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ABSTRACT

The hospitality industry is perpetually disrupting its conventional models due to the following
reasons - evolving guest preferences, maturing digital technology, altering source markets and
transforming destinations, rising demand for experiential and luxury travel, growing
sustainability practices, mergers and acquisitions, and ingenious business techniques; all
incorporating to tremendously transform the hospitality industry terrain. Given this
consequential transition in the hospitality sector, it’s crucial for stakeholders to assess and
strategize on primary evolving themes. This research paper highlights the significance for
transformations in the hospitality business trends and strategies, and the obstacles they
encounter during this process. Furthermore, it discusses the evolving business models in the
hospitality industry and examines the trends in business prototypes for global leading hotel
chains. The white paper finally concludes with suggestions for the way forward to achieve
success in the dynamic hotel industry.

Introduction

The worldwide hospitality industry sector comprises a wide spectrum of business opportunities
that facilitate services to clients in the following segments: lodgings and accommodation, food
and beverage, and travel and tourism. For example, these comprise hotels, motels, restaurants,
bed and breakfast inns, ski lodges, cafes, clubs, bars, cloud kitchens, travel agencies and tour
operators, event planning, theme parks, cruise liners etc. These sectors are client-focused but
they deliver diverse grades of service.

The global hospitality industry is famous for its flexibility, and ability to adapt to market
conditions, and currently, this sector is experiencing deep transformations. In an age of varying
customer tendencies, maturing technological skills, enhancing worldwide online connectivity
and evolving fresh business norms are directed towards re-determining the hospitality industry.
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Conventional business strategies are becoming less beneficial, and hospitality industry
stakeholders and suppliers must adjust to survive competitively. Hence, to enhance customer
experiences, hospitality leaders are executing ingenious business measures comprising shared
economy and online platforms, artificial intelligence and digital skills such as virtual reality.
Business hospitality leaders must concentrate on invention, flexibility and digital adaptation to
be successful.

Hospitality business strategy modifications are essential for meeting evolving customer demands,
enhancing effectiveness and steering innovation. Hospitality leaders who can adjust and recast
their company norms will prove to be well-positioned to thrive in the long term. These concepts
are further elaborated in this section.
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e Adjusting to dynamic consumer behavior and tendencies and adapting to competitive
market scenarios and rising costs is essentially crucial. Also, adaptations assist incumbent
performers to compete efficiently with disruptive innovations. For example, hospitality
leaders are leveraging digital skills like mobile applications to improve consumer brand
awareness and experiences, enhance functioning efficiency, and streamline delivery
services. Technical specialization can dramatically enhance customer experiences. This
mandates an emphasis on customer-centric techniques, skillfulness, and digital
transformation.

e Furthermore, hospitality leaders are embracing fresh business models like online
platforms and shared economy models, which permit them to tap fresh consumer
sections, boost their market spread and even propose expenditure reductions and make
better adaptability trends for hospitality businesses.

e Moreover, the hospitality industry model adaptation is crucial for sustainable
development and long- term success. As the business industry matures, hospitality
leaders tend to adjust, be innovative and strive to be competently placed to succeed in the
future. Hospitality firms should proactively remain ahead of trends and respond favorably
to industry movements rather than have delayed reactions to them. For example,
hospitality leaders should take up environmentally friendly initiatives rapidly, and
resonate with eco-friendly consumers, hence achieving sustainable development goals.

e Diversification of earnings streams is essential. This transition permits firms to tap into
diverse consumer sections and income streams. Furthermore, streamlined procedures
diminish operating expenses and enhance profitability.

Nonetheless, as the hospitality business enterprise matures, multiple challenges arise in the
hospitality business model mutation. Listed in this section are some of the crucial challenges
which arise in this transition:

e Technical integration can prove to be a major obstacle as this requires specialised
expertise and infrastructure. Integrating fresh technical skills into current functioning
systems can be complicated and expensive.

e Furthermore, with advanced technology arises an increased threat of data infringements
and privacy concerns. Hospitality business leaders must ensure that their new procedures
are safe and secure and that client privacy is safeguarded.

e Staff training, skill building and adjustment are very crucial. Workers require training to
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employ fresh technical talent and resistance to transformation can hinder the adaptation
process. Hospitality business cultures can be insusceptible to modification, hence,
making it problematic to execute fresh business norms and technical advancements.
There may be opposition to transformation from within the business enterprise and from
exterior stakeholders.

e Transforming business models often requires significant upfront investments in new
technologies, infrastructure, and expertise. Hospitality leaders must ensure that they have
the resources to maintain and support new systems over time. Furthermore, with these
modifications regulatory compliance with regional laws and licensing prerequisites can
be challenging.

e The global hospitality enterprise is extremely competitive, with established performers
and fresh entrants competing for a greater market stake. Staying in front of the race needs
persistent innovation and transformation. Hence, business hospitality leaders must keep
up with evolving business movements and technical knowledge to survive. For example,
client engagement is crucial for the success of the hospitality industry and engaging
clients can be difficult. Hospitality leaders should communicate well with clients and
involve them in the strategy to ensure that their demands are satisfied.

