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How Hospitality Chain Operations are Created
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Joan Tortza was a bright, young, enterprising undergraduate student in Hospitality
Administration at a reputable national university. Ever since Joan started the program,
she had harbored a passionate desire to start her own restaurant. With her excellent
culinary abilities, people skills, and superior knowledge of management techniques
(gained through hard work at school and internships), she was confident that she would
be successful. During her senior year, Joan put together a business plan for her proposed
restaurant concept for the capstone course in strategic management. Joan’s professor for
the course was very impressed and offered an opportunity to present her plan to potential
investors in the hospitality industry. Soon after graduating from school, Joan was making
presentations to groups of investors who asked her pertinent questions about the feasibility of her business plan.
Joan was eventually able to convince one local group of investors about the soundness
of her proposed restaurant concept and they agreed to convert one of their existing
restaurants that was not performing up to standards into the concept proposed by Joan.
After months of planning and renovation, the new restaurant opened with much fanfare.
It was instantly a huge success, confirming that Joan’s assessment of the need for such
a restaurant concept was on the mark. In fact, the restaurant concept was so successful that the investors decided, with Joan’s approval,
to open a chain of additional restaurants using the same name and restaurant concept theme. Within a couple of years after graduation,
Joan was overseeing four of her restaurants in the region. Needless to say, Joan was very happy with her success.
One fine day, a rich customer dining at one of her restaurants was visibly impressed with the operations and approached Joan to ask if
she was interested in expanding her operations nationwide. Joan could not believe what she was hearing since the thought had crossed
her mind many times before. However, she was limited by her legal contractual agreement with the original investment group and also
their relatively limited resources from expanding rapidly nationwide. Additionally, the cash-flow from her four restaurants was not high
enough to expand rapidly in many markets simultaneously. If she decided to use only the profits from her restaurants to expand, called
organic growth, the expansion would be very slow and other people with more money to invest could beat her to the market. The customer suggested that Joan consider the franchising route instead. In such a business model, many rich individuals or investors from across
the country would make the capital investment to buy the land, build the restaurant, license Joan’s restaurant name and logo, and agree
to operate the new restaurants according to Joan’s standards. In return, Joan would receive part of the new restaurants’ sales as franchise
fees and royalties, even though she had not made any additional investments. She could also charge them a management fee if they
decided to allow Joan’s employees to operate the restaurants. While Joan was thrilled with the prospect of turning her four-restaurant
concept into a national chain, she was immediately concerned with all the management issues that might crop up in the process. After
all, the devil is in the details, isn’t it? For example, Joan wondered if such rapid expansion would enable her to maintain the control that
she now had over the quality of the restaurant products. How about the fact that she would have to deal with hundreds of investors
(franchisees) from across the country, all with different personalities and financial goals? If most of the restaurants in the company were
franchisee-operated, how well would she be able to manage the development and implementation of new policies and procedures for
the company? Would she be able to find an adequate number of employees with the required skills to run her restaurants nationwide?
What would the legal responsibilities and obligations of her company and the franchisees be in the new company? Reflecting on such
critical issues, Joan sat down to do some careful planning to set the course for the future of her company.

Class Discussion Questions:
1. What are some of the benefits of growing the company organically into a chain that Joan should consider before she makes her decision?
2. What are some of the other critical issues that Joan may want to consider before she decides to pursue growth through franchising?
3. Given Joan’s situation, what course of action (grow organically or grow through franchising) would you recommend she take? Discuss why you
think your recommendation would be the best course of action for Joan.
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Definition of Hospitality
Chain Operations
A chain operation can simply be defined as a business under one management or ownership. More
specifically, chain operated hotels, restaurants, and
other similar businesses are owned by the same
company, and offer similar goods and services, but
are found in different geographic locations. Invariably, many large hospitality companies have many
chains that represent a different brand with distinct
benefits and target markets. For example, The Intercontinental Hotel Group, IHG, has several chains
including: InterContinental, Crowne Plaza, Hotel
Indigo, Holiday Inn, Holiday Inn Express, Staybridge Suites, Candlewood Suites, EVEN™ Hotels,
and HUALUXE™ Hotels and Resorts, all of which
were developed to cater to a different need in the
market. The chain, therefore, represents the brand
and the distinct, market-segment-targeted brand
is clearly displayed in all interactions with the customer. While there is no magic number in commerce
that converts similar operations into a chain, generally, six similar-type operations could be considered
to be a chain. The scope of a chain operation could be
regional, national, or international.

