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Abstract

Analyzed were the ways of interpreting key terms of the hotel industry, it was found that the degree of their definition accu-
racy is connected with the level of development of the industry. The main assets and their role were identified in the formation
of competitive advantages of hotel enterprises. The human potential of the hotel business is the main source of competitive
advantage and generation of economic rent.The peculiarities of competition within hotel chains in the target market were
investigated. It was shown that network organization of hotel business plays a decisive role in the creation, development and

control of competencies. Identified and analyzed were the main types and organizational structure of the hotel chains.
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1. Introduction

Animportantfeature of modern organization of hotel
industry is its extremely high fragmentation. The
industry is noted for developed diversified structure
of hoteltypesasto specialization, categories, forms of
the consolidated business. The global hotel industry
fragmentation, its development in Ukraine reflects
the nature of the business, namely, orientation to
the complex structure of demand and high adaptive
competitiveness of the business in the market.

The phenomenon of the hotel forms organization
is the most topical and insufficiently studied in the
modern theory and practice of the hotel industry.

The primary active form of organization of the hotel
business in the past 40 years has been the establish-
ment of hotel chains as a peculiar symbol of global
changes in the market of hotel facilities competi-
tion. The interest shown in specific hotel chains and
the strategy of their development is due to several
reasons. First, this form of organization is extremely
rapidly developing, the share of investment capital
turnover is constantly increasing, especially in eco-
nomically developed countries. The activity of
the hotel industry is a kind of indicator of popula-
tion welfare and the state of economy. Second,
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the formation and development of hotel chains,
especially international, reflects the globalization
of the economy, industrial infrastructure, the entry
of multinational companies into regional markets
and, at the same time, the expansion of market
share of the business. Third, the chainwide form of
organization of hotel business is characterized by
the highest potential of competition of generated
intangible assets in its structure - intellectual
potential.

For theoretical interpretation of the economic-
institutional phenomenon such as the hotel chain,
you first need to identify the definition of the term
“hotel” at the level of resource provision and identify
the key intangible assets for the development of
sustainable competitive advantages and formation
of highly consolidated forms of hotel business.

2. Evolution and definition of the concept
of “hotel”, the features of the organization
of hotel companies

The key term of the hotel industry “hotel” is
differently interpreted in the literary sources. At
the legal and regulatory level, it is an enterprise of
any form of incorporation and form of ownership,
consisting of six rooms and providing hotel services
for temporary accommodation with mandatory
other kinds of hotel service” (3akoH YkpaiHu “lpo
Typusm’, 1995), “a house with furnished rooms for
short stay of guests” (bpaiimep, 1995, p. 18), “this is
a building (complex of buildings) with a complex
24-hour technological process in which clients are
guaranteed the provision of rooms (hotel beds), as
well as additional services aimed at comfortable,
convenient and safe consumption of the hotel
product” (KabywwkmH, boHpapeHko, 2003, p. 48), “the
company that provides outside people a range of
services, the primary ones among which (complex-
ing) are equally accommodation services and meals”
(KabywkuH, bBoHgapeHko, 2003, p. 26).

The comparative analysis of the definition of
“hotel” in Ukrainian and post-Soviet sources finds
its constricted nature, attention is primarily being
focused on commercial and legal functions and in
a dominant sense, the technologically functional
purpose of the enterprises is emphasized. The bias
of such approaches is maintained and transmitted
spontaneously, despite the change in the economic
system and the almost complete change of
ownership from the state to individual private forms
of entrepreneurship. The multiplicative nature of
market forms of organization of the hotel industry
has been actively manifested in the last 10-15

years in Ukraine, in particular in the consolidated
forms - hotel chains, and reflects the fact of
creating sustainable competitive advantages in
the hotel business. In addition to the understudied
practical aspects of the organization of the hotel
business forms, there is a need to adjust conceptual
frameworks, in particular the concepts of “hotel’,
“hotel chain”and other derivative terms.

In the countries with developed conceptual basis
for the development of the hotel industry (primarily
the USA and Europe), the conceptual framework
includes more adequately substantiated content
of the key concepts. (Mehmetoglu, Altinay, 2006).
In particular, the Italian scholar G. Rispoli defines
the term of “hotel” as “the place (building) which
ensures the production, supply and provision of
accommodation services and support services to
individuals who normally live outside the place of this
residence” (Rispoli, 1996, p. 121). “Hotel enterprise”
is defined by the author as an organization that
focuses on making a profit and which manages one
or more business units (commercial hotels).