Grappling with these challenges will need a mix of leadership skills, expertise knowledge and
strategic planning. Business hospitality leaders should be inclined to take up business-related
perils; finance fresh innovations, technical advancement and expertise skills, and construct
alliances to thrive in this current time of hospitality business prototype modification.

Furthermore, the success of the hospitality business depends greatly on travel trends. The trends
listed here are based on the McKinsey & Company report, The State of Tourism and Hospitality
2024. Exhibit 1 depicts global travel trends. Global outbound travel is the highest for domestic
travel, followed by intra- regional travel and then lastly by inter-regional travel for 2023 to 2030
(projected). Also, the respective trend is the same for global outbound lodging nights. Exhibit 2
highlights a detailed description of the domestic, intra-regional and inter-regional travel trends
for 2023 to 2030 (projected) for different parts of the globe. Here also domestic travel is ranked
the highest. Exhibit 3 depicts the comparative trends in travel spending in Eastern Europe, India
and Southeast Asia for 2023 to 2030 (projected); India has the highest CAGR of 9% versus 7%
each for Eastern Europe and Southeast Asia. Exhibit 4 portrays the global ranking on travel
destination ranking for 2023 and the anticipated change in 2030 (projected), where Thailand
seems to be the leader in the list indicating that it would have the highest hospitality business
growth per square meter. Exhibit 5 depicts the source of inspiration for travelers and
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recommendations from family and friends seem to be the highest source of inspiration. Exhibit 6
depicts travelling trends among different generations and Generation Z has the highest value as
compared to other generations.

Exhibit 1: Trends in global outbound travel and lodging for 2023 to 2030 (projected)

Domestic travel still represents the bulk of the travel market, even as
intraregional and interregional travel ramp up growth.

Global outbound ledging nights, by source, Global outbound travel spending, by source,
hillions $ billion'
387 a8
0.9 Interregional

73 nterregional

Intraragional
274
4.5 ntrareginal
Domestic
Domastic
2003 2030 2023 2030
projected projected

Source: Oxford Economics
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Exhibit 2: Global domestic, intra-regional and inter-regional travel trends for 2023 to 2030
(projected)

Intraregional travel is the second-largest opportunity, after domestic travel,
and is growing.

Source of travel by region,” % of incoming travel M Domestic MIntraregional Interregional
2023 2030 projected
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Middle East  Sub-Saharan Africa (|| G
Middle East BT EEe 20
Asia Mortheast Asia T . -
South Asia 80 LU
Southeast Asia NS N ¢
Oceania "

Mote: Interregional refars to inter national travel outside a region; intraregional refers to international travel within a region. Regions for the purposes of this
exhibit are Americas, Asia, Europe, and Middle East and Africa, Figures may not sum to 100%, because of rounding.
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Source: Oxford Economics

Exhibit 3: Comparative trends in travel spending in Eastern Europe, India and Southeast
Asia for 2023 to 2030 (projected)

Rising source markets are adding new travelers to the global mix.
Outbound travel AS 9% ™%
spending, $ billion, % 369
inflation adjusted 319
228 217
176
148
Eastern Europe India Southeast Asia
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f ed f

Source: Oxford Economics
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Exhibit 4: Global ranking on travel destination ranking for 2023 to 2030 (projected)

New travel destinations are gaining traction, while established favorites see
continued demand.
Destination ranking based on 2023 rank 2030 projected rank
total travel spend (domestic and ‘ E
international), select countries' Thailand 8 2

India 11 ‘ =7/ 11

Philippines 35 | ; 32

Vietnam 37 7 35

Peru 77 | 68

Rwanda 140 | y 134

Source: Oxford Economics

Exhibit 5: Source of inspiration for travelers

Travelers cite many sources of inspiration for trip planning, but most
common is a recommendation from family or friends.

Sources of travel inspiration, % of respondents selecting option’

Online Family/  Destination- Social
Family/ Search booking friends’ specific Online Travel Hotel Guide- media
friends engine platform social media website forum blog website books influencers

Source: McKinsey State of Travel Survey, Feb 27—Mar 11, 2024 (n = 5,061)

WWWw.ijsser.org Copyright © I1JSSER 2025, All rights reserved Page 1062




International Journal of Social Science and Economic Research

ISSN: 2455-8834

Volume:10, Issue:03 "March 2025"

Exhibit 6: Travelling trends among different generations

Younger generations are more willing than other generations to devote
significant spending toward travel experiences.