Table 7.1
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The above vignette offers a scenario in developing
chain operations. It describes one of the ways by
which a hospitality chain operation can be created
and the underpinning issues involved in growing it.
The vignette also describes a chain operation without unfolding the specifics. The purpose of this chapter is to throw light on hotel and restaurant chain
operations and discuss the nuances of structuring
such chains.

A chain operation is a business under one management or ownership.

Characteristics of Hospitality Chain Operations
It is prudent to understand some of the key elements
related to hospitality chain operations before discussing the business models. The key elements can
be described by the following variables:
Ownership. The chain could be owned by a company
or an individual, a group of investors/partners, or a
large parent company/corporation with a portfolio of
many chains within it. A parent company may represent chains in all price segments and geographic
areas or may be restricted to one or more depending
on their focus and strategic intent. There are 21 hotel
parent companies in the U.S. with more than 25,000
rooms. Worldwide, there are 32 other such companies. A listing of the top five parent companies and
their chains is shown in Table 7.1. It should be noted
that out of the top five largest hotel chains, four are
based in the U.S. and one (IHG) is based in the U.K.
Table 7.1 also shows the distribution by scale category
in terms of the total number of properties and the

Top 5 Global Parent Companies By Chain Brands, Number of Hotel Rooms and Scale Type
(As of end of 2015)

Parent Company
and Rank
Marriott
International (1)

WW
Props*

Chains

Scale

BULGARI Hotels and Resorts

Luxury Chain

4

Edition

Luxury Chain

5

JW Marriott

Luxury Chain

76

Ritz-Carlton

Luxury Chain

94

% of Total WW
Props.
Rooms*

% of Total
Rooms

207
4.20%

844
33,518

8.37%

26,729
(continued)
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Parent Company
and Rank

Marriott
International (1)

WW
Props*

% of Total WW
Props.
Rooms*

Upper Upscale Chain

93

22,397

Gaylord Entertainment

Upper Upscale Chain

5

8,098

Marriott

Upper Upscale Chain

522

Marriott Executive Apartments

Upper Upscale Chain

26

3,416

Renaissance

Upper Upscale Chain

158

51,305

AC Hotels by Marriott

Upscale Chain

82

10,359

Courtyard

Upscale Chain

1020

150,621

Residence Inn

Upscale Chain

689

Springhill Suites

Upscale Chain

333

Delta Hotels and Resorts

Upscale Chain

37

9,590

Protea Hotels

Upscale Chain

102

9,612

Moxy Hotels

Upper Midscale Chain

1

162

Fairfield Inn & Suites

Upper Midscale Chain

753

TownePlace Suites

Upper Midscale Chain

264

Chains

Scale

Autograph Collection

Total

Hilton
Worldwide (2)

53.07%

24%

185,460

84,335
39,408

69,552

36.97%

41.51%

13%

26,508

4,264

100.00%

732,121

100.00%

Curio—A Collection by Hilton

Luxury Chain

5

Conrad Hotels & Resorts

Luxury Chain

24

Waldorf Astoria Hotels & Resorts

Luxury Chain

26

Embassy Suites Hotels

Upper Upscale Chain

219

Hilton Hotel & Resorts

Upper Upscale Chain

560

DoubleTree by Hilton

Upscale Chain

410

Hilton Garden Inn

Upscale Chain

618

Homewood Suites

Upscale Chain

360

Hampton Inn

Upper Midscale Chain

2,005

Home2 Suites by Hilton

Upper Midscale Chain

62

Hilton Grand Vacation

Timeshare

44

1.02%

6,794

0.96%

4,328

100.12%

711,390

100.45%

3.74%

61,335

8.74%

Total

InterContinental
Hotels Group (3)

18.86%

% of Total
Rooms

3,170
1.27%

8,091

3.08%

10,653
18.00%

52,140
201,047

35.59%

100,879
32.07%

86,095

31.92%

40,128
47.76%

198,914
6,649

InterContinental

Luxury Chain

182

Kimpton Hotels & Restaurants

Upscale Chain

59

10,672

HUALUXE

Upscale Chain

2

562

Crowne Plaza

Upscale Chain

403

Hotel Indigo

Upscale Chain

64

7,200

Staybridge Suites

Upscale Chain

219

23,866

15.35%

112,406

28.90%

22.04%

(continued)
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Parent Company
and Rank

InterContinental
Hotels Group (3)