In modern theories of the organization of hotel
enterprises, focused on the study of factors and
mechanisms of formation of competitiveadvantages,
dominates the resource concept (Foss (ed.), 1997).
According to this concept, the high fragmentation
of hotel enterprises is the consequence of their
adaptability to the environment, primarily deter-
mined by human resource, organizational skills of
managers of the company. Human potential is the
main factor, it is a source of competitive advantages
of the hotel and income generation. Professional
management develops the strategy of the enterprise
development, it explains at the operational level the
causal relationships in the business process, creates
a performance culture, introduces technological
or managerial know-how, thus forming appropri-
ate characteristics to the individual hotel, group of
enterprises, business philosophy.

For extremely dynamic sphere of activity, which
is the hotel industry, it is important to develop
mechanisms to protect the strategies embodied
in the management innovations from probable
copying by competitors.

The development of any type of enterprise
is characterized by a combination of seven key
assets: human, material, financial, technological,
geographic location, organization, image. Each of
the assets is important at a specific functional stage;
however, the human, organizational and image
assets play the key role in the creation of com-
petitive advantages These types of assets, due to
their intangible nature, are difficult to identify and
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measure by quantitative and qualitative indicators
(Chen, Dimou, 2005, p. 1732).

The assessment of the use of organizational
resources (selected development strategy, corporate
culture, personnel management, quality control,etc.)
is identified in the functional activities of the hotel
as well as in the combination of each pre-specified
function (Rispoli, 1996). According to the logic
above, we can summarize:

the potentialities of hotels involve an effective
diversification, particularly in general management,
operations management, marketing, distribution,
financial management, but first and foremost, they
are determined by human and organizational assets
of the enterprise;

- in marketing research, a company’s image is of
particular importance;
« material and human assets of the hotel form the
basis for high quality of operating activities;
« hotel location greatly affects the hotel profits and
distribution of potential services.
Each hotel enterprise generates its appropriate
combination of assets that are necessary for mean-
ingful competition. In one company, a competitive
advantage can be formed on the basis of one as-
set, in others - on the complex combination of
several assets. Organizational capabilities play
a key role in the formation of effective relationships
between resources and their combination in the
accommodation facilities.In contemporary strategic
management theory, it is the organizational
capabilities that are defined as an intangible asset,
which is the most difficult to borrow and imitate and
is therefore the most reliable source of sustainable
competitive advantage (Wiertz et al., 2004).

The hotelindustry is formed from arelatively large
enterprises which are characterized by the complex
activity that is generated from the production,
supply and provision of accommodation services
and other additional related services. The efficiency
of competitive solutions in the hotel industry
depends significantly on the chosen model of the
asset management, the temptation of quick and
substantial economic effect should be balanced by
the required quality and uniqueness of the provided
services.

Hotel chains formed of enterprises located in
different countries are united by common brand. To-
day, this form of organization of hotel business has
become mainstream throughout the world. Most
international hotel chains are global companies that
attract the investors'capital in different countries,
international transactions creating the main
source of their profits.The priority strategy of many
international hotel chains is global expansion, the
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maximum coverage of the strategically important
regions. However, the hotel chain is a dynamic brand
which, within a certain region, absorbs and reflects
in its activities the elements of local culture, local
economic characteristics, maximally adapted to
the regional characteristics of the market business
development (Lovelock, Yip, 1996, p. 66).

3. Organization and types of structure
of international hotel chains

The hotel network is unification of hotel companies
and related forms of organization of economic
activity in other sectors of the economy into
a long-term, mutually beneficial system with char-
acteristics of strategic management distinct from
other similar networking enterprises with the
aim of gaining maximum economic benefits. In
hotel chains, mutually beneficial joint actions are
clearly shown and are reflected in marketing, com-
mon system of information interaction reflected in
a single reservation system, as well as the globally
distributed network brand, which ultimately leads
to strengthening the competitive position of the
hotel chain and each enterprise in particular. The
unification of hotels into a hotel chain provides, first
of all, for the transfer of organizational competences
to one another, which is eventually accompanied
by creation of key factors of the hotel chain
competitiveness and formation of rent (YepHbiwes,
2000; Gununnosckun, LLimaposa, 2003; YyaHoBcKMIA,
KykoBa, 2006).

