, up to 10% comparing to the year 2011 and up to
1% comparing to the year 2012. The words of all respondents are supported by this data.
The financial indicators in Table 4 show the significant growth after joining the chain.

Occupancy is the main indicator of hotel operations as the enterprise. It calculates
hotels value on a specific date, as well as its average value for the month, quarter, and
year, in order to determine how effectively rooms are sold, or how hotel operation is
economically viable.

The average occupancy rate of hotels in the world is relatively stable for several years

and is 66% - 68% and the occupancy of hotels in Moscow is an average of 73%.

Table 3. Financial performance, year 2012.

Indicators Income per year in 2012, ths. rub. Share (%)
Rooms 804,651,049.7 81.79
Meals 99,359,508.7 10.1
Beverages 20,560,624.2 2.09
Telephone calls 1,574,012.1 0.16
Parking 2,951,573.7 0.3
Office rent and misc. 2,065,891.6 0.21
Banquets 30,008,816.2 3.05
Conference rooms & business center 22,586,431.8 2.3
Total 983,757,908 100
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This indicator:
e Provides a clearer picture of how the hotel uses the room.
o Reflect how the company relative to its maximum capability of producing revenue
(the total of all prices for each room in the hotel).
o Keeps track of developments in the management capacity.

Figure 1 shows what year was the most successful for the hotel in terms of occupancy.
Comparing year 2010 with the first year in the chain we may see the growth for 2.22%.
2012 was less successful, however, as we remember from the Table 4, despite the de-
crease in occupancy for 5.08% (comparing with 2011), the hotel had the revenue in-
crease up to 10%. This was caused by the establishment of new room categories and
updated price policy. The Hotel attracted new solvent guests; however, they lost their

frequent guest who did not accept changes.

4. Discussion

The purpose of a hotel chain is to increase the efficiency of the hotel [15].

Table 4. Financial performance, year 2013.

Indicators Income per year in 2013, ths. rub. Share (%)
Rooms 859,059,589.6 84.82
Meals 84,040,482.5 8.3
Beverages 15,191,783.2 1.5
Telephone calls 1,414,998.6 0.14
Parking 2,734,797.3 0.27
Office rent and misc. 1,924,284.1 0.19
Banquets 23,091,540.2 2.28
Conference rooms & business center 25,319,422.4 2.5
Total 1,012,776,897.9 100
Occupancy
83.7
76.2 784
73.3
Year 2010 Year 2011 Year 2012 Year 2013

Figure 1. Occupancy.
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Joining a chain provides a significant amount of selling points in various countries
without big investments. The company distributes in the market with minimal financial
risk [9].

Unlike other hotel chains, which are often compound hotels owned by the company
and the franchise, every hotel in the chain is both a part of the franchise and “indepen-
dent” hotel. The chain does not offer franchises in the traditional sense (where the per-
son who received from franchisees and the company that provides the franchise to sell
their products at a discount operate on a commercial basis). Considered hotel chain
operates as a non-profit membership association.

Firstly, it helps in online sales: corporate website provides a reliable channel online
booking in multiple languages; the channel generates around $1.3 billion in revenue in
the network of hotels around the world.

Connecting to all global reservation systems (GDS systems: Amadeus, Sabre, Galileo
and Worldspan). Interviewees 1, 2 and 3, mentioned this point. The hotel received his
first bookings through this channel immediately after signing the contract. The com-
pany offers a centralized service for the management of reservation channels, aimed at
increasing the number of rooms each loading hotel chain and, as a result, the profit
growth of hotels.

Participation in the loyalty programs for “Frequent Guest” (Frequent traveler pro-
gram), uniting 11 million customers. This point is not less important. Cardholders are
so called new type of the guest, Western business travelers. This type of guests is more
solvent, they are using more hotel’s extra facilities and they are frequent, which means,
they will return to the hotel every time they visit Moscow. Interviewees 3, 4 and 5, sup-
ported this point. Gaining additional 15% of market let the hotel improve its financial
performance and strengthen market positions.

Online hotels loyalty program allows all hotels under the brand to earn $1.46 billion
per year.

The considered chain provides a variety of opportunities for advancement and growth
in hotel sales with an access to key global corporate clients. The company presents its ho-
tels at major international exhibitions such as MITT in Moscow, the ITB in Berlin and
ABAYV in Rio de Janeiro.

The considered chain also helps owners to control the quality of service at the hotel,
check the degree of guest satisfaction by using its online tool offers Medallia leave your
comments, which are delivered to the desktop of the hotel owner, providing invaluable
analysis of the efficiency of the hotel.

The hotel used its own resources, such as employees, building, facilities, partners to
build new product, to increase sales and occupancy, and to expand its influence in the
market.

The development of hotel business is carried out not in isolation, but under the in-
fluence of a number of factors, the influence of which is independent of the market
players. Hotel business as an economic sector can successfully operate in the presence

of a favourable marketing environment. Therefore, prerequisites intensive operation of
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hotel businesses are monitoring the marketing environment, as well as planning and
implementation of preventive measures aimed at reducing the negative impact of the
marketing environment factors.

The political factor is not the only one that affects the financial performance of the
hotel. The economic situation is also crucial.

Economic factors determine the trend and dynamics of development of hotel and
restaurant business. The main economic factors that determine the formation of these
industries is the rate of economic growth of the country, consumers income and their
ability to pay, the state of the monetary sphere. In developed countries, the growth of
social wealth is accompanied by an increase in the cost of the service sector in the total
consumer spending.

The hotel market is now one of the fastest growing segments of the market.

Competition in the market is increasing every year. However, Russia still lags far be-
hind the main indicators of tourism development of the world’s leading countries, de-
spite the fact that tourism is recognized as a priority area of the Russian economy.

The study was written in a case study framework. Limitations are caused by the frame-
work and defined as an activity of the representative of the one of the largest hotel chain
in Moscow, Russia.

This research is a qualitative research based on thematic qualitative analysis, which
could be bias or incomplete. This research is quite comprehensive but it may lack cer-
tain analysis. Therefore, the researcher suggests that more research should be done in
finding information regarding the financial impact of joining the hotel chain.

Unfortunately, researches in this area are scattered, fragmented and far from the de-
velopment is a complex methodological support of the formation of the competitive
strategies of joining hotel chains in Russia in the current and future conditions.

Summarizing all mentioned above, it should be recognized that the subject of the re-
search is, of course, relevant and has both theoretical and substantial practical signific-
ance. The thesis is essentially one of the attempts to study the scope of the system of the
international hotel chains in Russia and the development of comprehensive organiza-
tional and methodological recommendations of an effective management system. The
solution to this problem will ensure the development of advanced forms and methods
of effective management of the hospitality industry in Russia, which objectively corres-
ponds to its strategic objectives of socio-economic development. The researcher also
suggests observing the hotels joined the chain in different cities and countries during

any politically instable events and economic events to create mote clear picture.
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