WW
Props*

% of Total WW
Props.
Rooms*

Upper Midscale Chain

1,151

209,064

Holiday Inn Express

Upper Midscale Chain

2,406

Holiday Inn Resort

Upper Midscale Chain

45

EVEN

Upper Midscale Chain

2

Candlewood Suites

Midscale Chain

333

6.84%

31,678

4.51%

Holiday Inn Club Vacations

Timeshare

12

0.25%

4,256

0.61%

4,886

100.25%

701,978

100.61%

Chains

Scale

Holiday Inn

Total

Wyndham
Worldwide (4)

233,960
10,939

64.71%

296

Dolce

Upper Upscale Chain

24

Wyndham Hotels & Resorts

Upper Upscale Chain

210

Tryp by Wyndham

Upper Midscale Chain

122

17,641

Baymont Inn & Suites

Midscale Chain

396

31,480

Hawthorn Suites by Wyndham

Midscale Chain

101

10,053

Howard Johnson

Midscale Chain

403

Ramada

Midscale Chain

838

117,044

Wingate by Wyndham

Midscale Chain

148

13,450

Days Inn

Economy Chain

1,785

142,613

Knights Inn

Economy Chain

383

23,464

Microtel Inn & Suites by
Wyndham

Economy Chain

333

Super 8

Economy Chain

2,600

166,656

Travelodge

Economy Chain

414

30,692

Wyndham Vacation
Ownership Resort

Timeshare

211

2.65%

24,095

3.46%

7,968

100.00%

696,018

100.00%

Total

Choice Hotels
International (5)

74.06%

% of Total
Rooms

Ascend Collection

Upscale Chain

185

Cambria Suites

Upscale Chain

62

Clarion

Upper Midscale Chain

340

Comfort Inn

Upper Midscale Chain

1,833

Comfort Suites

Upper Midscale Chain

673

Quality

Upper Midscale Chain

1,760

MainStay Suites

Midscale Chain

107

Sleep Inn

Midscale Chain

464

Econo Lodge

Economy Chain

973

Rodeway Inn

Economy Chain

538
Total

6,935

5,530
4.47%

23.67%

69.21%

3.56%

45,537

43,803

23,960

16,511
8,268

9.87%

31.01%

55.66%

4.52%

47,100
66.42%

143,054
53,281

71.92%

150,431
8.23%
21.79%
100.00%

6,998
32,665
58,986
30,323
547,617

7.24%
16.31%
100.00%

Source: Company Annual Reports
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total number of rooms. The percentage distributions
give an idea about the market segments the hotel
chains are targeting. It should also be noted that at
the time of this writing, Marriott International
acquired Starwood Hotels & Resorts Worldwide,
creating a combined company that has 1.1 million
rooms in more than 5,500 hotels, spanning the globe
in over 100 countries. Together the company has 30
leading hotel chains representing different brands in
its portfolio, easily consolidating its position as the
largest hotel company in the world.
Operations. A chain hotel could be a corporate
hotel (directly owned and/or managed by the parent
company) or franchised (the hotel is run by a third
party and the chain receives some sort of franchise
fee). An independent hotel is not affiliated with any
chain or parent company. Table 7.2 shows the operational characteristics of chain hotels in the world.
From the Table 7.2 it is clear that chain hotel operations are more prevalent in the U.S. compared to the
rest of the world. Worldwide only about 37% of the
hotels are chain-affiliated compared to about 57% in
the U.S.
Other Characteristics. Hospitality chain operations are distinct in the way they are managed,
represented, or marketed. A hotel within a chain
could be managed by a management company. A
hotel management company is a company with
expertise in operating hotels for other hotel owners. The owners in return contractually agree to pay
management fees and/or share the profits from the
operations. There are 29 hotel management companies in the U.S. and 40 such companies worldwide,
managing more than 7,500 rooms each. Management companies typically manage hotels across

Table 7.2

many chains, brands, and sometimes even different owners. Since a management company may be
self-serving in the operation of a hotel, it becomes
necessary for the hotel owner (who may have no
experience in the hotel business) to have appropriate
representation with an asset management company
that has operational experience in hotels, including
chain hotels. An additional dimension is a chain
hotel’s linkage with an organizational membership
group or a marketing affiliation. Such linkage provides specific benefits such as marketing assistance,
reservation services, and quality endorsement. Table
7.3 lists the top 10 hotel membership groups in
the world.