A distinguishing feature of the hotel chain forms
of the organization of hotel business is activity in the
high-class segment: 4-5 star hotels, and the need
for each enterprise to comply with high standards
of service quality. The advantage of the hotel chain
organization of business is the ability to create,
develop and control required competencies among
the members.

Experts of the hotel business market, regarding
the criteria for the organizational structure of hotel
chains, differentiate two main types. The first type is
a functional technical network, it forms the internal
level, the basis of management. At this level oc-
cur processes of information exchange, interaction
between hotels of the same brand. The second type
is the external network, the level which includes all
the partners of the chain. This level also includes
partners of other brands within the association of ho-
tel chain brands. In particular, the internal functional
network of the hotel chain Radisson SAS is formed
from the hotels under the Radisson SAS brand, while
the network of external interaction consists of the



Modern strategies of highly competitive organization of hotel chains 75

Rezidor SAS partners. The Rezidor SAS hotel chain,
in turn, is part of the network merging SAS Airlines
“which is a parent” hotel chain of portfolio-managed
hotel brands Park Inn, Radisson SAS, Country Inn and
other brands, each represented by its own concepts
of development, the categorization system, the
target client groups.

In the structure of the hotel chain stands out
the core, the central enterprise with the function
of organization of the entire network, which deals
with developing the total marketing concept,
establishing mechanisms of dissemination of the
brand culture, support of the hotel chain brand and
proposal standards (Fuchs et al., 2000).

The structure of the central core of the hotel
chain often includes the company-developer with
which the central hotel office interacts on issues of
strategic development. The company-developer
performs the functions of finding new markets,
expansion of hotel chains, the search and purchase
of real estate according to specific criteria, deals
with reconstruction, construction of new hotels for
the hotel chain, etc,; thus, the partnership with the
company-developer is effected within the spectrum
of issues in the property sector (CmnpHoBa, 2005; la-
nacrwok, 2012).

Another important aspect in the organization
of activities of the hotel central office is provision
of automated information exchange within the
hotels of the chain in the matters of operational
management. The information exchange system
is provided by using the product of advanced
information technologies in the hotel business,
it exercises control over the reception and
accommodation of guests in hotels, coordinates
and optimizes the work of all personnel, provides
automated managerial and financial exchange, en-
sures centralized network planning and easy access
to all major global distribution systems.

An important element in the organization of the
chain brand central hotel office is development of
strategic competitive advantages of the hotel chain:
components of external and internal marketing,
material (tangible) and intangible components
of services. The success of the organizational
competence of the hotel chain is only provided by
rational combination of each of these components
(Fuchs et al., 2000).

Some hotel chains are formed with dual cen-
tral office. In such hotel chains, the highest level of
management is formed with participation of the en-
tire hotel association the structure of which incorpo-
rates the given hotel chain. The hotel association is
based on the well-known brand which is a guarantee
of high quality services of the hotel chains that are

included in this hotel association. Hotel associations
develop standards and bring together the individual
hotel chains and independent hotels, ensuring
a high organizational competence. The second level
of the central office is the hotel corporation itself
which provides coordination of hotels in a certain
region of the world.

Building hotel chains in dual-level associations
is a modern tool to gain competitive advantage.
Each association is built according to appropriate
concepts and unites in its structure only hotels with
the appropriate brand and concept.

Individual hotel chains in the structure of the as-
sociation unites enterprises in different countries
and with different organizational forms: whether it is
management contract, franchising, total ownership
of the central hotel office of a hotel in the hotel chain,
etc. The choice of organizational form is determined
by economic effect and depends on location,
category, hotel capacity (bedspace). In addition to
hotel premises, the structure of the hotel chain may
include providers of integrated logistics services,
consulting companies, financial intermediaries,
providers of related services, companies to support
electronic reservation systems, etc. Taking into ac-
count the high quality and significant volume of
services in hotel chains, the structure of suppliers
can be particularly extensive. The interaction of
the individual hotel and supplier in the hotel chain
can be regarded as a kind of source of managerial
competence which takes into account the local level
of organization, the value of which strengthens the
overall brand.

4. Conclusions

Thus, the monopolization of the market of hotel
services by hotel chains in the regions with well-
developed hotel business in the second half of the
twentieth century and different organizational
manifestations in their build demonstrates
competitive advantages of the consolidated forms
of the hotel business organization. The hotels within
a hotel chain can make more efficient use of the en-
vironmental opportunities and internal resources of
hotel chains in shaping managerial competences
that are important in creating a high quality hotel
product.
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