Share of respondents reporting splurging on experiences while traveling, %’

Gen Zers Millennials Gen Xers Baby boomers
(age 18 to 25) {age 26 to 41) (age 4210 57) (age 58+) Overall
52 47 39 29 29
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0000000000 0000000000 90000000D0CPOCOFD OSPOCDOCOCNOCIOOIOOTPDTST OOOCODOTDOIODOOYTY
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Source: McKinsey State of Travel Survey, Feb 27-Mar 11, 2024 (n = 5,061)

This research paper studies the innovative business models in the hospitality industry specifically
for hotels, exploring how fresh business models have disrupted traditional hotel models and
norms.

Evolving Business Models in The Hospitality Industry

Listed below are some evolving business models in the hospitality industry due to altering market
conditions and changing customer preferences.

1. Luxury Boutique Hotels: Luxury boutique hotels cater to distinct guests and demographics,
establishing them to be apart from regular chain hotels. These properties facilitate a distinctive
combination of intimate ambience, personalised service, and remarkable style tone. These hotels
are usually smaller in scale and contrast the uniformity of bigger hotel chains. These properties
have swelled in popularity, delivering distinctive and personalized traveler experiences.

According to the McKinsey & Company report, The State of Tourism and Hospitality 2024,
Exhibit 7 depicts the trends in the global luxury-hospitality market by different consumer
segments in 2023 and for 2028 (projected). The high net worth and very high net worth
individuals seem to be contributing to the maximum growth of 14% each for the period; an
estimated value of CAGR of 10%. Exhibit 8 portrays the global supply of luxury leisure lodging
units by different regions and Asia-Pacific emerges to be the leader in the race, as of 2024.
Exhibit 9 highlights the motivation for leisure travelers, and the aspiring luxury traveler has
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distinct motivations as compared to other travelers as they prioritize novelty, culture and history,
and authentic experiences. Exhibit 10 depicts the anticipated trip type trends by luxury and
mass travelers; luxury travelers primarily undertake traditional classifications of trips,
nonetheless they are more likely than mass travelers to undertake more specialty trips. Exhibit 11
portrays the worldwide supply of luxury leisure lodging by trip type (percentage of units); where
the results depict that the luxury-hotel supply may not be meeting the demand for sun and beach
travel or for mountain and skiing travel.

Exhibit 7: Trends in the global luxury-hospitality market by different consumer segments

The luxury-hospitality market is large, and some segments are
growing quickly.
Global spending on luxury leisure hospitality, by wealth segment,’  billion
1::.::}.:.
391
9%
Total market 239
14%
Ultrahigh net worth
Very high net worth
14%
High net worth
Aspiring luxury 84 5% L)
2023 2028 projected

Source: Capgemini; Credit Suisse; Knight Frank; Wealth-X; McKinsey analysis
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Exhibit 8: Global supply of luxury leisure lodging units by different regions

Asia has become the epicenter of luxury lodging, with momentum building.

Global supply of luxury leisure lodging,’ by region, % of units

Asia=Pacific Americas Europe Middle East

Source: McKinsey State of Tourism Survey, 5,061 travelers, Feb 27-Mar 11, 2024

Exhibit 9: Motivational factors for leisure travelers

The aspiring luxury traveler has distinct motivations from other travelers:
they prioritize novelty, culture and history, and authentic experiences.

Motivations for leisure travel, by amount spent per night, % of respondents

Exploration of Cultural or Authentic experiences or Experience of
someplace new historical trip cultural immersion new things

300 5BOO 750
Amount spent per night, $

41
300 500 780 ) 300 BOO 750

300 500 750

Source: McKinsey State of Tourism Survey, 5,061 travelers, Feb 27—Mar 11, 2024
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Exhibit 10: Anticipated trip type trends by luxury and mass travelers

Luxury travelers still predominantly take traditional types of trips, but they
are more likely than mass travelers to go on specialty trips.

Share of travelers planning trip type in coming year, by traveler type,’' % of respondents

80 80
® Mass traveler
@ Luxury traveler

3
Go G0
b p
L ]
L
y
0 40
20 20
| I ] I 2 .
Beachor Relaxing City Cultureor . Cruise Adventureor Road Skiing or  Sailing or Safari
sunny getaway break history adrenaline trip winter trip  yachting
weather sports
Traditional Adventurous Specialty

Source: McKinsey State of Tourism Survey, 5,061 travelers, Feb 27-Mar 11, 2024

Exhibit 11: Global supply of luxury leisure lodging by trip type (percentage of units)

The luxury-hotel supply may not be meeting the demand for sun and beach
travel or for mountain and skiing travel.