Structure and Business
Models of Hospitality
Chain Operations
While the concept of a chain operation is easy to
understand, structurally, it may become more complex with increasing size. The complexity comes
from the ownership and management contracts that
form the basis of the relationships between the unit
operators and the corporate office. Each of the business models is briefly described below.
Simple Form (Full Equity). In its simplest form,
a chain can consist of a single owner/investor that
has full equity stake in all the units owned by the
company. In such a chain, called the simple form,
or full equity business model, the parent company
fully owns and operates all the units in its chain.
All the costs and profits obtained by running the
chain belong to the parent company. Usually, this
type of structure is found in local or regional chain

Operational Characteristics of Chain Hotels Worldwide

Operation

U.S. Properties

U.S. Rooms

No.

No.

%

%

WW Properties

WW Rooms

No.

No.

%

%

Chain—Corporate

4,436

8%

883,553

18%

20,811

14%

3,605,319

25%

Chain—Franchise

25,628

49%

2,471,475

51%

35,981

23%

3,644,299

26%

Independent

22,224

43%

1,523,169

31%

96,935

63%

7,002,480

49%

TOTAL

52,288

100%

4,878,197

100%

153,727

100%

14,252,098

100%

Source: Smith Travel Research (STR), 2012 Statistics. WW=worldwide.
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Table 7.3

Top WW Membership Groups

Membership Group

Properties

Rooms

World Hotels

405

89,886

Hotelleriesuisse

1,964

88,814

Leading Hotels

421

75,855

Magnuson

1,294

71,515

Preferred Lodging

253

70,087

Historic Hotels of America

280

49,622

The Sovereign Collection

184

40,802

AHMI—RES Hotel

206

39,362

Summit

149

35,450

Hotusa

384

34,982

Source: Smith Travel Research, Inc.; Hotels’ 325 Report, 2013—Hotels Magazine. WW=worldwide.

operations and they constitute a large percentage of
the smaller chains in hospitality. Figure 7.1 illustrates
the structure of this simple form of chain operations
in hospitality.
Mixed Franchise Form. In the mixed franchise
business model, there is a mix of ownership with
some units being owned and operated by the parent
company (franchisor) and the rest owned and operated by many other owners/investors (franchisees).
Depending upon the size of the chain, the number
of franchisees can be large, with some owning many
units. It is not uncommon for some of the franchisee
partnerships to own more units than the parent company. The franchisor derives their revenues through
multiple revenue streams such as: franchising fees
(franchise application fees and a flat fee as a percentage of gross sales), incentive fees (an additional fee
based on the level of profitability of the unit operation), royalty fees (a fee for using the name, logo, and
standard operating systems of the parent-company),
marketing fees (an additional fee to pay for marketing the entire chain through different campaigns),
and other fees (for project consulting, employee
training, and inventory/supplies management). Figure 7.2 illustrates the structure of a mixed franchise
form in hospitality.
Management/Franchise Form. In the management/franchise business model, the parent company
(franchisor) also engages in offering professional
management services for its non-company-owned
84

(franchised) units. The difference is that in this form,
the parent company has an additional stream of revenue called “management fees,” that is, fees that it
charges the non-company-owned units for managing
their operations. Many regional and national chain
operations use this business model. The franchisees
may be free to hire any other professional operations
management company rather than the parent company. In such a case, the unit will be owned by an
investor and managed by an outside company that
will operate the business strictly by the standards
established by the parent company. Figure 7.3 illustrates the management/franchise form of structure
in hospitality.
Brand Management Form. When a megacorporation owns multiple chain operations under
the same parent umbrella structure, it prefers to refer
to each of such chain operations as a brand to reflect
the distinctive image. Such a structure is called a
brand management or mega-corporation business
model (Figure 7.4).
For example, Marriott International owns 18 hotel
brands (Table 7.1), each with a distinctive market
position. The Ritz-Carlton is an elegant and luxurious brand for business and leisure while the Courtyard is designed to be an upper-midscale option for
travelling families and business clients. Each chain
within the brand management form operates similarly to the management/franchise form in terms of
the franchisor-franchisee relationships. The chain’s
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FIGURE 7.1 Simple Form (Full Equity) of hospitality chain operations

FIGURE 7.2 Mixed Franchise Form of hospitality chain operations
units may be operated by the parent company
directly, sole-owners as franchisees, partnershipowners as franchisees, or a management company as
a third-party operator for a franchisee. The large size
of the mega-corporation may also allow it to raise
funds through the financial markets and to make
direct investments in real estate across the globe. The
complexity is compounded when the mega-corporation enters into a joint venture or other similar partnership with a foreign entity in order to enter and
expand in foreign countries.

