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The Economic Ascent of the Hotel Business

Preface

This book is about the hotel business and the economic contexts in which it
has evolved. The central thesis is that the size, structure and growth of the hotel
business in a country are functions of the prevailing economic structure. Thus,
fundamental to comprehending the economic ascent of the hotel business is an
understanding of the structural development of the economies in which hotels
operate and which provide the fertility for hotel demand and supply to grow.
The book draws on contemporary data and events to chart the historic develop-
ment of economies and of the hotel business to illustrate patterns in this fun-
damental relationship. The book also focuses on the economic conditions that
produced hotel chains of different sizes, structures and growth patterns and it
seeks to provide a more comprehensive basis on which future developments in
hotel demand, supply and performance can be contemplated.

The economic ascent of the hotel business has not been uniform because the
development of economic structures has not been uniform. Europe and North
America are the centre of the hotel universe, so that, with a combined popula-
tion of around 700 million and with around 10 million hotel rooms, they have a
supply ratio of 14 hotel rooms per 1,000 citizens. The rest of the world accounts
for a population of around 6 billion with 6 million hotel rooms, a supply ratio
of one hotel room per 1,000 citizens. The fundamental question is: what is it
about the economies of Europe and North America that generate a much higher
volume of hotel supply, and by implication hotel demand, than the rest of the
world? Those economies from Africa, parts of Asia, parts of South America and
parts of Eastern Europe that are grounded in agriculture and basic manufactur-
ing generate the lowest volume of demand for hotels, have the lowest supply
of hotel rooms and throughout history the economic ascent of their hotel busi-
nesses has been minor. At the other end of the continuum of economic structure,
the most advanced economies such as the US and Britain, have progressed to be
driven more by service businesses. They generate the highest volumes of hotel
demand and need the highest volumes of hotel room supply per citizen to ac-
commodate them. It is in these countries that the economic ascent of the hotel
business has been greatest. Thus, identifying the historical development of the
economic structure of these countries and the parallel development of their hotel
businesses is necessary to make sense of the different size, shape and prospects
of their hotel businesses.

In the most advanced economies the hotel business has existed and grown
throughout their economic history and has been dominated by two major trends.
First, the provision of hotel facilities and services has developed from small inns,
which were an extension of the home of the innkeeper, with primitive communal
sleeping and eating facilities for handfuls of travellers at any time to modern
mammoths such as Wynn Las Vegas, opened in 2005 with a development cost
of $2.7 billion in 2,716 rooms and suites, an 111,000 square-foot casino, 22
restaurants and bars, an 18-hole golf course, approximately 223,000 square feet
of meeting space, an on-site Ferrari and Maserati dealership and approximately
76,000 square feet of retail space.
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