Global supply of luxury leisure lodging, by trip type, % of units

MNature or Beach or Skiing or
City or urban area countryside sunny weather mountain

- I

Share of travelers planning trip type in 2024, %6 of respondents
Skiing or ‘
mountain

26

Beach or sunny
weather
63

City or MNature or
urban area countryside
49 56

Source: STR; McKinsey State of Tourism Survey, 5,061 travelers, Feb 27—Mar 11, 2024
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2. Short-Term Rentals, Home-Sharing as well as Holiday Residences: This constitutes one of
the greatest disruptive models of conventional hotels and this sector is thriving. For instance,
Airbnb, which is an online marketplace that adjoins individuals who wish to rent out their
property with individuals who are on the hunt for lodgings, generally for short stays; has
experienced remarkable expansion over the years. This platform proposes to host a moderately
straightforward manner to gain some revenue from their assets. Also, guests often discover that
Airbnb rentals are more economical as compared to hotels and their environment is more home-
like. As per Statista, in 2020, Airbnb had more than 5.6 million active listings globally, with a
net income of roughly US$3.4 billion in the last quarter of 2020. Hence, at Airbnbs tourists tend
to experience extraordinary, personalized stays usually at additionally competitive prices as
compared to conventional hotels. Exhibit 12 depicts the growth trends in home-sharing facilities
like Airbnb versus hotels from 2017 to 2027(projected), and the home sharing sector has shown
considerable expansion.

Exhibit 12: Growth trends in home-sharing facilities like Airbnb versus hotels from 2017 to
2027 (projected)

Home sharing is here to stay.

Accommodation booking value, by type of stay, $ billion 1,657

977
Other' 135

Home sharing -

Hotels

Source: Oxford Economics
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3. Co-Living Spaces: Co-living is a residential neighborhood occupancy example that puts up
three or more biologically unrelated individuals living together in the same residing unit.
Normally, co-living is a kind of planned society that provides shared housing for individuals
with analogous values and preferences. Co- living spaces are accumulating attention among
digital nomads, millennial and remote employees searching for society-type lifestyles. As per
Statista estimations, by 2025 the international co-living market is anticipated to be valued at
US$18.37 billion. Co-living spaces incorporate lodging and hospitality, fostering sociable
interchange and comfort.

4. Virtual Hotel Operators (VHOSs): VHOs support tourists in choosing accommodations as
per duration, expense budget and area. VHOs are firms that function as middlemen between
hotels and travelers. They propose to hotels a path to achieve a broader client spectrum and to
travellers a manner to block rooms at reasonable prices. Several good examples of famous VHOs
are the following - Airbnb, Booking.com and Expedia.

5. Food and Beverage Delivery Services: Food and Beverage delivery services are a facility in
which a restaurant, shop, or independent food-delivery firm delivers eatables to a consumer. An
order is generally placed through a call, the supplier's website or mobile app, or via third-party
food delivery services. Food delivery platforms such as DoorDash, Grubhub and UberEats
experienced significant enlargement due to the current pandemic. The food delivery market is
calculated to be worth more than US$25 billion in the United States. This platform delivers a
combination of food and beverage services, answering the evolving eating- out patterns of
clients.

6. Subscription-Based Travel Services: For a fixed fee for a fixed duration, say monthly,
subscribers can receive travel planning products or services like hotel accommodation, car
rentals, flights, etc. as they desire, selecting from different global locations. The travel
subscription program makes it a tempting opportunity for those individuals who value high-end
trip experiences. Subscription-based platforms such as Inspirato and BeRightBack are
penetrating the hospitality market scenarios and provide subscription-based travel services,
enabling members with access to extravagant holidays or weekend getaways for a fixed expense,
assuring a constant stream of income to the firm.

7. Sustainable and Eco-Friendly Practices: With growing global awareness of eco-friendly
activities in all industries, the critical emphasis on sustainability even in the hospitality sector has
arisen. Hotels, motels, restaurants, cafes etc. are embracing environmentally friendly trends, like
diminishing single-use plastics, executing energy-efficient techniques, and sourcing inputs
through nearby domestic areas. According to an analysis conducted by Booking.com around
87% of international tourists want to travel in an environmentally friendly manner,
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demonstrating a thriving market for eco-friendly hospitality enterprises.

8. Contactless and Advanced Digital Technology: The 2020 pandemic has sped up the
adoption of contactless and advanced digital technology. According to a study conducted by
McKinsey, around 77% of tourists utilized contactless check-in or mobile key alternatives during
the pandemic. Hotels have integrated advanced technology to minimize physical touch points,
put sanitizers in common hotel areas, enhance traveler security, and streamline processes.