Advantages of
Chain Operations
Hospitality chain operations have many advantages
that can broadly be classified into the following
categories:

Market Reach. How many times have we wished
that one of our local favorite restaurants also traveled with us so we never have to miss the food we
love? That is precisely the need that chain operations
aim to fulfill by replicating a successful product in
as many geographic regions as they can. In this way,
chain operations have an advantage over single independent restaurants since they “reach” out to many
markets with the same concept.
Economies of Scale. Economies of scale refers to the
cost advantages that a company can derive because
of its large size. Since chain operations have multiple
units, all products and supplies they buy are also
multiples of the requirements of a single independent unit. Therefore, a chain operation will be able
to negotiate better rates for its products and supplies
from vendors compared to a single owner unit. In
addition, chain operations will also be able to derive
cost savings through synergy (centralized marketing, human resources functions, etc.).
Chapter 7 Chain Operations 85
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FIGURE 7.3 Management/Franchise Form of hospitality chain operations

FIGURE 7.4 Mega-Corporation Form of hospitality operations
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Professional Management. Because of the enhanced
legal requirements and the complexity of operations
in a chain, many chain companies are realizing that
it is prudent to hire professionals such as students
graduating from hospitality management programs.
With professionalism and specialization come a better understanding of a company’s operating needs.
In that regard, chain operations are becoming incubators of good management practices in hospitality.

The Waldorf Astoria is one of Hilton’s worldwide chains.

Disadvantages of
Chain Operations

Streamlined Operations. Chain operations often
standardize the products and services offered in
order to streamline their operations. The standardization also extends to operating procedures resulting in commonly understood requirements for
managing all resources (people, finances, and equipment) and performance.

Depending on the perspective of the owner (or the
parent-company/franchisor) and the operator (or
the franchises/management company), some of the
advantages listed above can also be seen as drawbacks of hospitality chain operations. The disadvantages can broadly be listed under three categories as
discussed below.

Marketing Power. The marketing power of chain
operations comes from increased visibility gained
through greater market reach. The greater visibility
allows the chain to use mass media such as TV, radio,
and newspapers and to repeat successful campaigns
in other regions.

Operational Constraints. While the parent company
may want standardized operations throughout the
chain to control costs and increase efficiency, it may
put a lot of restrictions on the franchisees or owners that may want to vary those operations in some
small ways. For example, the ownership contracts
may disallow independent marketing in the local
areas by any unit operation without prior approval
from the parent company. All chain operations have
some form of quality-assurance program where they
perform surprise inspections and repeated violation
of standards may result in loss of franchising rights.

Service Options. Chain operations are often able to
provide additional services both to the customers
and to units within the chain. Such services range
from providing a reservations service, loyalty programs, and customer relations management (CRM)
at the unit level to full-fledged consulting such as
pre-opening services, architectural and construction plans, and employee training and certification
services.
Access to Finances. The larger size of the chain operations may mean the company may have multiple
options for raising money for growth. The company
can borrow money from banks, savings & loans,
other financial institutions (such as insurance companies and retirement savings) or even issue bonds
on the stock market. All such funds raised can be
used to fund operations, or make capital investments
for growth.

Financial Strain. Another disadvantage of belonging to a chain operation may be the strain put on
the financial resources of the company. For example,
if the parent company of a 300-hotel chain decides
that the lighting in the guest bathrooms must be
increased from 400 lumens to 500 lumens for better visibility and safety at the cost of $300 per room,
each hotel will incur $75,000 in expenses and the
whole chain may spend up to $22.5 million to fulfill
the new needs.
Legal Forces. The complex structure of most chain
operations, along with many types of owneroperator contracts and partnerships, often plagues
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it with legal woes. Invariably a difference of opinion
or perspective on the same issues may have no other
recourse than the local courthouse. For example, the
enhanced lighting could be seen as a cost increment
by the unit operations while the parent company sees
it as enhancing safety and customer service in the
long run.