Trends In Hospitality Business Model Modifications For Various Hotel Chains

The global hotel industry is transforming very fast and there are innumerable illustrations of
hotel business model modifications taking place currently. Leaders in the hotel industry are
embracing fresh business models like online platforms and shared economy prototypes and
taking on advanced digital technological changes like mobile applications and virtual reality to
improve consumer experiences in terms of better buyer satisfaction, higher efficiency, and
diminishing expenditures. Listed in this section are a few examples of hotel business prototype
modifications.

Marriott Business Model Modification

MARRIOTT

The Marriott chain of hotels, one of the globe’s biggest hospitality firms, has experienced a
substantial business prototype modification in current periods; concentrating on improving
consumer experiences, utilizing advanced technical skills and diversifying its income outlets.
One of the pivotal modifications the Marriott brand has brought in is the transition towards a
more asset-light prototype, where the firm owns fewer properties and rather partners with real
estate developers and owners to oversee and franchise hotels. This strategy has allowed the hotel
chain to concentrate on its main competencies of brand management, loyalty programs and guest
services while decreasing its economic risk. Exhibit 13 discusses the distribution of property
types for top publicly owned hotel companies in percentage terms, based on the The State of
Tourism and Hospitality 2024 report by McKinsey & Company. The report suggests that the
majority of publicly owned hotel firms prefer to transform to asset-light models, by availing
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franchising business strategies. There has been an increase in franchised properties by 9% from
2013 to 2023, while the self- managed properties have not grown for the same period.

Exhibit 13: Distribution of property types for top publicly owned hotel companies in
percentage terms

Accommodation is betting on asset-light models, but they don't suit everyone.

Distribution of property types for top publicly owned hotel companies,’ %

Franchised Managed Cramed

Source: The State of Tourism and Hospitality 2024, McKinsey & Company

Furthermore, the firm lays priority on advanced technologies and digital transformation and
innovation. The brand has invested a great sum in mobile apps, which let clients check in and
digitally view hotel rooms utilizing their smartphones, and facilitate customized suggestions and
regional experiences. The firm has executed a spectrum of advanced technologies, like
automated check-in kiosks and smart thermostats, to improve the client experience and
streamline processes.

Also, the brand has diversified its earnings inputs by extending into unique business
opportunities, like vacation rentals, all-inclusive resorts, and luxury properties. This has
permitted the Marriott chain to grow in fresh markets and lure a vast spectrum of clients, while
also decreasing its dependency on conventional hotel income sources. This business prototype
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mutation has been navigated by a dedication to invention, guest- centricity and strategic
alliances; permitting the firm to stay competitive and adjust to the altering demands of the hotel
business prototype modifications.

Airbnb Business Model Transformation

@ airbnb

Airbnb’s business prototype is a marketplace that links tourists aspiring for unusual and
economical lodgings with property owners who are inclined to rent their residences or spare
rooms in their houses. Nonetheless, over time, Airbnb has converted from a no-frills peer-to-peer
lodging rental podium to a full- fledged travel and hospitality firm, proposing a broad spectrum
of services, courtesies and experiences to tourists. Listed in this section are a few pivotal
modifications in Airbnb’s business prototype:

1.

2.

Coalitions with additional business opportunities: Airbnb has created alliances with
different business services, comprising airlines and car rental firms, to propose better
comprehensive travel packages for its clients. For instance, tourists can book their Airbnb
housing and flights via the same podium.

The proliferation of unique services: In addition to facilitating lodging services, the brand
has diversified into different travel-related services like experiences, tours, and restaurant
reservations. These services enable tourists to experience a comprehensive trip all under
one podium.

Improved security and trust elements: Airbnb has enforced assorted security and trust
characteristics to guarantee the protection of its customers, incorporating verified
identities, safe payment procedures and insurance policies.

Diversification of lodging classifications: While Airbnb commenced with merely spare
rooms and flats, it has extended to propose a broad spectrum of lodging varieties,
comprising unusual lodgings such as tree houses, boats, camps and yurts. Airbnb has also
brought into existence luxury lodgings, like castles and private islands, via Airbnb Plus
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and Airbnb Luxe platforms.

5. Integration of digital technologies: Airbnb has tremendously invested in digital
technologies to enrich the client experience, comprising customized search outcomes,
messaging tools and integrated payment strategies. Airbnb employs databases to facilitate
insights to hosts and to enhance the booking procedure for tourists.

Airbnb has altered the conventional hospitality sector by presenting unusual and customized trip
experiences, employing digital technology and partnering with additional hospitality businesses
to deliver extensive travel packages.

Hilton Business Model Transformation

Hilton

Hilton Hotel brand is another globally famous hospitality firm, which has experienced a
considerable business prototype modification in the current period, concentrating on enriching
the clientele experience, utilizing digital technological talent and boosting profit margins. Similar
to the Marriott brand chain, the Hilton brand has also transitioned towards a more asset-light
model, where the business owns fewer assets and puts together deals with real estate developers
and owners to function and franchise hotels. Hence, the brand has been able to emphasize its
primary business priorities of building the brand further improving guest services and
minimizing monetary risk.

As depicted in Exhibit 14 many hotel chains rapidly raised their foothold in pivotal locations and
client sectors via strategic acquisitions, attaining economies of scale in their operations.
However, now significant hotel chains have taken a break from a succession of considerable
acquisitions, further consolidations between big hotel trademarks seem unlikely. Similarly, the
Hilton brand followed this trend.
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Exhibit 14: Consolidation trends in the hotel industry from 2013 to 2023

Consolidation has been a significant trend that may taper off.

Number of properties across top publicly owned hotel companies’

40,000
+15% +7% +5%

30,000
20,000
10,000 I
0
2013 2014 2019 2020 2021 2022 2023

2015 2016 2017 2018

Source: The State of Tourism and Hospitality 2024, McKinsey & Company

Another significant transformation has been the company’s emphasis on advanced technology
and digital innovation. The brand has greatly invested in its mobile app, which permits visitors to
check in virtually, choose their preferred room choice and open the room door utilizing their
smartphone. The app also delivers customized suggestions and area specialties. The hotel chain
has also executed a spectrum of smart technologies, like digital keys and virtual concierges, to
enrich customer experiences and facilitate methodical operations.

The brand’s business prototype modification has been steered by a commitment to digital
transformation, laying emphasis on guest services as of prime importance and building effective
alliances, permitting the firm to remain competitive and adjust to the altering needs of the
hospitality sector. This hotel brand chain has also diversified its income sources by augmenting
into fresh spaces, like vacation ownership and timeshare. Additionally, establishing unique
brands like Canopy by Hilton - having unique design characteristics, integrating regional
materials, art and craftsmanship to construct an authentic space, and Tru by Hilton to lure the
youth clients by providing economical and modern lodging facilities; this business action has led
the firm to expand into fresh markets and lure more potential patrons; furthermore diminishing
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its dependence on conventional hotel revenue sources.

Radisson Hotel Group Business Model Transformation

=8 RADISSON
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The Radisson Hotel Group is an international hotel brand chain that has experienced substantial
business prototype modifications in the current period. One of the considerable modifications has
been the firm’s transition to a franchise and management contract prototype, which has enabled
it to grow fast while diminishing capital investments and functional expenditures. Under this
prototype, the brand no longer owns many of its hotels but rather supplies management and
franchise services to independent asset owners. This technique has facilitated the hotel brand to
extend its portfolio of brands and properties, comprising the launch of fresh brands like Radisson
Collection, Radisson RED and Radisson Individuals.

Also, the hotel chain brand has augmented its offerings to incorporate vacation rentals, meeting
and event spaces, and additional hospitality-related services. This diversification has been a
pivotal facet of the firm’s development and expansion.

The brand has furthermore executed sustainability initiatives to grapple with environmental
crises and meet the rising need for eco-friendly tourist prospects. The firm has set enterprising
sustainability objectives, like lowering its carbon footprint and water utilization and has
incorporated sustainability into its processes and brand strategy.

Another pivotal ingredient of the brand’s business prototype modification has been its emphasis
on digitalization and technological advancement. The firm has invested in digital podiums and
mechanisms to enhance client experiences streamline hotel processes and enhance earnings. For
instance, it has formulated a cell phone app that entitles clients to book rooms, manage
reservations and access loyalty programs.

The hotel's business prototype modification in the hospitality sector has been propelled by an
emphasis on franchising, digitalization, diversification and sustainability. By employing digital
skills, augmenting its offerings, coalitions with franchisees, and grappling with environmental
issues, the brand has set itself as a foremost performer in the international hospitality industry.
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AccorHotels Business Model Transformation
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AccorHotels, currently named Accor, is an international hotel brand chain established in France.
Over time, the firm has experienced meaningful business measure mutations to adjust to the
changing directives of the hotel industry. One of the significant changeovers that the group has
gone through is its transition from owning and managing hotels to evolving as a franchisor and
operator of hotel brands. This evolution enabled the brand to grow beyond the ownership concept
and manage hotels and to evolve into a multinational leader in the hotel industry.