The Big Chains in Hospitality
The increasing globalization of the hospitality industry is rapidly being reflected in the geographic profiles of large hospitality corporations, especially in
the hotel industry. Table 7.4 lists the top ten nations
in which the major hotel chains operate according
to Smith Travel Research (STR Global). In many of
the hotel chains, the number of hotels they operate in
their home country is almost equal to or exceeds the
number of hotels they operate overseas.
In addition to the countries in which the hotel companies operate, the countries in which the companies are based are also truly global in scope. Table
7.5 shows the next largest hotel companies globally
(after the list shown in Table 7.1). In the list, four are
American companies while five are Chinese, reflecting a growing lodging market in China.
Unlike the hotel industry, the foodservice chains are
currently dominated by American quick-service restaurants. Table 7.6 lists the top twenty foodservice
chains in the U.S. in 2015 according to Nation’s Restaurant News’ Top 100 Chains Survey. The top fourteen chains have substantial international operations
with most of their growth actually coming from the
overseas markets. It is interesting to note that while
McDonald’s Restaurants is still ranked first in terms
of sales, the Subway Restaurants chain is the largest

88

in terms of the number of units. Table 7.7 lists the
fastest growing foodservice chains in 2015. Among
the top fifteen largest chains, Chipotle Mexican
Grill made it into the ten fastest growing chains in
2015, ranking at number two. This rapid growth also
brings substantial quality control issues to light as is
evidenced by the recent E. coli outbreaks in Chipotle restaurants in Washington and Oregon. Other
chains such as KFC are making substantial strides
and achieving rapid growth in overseas markets such
as in China and India. Not unlike the hotel industry, the foodservice industry also has a penchant for
franchising with some of the chains such as Subway
and Dunkin’ Donuts franchising almost all their
restaurants.

Summary
In an increasingly competitive world, chain development strategy offers an opportunity for hospitality
companies to take control of costs and harness their
strengths. With the short time it now takes for the
diffusion of innovation and migration of ideas across
the world because of rapidly evolving telecommunications and social media, the world is swiftly shrinking and creating immense business opportunities
for growth globally. As people around the world
share the same information and ideas, they may also
develop the same preferences for hospitality products and services. In such an environment, growing through the application of chain development
strategy is prudent for business. Needless to say, the
concept of hospitality chain operations will only get
stronger in the future.
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Table 7.4

Top Ten Nations of Operation by Hotel Chains

Hilton Worldwide
Country
Properties Rooms

Marriott International
Country
Properties Rooms

Wyndham Worldwide
Country
Properties Rooms

United States

504,536

United States

3,101

500,585

United States

5,752

447,461

United Kingdom 106

22,715

China

58

22,367

China

513

64,142

Canada

86

15,419

Canada

73

14,875

Canada

494

39,564

China

33

13,751

United Kingdom 58

11,305

United Kingdom

111

9,943

Egypt

19

6,934

Spain

78

9,474

Germany

54

8,091

Germany

18

5,477

Germany

28

6,525

Spain

53

7,563

Japan

10

5,385

Mexico

22

5,410

Mexico

30

4,140

Mexico

30

5,336

India

17

4,105

Brazil

15

2,693

Turkey

21

4,838

France

18

3,858

United Arab Emirates 10

2,265

Italy

18

4,043

Russia

14

3,497

South Korea

2,198

3,374

10

InterContinental Hotels Group
Country
Properties Rooms

Choice Hotels International
Country
Properties Rooms

Best Western Company
Country
Properties Rooms

United States

3,132

372,157

France

1,382

127,630

United States

1,937

158,039

China

180

59,647

Germany

328

43,964

Germany

193

19,967

United Kingdom 294

41,262

China

114

29,987

Canada

192

17,832

Canada

164

24,037

Brazil

174

27,317

France

305

15,699

Mexico

121

19,236

United Kingdom 194

26,023

United Kingdom

281

15,673

Germany

70

14,175

Australia

175

24,271

Italy

179

13,119

Japan

30

9,274

Thailand

47

11,185

China

38

8,359

Australia

31

7,379

Indonesia

56

11,079

Sweden

84

7,125

France

51

6,327

Spain

80

9,294

Australia

163

5,844

Italy

35

5,710

Poland

48

9,124

Mexico

63

4,231

Starwood Hotels & Resorts
Country
Properties Rooms

Country

ACCOR
Properties Rooms

Hyatt Hotels Corporation
Country
Properties Rooms

United States

485

152,491

France

1,376

126,694

United States

353

92,003

China

110

39,951

Germany

327

43,892

China

19

8,465

Canada

60

17,676

China

119

30,735

India

12

3,361

India

34

8,242

Brazil

174

27,362

Japan

8

2,674

Germany

25

7,389

United Kingdom 194

26,024

Canada

5

2,344

Japan

15

6,125

Australia

177

24,854

Indonesia

5

1,980

Italy

23

5,600

Thailand

47

11,356

United Arab Emirates 5

1,807

United Arab
Emirates

20

5,592

Indonesia

56

11,079

Australia

5

1,558

Thailand

20

5,572

Spain

81

9,374

Mexico

4

1,547

Mexico

25

5,142

Poland

48

9,124

South Korea

4

1,532
Source: STR Global, Inc.
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Table 7.5

The Next Big Ten Global Hotel Chains

Rank Parent Company

Headquarters

WW Rooms

WW Props.