The brand has extended its services beyond conventional hotel lodgings to incorporate serviced
apartments, co-working spaces and luxury home rentals. The firm’s priority on diversification
has let it enter into fresh markets and consumer segments, further reinforcing its status in the
hotel industry. Furthermore, the Accor group concentrates on advanced digital media to enhance
room occupancy and lure customers to pay higher room tariffs, hence increasing profits.

InterContinental Business Model Transformation
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Another famous hotel brand chain, the InterContinental Hotels Group (IHG), has gone through
substantial business prototype modifications directed at improving client experiences, enhancing
the use of advanced technology and growing its expansion in critical global markets. The IHG’s
business prototype adaptation has been propelled by dedicated innovation techniques, focusing
on client needs and demands, and effective coalitions, enabling the hotel brand to stay
competitive and adjust to the altering directives of the global hospitality sector.
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Furthermore, IHG has established unique brands like Avid, geared towards the mid-priced
market, and Voco, an upscale conversion trademark. The brand has extended its presence in
critical markets, especially in China, where the brand has concentrated on expanding its luxury
and upscale labels to grasp the rising demand from wealthy Chinese clients. Additionally, while
drawing a parallel between luxury travelers worldwide, it was discovered that contemplations of
star rankings are uniformly greater. Also, tourists from China and the United Arab Emirates are
more likely than other tourists to give higher importance to brands and loyalty programs, as
depicted in Exhibit 15. This conclusion could be impacted partly due to the existing hotel supply
in those nations. In China, for example, branded hotels with loyalty programs constitute the
majority of luxury accommodation. As the Chinese domestic hotel supply expands and the nation
is greatly monopolized by hotel chains rather than independent players, it could further boost the
significance of branding and loyalty programs.

Exhibit 15: Aspects given significance to while selecting travel destinations for various
nations
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Chinese and UAE travelers particularly value loyalty programs, hotel
branding, and star rankings.
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Source: McKinsey State of Tourism Survey, 5,061 travelers, Feb 27-Mar 11, 2024
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Analogous to the Marriott and Hilton brands, the IHG label has executed a transition towards a
greater asset- light model, where the business owns fewer assets and rather partners with real
estate developers and owners to operate and franchise hotels. This strategy has enabled these
brand chains to concentrate on loyalty programs, meeting client demand services, enhancing
brand management and lowering economic risks.

Emphasis on technology and digital innovation. The firm has also executed a spectrum of clever
technologies, like digital keys and voice-activated rooms, to improve the client experiences and
facilitate easy operations. The IHG brand has developed cell phone apps, which permit clients to
check in, choose from the room selection available and gain access to tailor-made proposals and
special regional experiences.

Best Western International Business Model Transformation

Best
Western

Best Western International is an international hotel brand chain that has experienced meaningful
business prototype adaptations currently. The firm’s transition to an international branding
technique has enabled it to grow fast and evolve as one of the gigantic hotel chains
internationally. Under this prototype, the firm owns the hotel brands and provides franchisees
with access to its reservation technique, marketing aid and additional resources. Franchisees, in
turn, run the hotels and pay royalties to Best Western firm for the usage of its brand name and
services.

The hotel chain has also diversified its services to incorporate vacation rentals and timeshares,
further extending its spread and appeal to a wider span of clients. This diversification has been a
critical aspect of the firm’s expansion and development. Additionally, a pivotal ingredient of the
company’s prototype conversion has been its emphasis on the enhancement of digital
technologies. The firm has invested in digital podia and implements it to enhance guest
experiences and easily manage hotel functions. Besides, the brand has executed sustainability
initiatives, like diminishing waste and preserving energy resources, to deal with environmental
issues and satisfy eco-friendly guests.
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Hyatt Hotels Corporation Business Model Transformation

Hyatt Hotels Corporation's business prototype mutation involves the firm’s metamorphosis from
a hotel ownership and management model to a more asset-light system concentrated on
franchising and management contracts. Under this system, the brand does not own the majority
of its hotels but delivers management services and signs franchise contracts with the independent
hotel owners. This strategy has allowed Hyatt to expand rapidly while reducing its capital
investments and operating costs.

Another example of the brand's business prototype mutation is its priority on brand
differentiation and client experience. The firm has invested tremendously in its brand portfolio
and founded unique brands, like Hyatt Centric and Hyatt Andaz, to lure diverse consumers and
address altering client tendencies. Hyatt Centric is a Hyatt brand which delivers full-service
lifestyle hotels in premium destinations. Developed to unite visitors to the spirit of action, Hyatt
Centric hotels are conceived to stimulate exploration and discovery so the guests seldom skip a
moment of adventure. The Hyatt Andaz brand assists in localizing the hotel property depending
on its regional background and provides moderately reasonable accommodations to its guests
exhibiting local culture.