6

AccorHotels

Paris, France

482,296

3,717

7

Plateno Hotels Group

Guangzhou, China

442,490

3,023

8

Starwood Hotels & Resorts Worldwide

Stamford, Connecticut, USA

354,225

1,222

9

Shanghai Jin Jiang International Hotal Group Co.

Shanghai, China

352,538

2,910

10

Best Western International

Phoenix, Arizona, USA

303,522

3,931

11

Home Inns & Hotel Management

Shanghai, China

296,075

2,609

12

China Lodging Group

Shanghai, China

209,955

1,995

13

Carlson Rezidor Hotel Group

Minnetonka, Minnesota, USA

172,234

1,092

14

Hyatt Hotals Corp.

Chicago, Illinois, USA

155,265

587

15

GreenTree Inns Hotel Management Group

Shanghai, China

142,038

1,580

Source: Hotels’ 325 Report, 2015—Hotels Magazine. WW=worldwide.

Table 7.6

Top Twenty Foodservice Chains in the U.S.
Systemwide Sales in Billions
Latest Year

Sales
Preceding Year Change

Dec. ‘14

$35.45

$35.86

-1.14%

Beverage-Snack

Sept. ‘14

$13.02

$11.86

9.74%

Subway

LSR/Sandwich

Dec. ‘14

$12.27

$12.22

0.36%

4

Burger King

LSR/Burger

Dec. ‘14

$8.63

$8.50

1.54%

5

Wendy’s

LSR/Burger

Dec. ‘14

$8.57

$8.48

1.07%

6

Taco Bell

LSR/Mexican

Dzc. ‘14

$8.20

$7.80

5.13%

7

Dunkin’ Donuts

Beverage-Snack

Dec. ‘14

$7.18

$6.74

6.42%

8

Chick-fil-A

Chicken

Dec. ‘14

$5.71

$4.99

14.48%

9

Pizza Hut

Pizza

Dec. ‘14

$5.50

$5.70

-3.51%

10

Applebee’s Neighborhood Grill & Bar

Casual Dining

Dec. ‘14

$4.58

$4.52

1.34%

11

Panera Bread

Bakery-Cafe

Dec. ‘14

$4.26

$4.03

5.73%

12

KFC

Chicken

Dec. ‘14

$4.20

$4.20

0.00%

13

Domino’s

Pizza

Dec. ‘14

$4.12

$3.77

9.17%

14

Chipotle Mexican Grill

LSR/Mexican

Dec. ‘14

$4.06

$3.19

27.25%

15

Sonic America’s Drive-In

LSR/Burger

Aug. ‘14

$4.03

$3.88

3.88%

16

Olive Garden

Casual Dining

May ‘15

$3.76

$3.63

3.81%

Rank Food Service Chain

Segment

Fiscal Year

1

McDonald’s

LSR/Burger

2

Starbucks Coffee

3

%

(continued)

90

Part 2 Hospitality Companies

K11735_Brymer_CH07.indd 90

6/24/16 8:32 AM

17

Chili’s Grill & Bar

Casual Dining

June ‘15

$3.63

$3.54

2.74%

18

Little Caesars Pizza

Pizza

Dec. ‘14

$3.41

$3.10

9.84%

19

Buffalo Wild Wings Grill & Bar

Casual Dining

Dec. ‘14

$3.24

$2.78

16.31%

20

Dairy Queen

LSR/Burger

Dec. ‘14

$3.19

$2.96

7.84%

Source: NRN Magazine: Top 100 Chains Survey, 2015

Table 7.7

Top Ten Fastest Growing Foodservice Chains in 2015

Rank Chain Name

1

Jersey Mike’s Subs

2015 Profile

Rank Chain Name

2015 Profile

Segment: Limited Service/Sandwich

Segment: Casual Dining

Sales growth: 29.3%

Sales growth: 21%

Total sales: $525 million

6

Total sales: $478 million

Yard House

Sales rank: 81

Sales rank: 91

Total units: 857 (+20.2%)

Total units: 59 (+13.5%)

Segment: Mexican

Segment: Limited Service/Sandwich

Sales growth: 27.3%

2

3

4

5

Chipotle Mexican Grill

Firehouse Subs

Total sales: $4.1 billion

7

Total sales: $1.8 billion

Sales rank: 14

Sales rank: 37

Total units: 1,755 (+11.6%)

Total units: 2,109 (+17%)

Segment: Limited Service/Sandwich

Segment: C-Store

Sales growth: 24.8%

Sales growth: 17.7%

Total sales: $544.4 million

8

Casey’s General Stores

Total sales: $776.1 million

Sales rank: 78

Sales rank: 57

Total units: 840 (+18.0%)

Total units: 1,880 (+4%)

Segment: Chicken

Segment: Chicken

Sales growth: 23.5%

Sales growth: 17.2%

Raising Cane’s Chicken Fingers Total sales: $415 million

Wingstop

Sales growth: 19.8%
Jimmy John’s Gourmet
Sandwiches

9

Total sales: $1.3 billion

Zaxby’s

Sales rank: 95

Sales rank: 42

Total units: 208 (+17.5%)

Total units: 658 (+11%)

Segment: Chicken

Segment: Casual Dining

Sales growth: 22.9%

Sales growth: 16.3%

Total sales: $664 million

10

Buffalo Wild Wings

Total sales: $3.2 billion

Sales rank: 65

Sales rank: 19

Total units: 671 (+13.9%)

Total units: 1,052 (+7.6%)
Source: NRN Magazine: Top 100 Chains Survey, 2015
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RESOURCES
Hotel Chain Websites
Marriott Corporation: http://www.marriott.com
Intercontinental Group: http://www.ihg.com/
hotels/us/en/
Accor: http://accor.com/gb/index.asp
Starwood Hotels & Resorts:
http://www.starwoodhotels.com/
Best Western International:
http://www.bestwestern.com/
Hilton Groups PLC: http://www3.hilton.com/
en/index.html
Le Meridien Hotels & Resorts:
http://www.lemeridien.com/
Carlson Hospitality Worldwide:
http://www.carlson.com/
Golden Tulip Hospitality/THL:
http://www.goldentulip.com/
Cendant Corp: http://cendant.com/
Global Hyatt Corp: http://www.hyatt.com/
hyatt/index.jsp
Choice Hotels International:
http://www.choicehotels.com/
Rezidor SAS Hospitality:
http://www.rezidorsas.com/
Club Mediterranee:
http://www.clubmed.com/
cgi-bin/clubmed55/clubmed/welcome.jsp
TUI AG/TUI Hotels & Resorts:
http://www.tui-group.com/en/ir/group/

92

Foodservice Chain Websites
McDonald’s: http://www.mcdonalds.com/
Wendy’s: http://www.wendys.com
Burger King: http://www.bk.com/
Subway: http://www.subway.com/subwayroot/
default.aspx
Taco Bell: http://www.tacobell.com/
Pizza Hut: http://www.pizzahut.com/
KFC: http://www.kfc.com/
Starbucks: http://www.starbucks.com/
Dunkin’ Donuts: https://dunkindonuts.com/
Domino’s Pizza: http://www.dominos.com/
Public-EN/
Arby’s: http://www.arbys.com/
Sonic Drive-In: http://www.sonicdrivein.com/
index.jsp
Chipotle Restaurants: http://chipotle.com/
Firehouse Subs: http://www.firehousesubs.com/
Jersey Mike’s Subs: http://www.jerseymikes.com/
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Name:

7
Date:

Review Questions
1. What is the definition of a hospitality chain operation?

2. What is the difference between a hospitality chain and a hospitality brand?

3. What are the different business models used in hospitality chain operations?

4. Describe the differences between the different business models used in hospitality chain operations.

5. Describe the relationship between a franchisor and a franchisee in hospitality chain operations.
When can the franchisors be more powerful than the franchisees?

6. What are the additional sources of revenue available to an owner in a Mixed Franchise Form
compared to a Simple Form?
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7. How would you describe a mega-corporation in hospitality? Explain how its operation is more
complex than other forms of business models.

8. What are some of the advantages of hospitality chain operations?

9. What are some of the disadvantages of hospitality chain operations?

10. List the top ten hospitality chain operations in the lodging and foodservice industries.
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