The Hyatt brand has enforced sustainability initiatives in their business practices aiming to
diminish its carbon emissions, decrease energy consumption, promote energy-efficient devices
and reduce water usage. The brand also facilitates waste recycling, water recycling and
decreasing single-use plastic. Hyatt has also invested in technological skills and digital podia in
hotel functionality processes.

Hyatt’s business prototype mutation in the hotel industry has been steered by a principle on
asset-light franchising and management contracts, brand differentiation, advanced technology
adoption and promoting sustainability drives. By adjusting to altering client demands and
grappling with environmental crises, the brand has positioned itself as a leading performer in the
multinational hotel industry.
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Conclusion

Firms in any given industry tend to track down a power law curve - a small share of firms
account for an outsize amount of both profits and losses. Similarly, the tourism and hospitality
industry are no different. According to The State of Tourism and Hospitality 2024, report by
McKinsey & Company, over the last ten years, publicly listed lodging services facilities and
experience providers prospered their revenues at 3% and 4%, respectively, approximately in line
with transnational GDP expansion. However, from 2013 to 2023 accommodation providers
boosted their profits by 5% from an 18% to 23% increase, while experience providers remained
at an 18% average profit margin. Exhibit 16 discusses this concept. Looking forward we discuss
the techniques to remain ahead of the curve in this section.

Exhibit 16: Trends in publicly listed firms in accommodation service facilities and
experience providers

Accommodation has pulled ahead in revenue and profit.
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Source: The state of tourism and hospitality 2024, McKinsey & Company
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The future of hospitality business prototype mutation can be specified by technical integration,
enhanced customer demand personalization, sustainability promotion and a priority given to
guest security. Collective alliances, virtual reality knowledge and inclusive travel practices would
convert the hotel industry gradually. Additionally, hospitality leaders are likely to resume
embracing fresh business prototypes like online podia, using artificial intelligence and virtual
reality, and shared economy models, enabling them to tap fresh consumer sections and extend
their markets.

Sustainability is also likely to be a pivotal priority for hospitality leaders in the future and this
will mandate an emphasis on eco-friendly hospitality business practices and an obligation to
responsible tourism. Moreover, the 2020 pandemic sped up the innovations and execution of
fresh digital techniques and underlined the significance of flexibility, skillfulness and
responsiveness in hospitality processes. In the coming years, hospitality leaders are likely to
further build on this momentum, by funding advanced digital transformation and developing
abilities to enhance efficiency, diminish operational expenditures and improve client
experiences. To remain competitive in the hospitality sector, some skills are listed in this section.
By acknowledging these evolutions, the global hospitality enterprise would be able to reimagine
the tourist experience and prosper in a transforming world.

e Collective Alliances: Collective coalitions would evolve to be additionally prevalent.
Restaurants can partner with regional farmers and vendors, and hotels can collaborate
with food fitness brands to provide holistic guest experiences. These coalitions would
enrich offerings and build distinctive selling thresholds.

e Data-Driven Decision-Making: The characteristics of hospitality would depend
tremendously on data analytics. Businesses are likely to employ data-driven
understandings to comprehend consumer conduct, optimize menu offerings and make
knowledgeable marketing determinations. Artificial intelligence would help in foreseeing
future tendencies and adjusting to altering market dynamics.

e Digital Food Ordering Podia: The advancement of digital food ordering podia would
resume, navigated by customer inclinations for comfort. These podia, containing favored
apps such as Uber Eats and DoorDash, would further refine with time; and elements such
as augmented reality menu browsing, enriched user interfaces and predictive delivery
times would conquer the landscape.

e Tablet-Based Ordering: Tablet-based ordering strategies within restaurants would be
observed as an across-the-board adoption. These tablets would not only perform as
menus but also as a system for clients to place their orders, put in request aids and pay
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their bills. This technology would enhance dining experiences, decrease delays and
permit staff to concentrate on providing outstanding client services.

Advanced Online Ordering Software for Food Joints: The usage of advanced online
ordering software is likely to evolve as a crucial part of the hospitality industry. This
software would allow food joints to smoothly operate via their digital existence,
proposing online menus, real-time order tracking and integrated payment gateways.
With Al-driven algorithms, these procedures would furthermore facilitate personalized
menu recommendations to clients based on their past choice inclinations.

Free Online Ordering Systems: To lure fresh potential customers and maintain old
clients, numerous hospitality businesses are likely to provide free online ordering
procedures. These techniques would permit clients to place orders for pickup or delivery
directly via the restaurant’s website or app without incurring extra expenses from third-
party delivery services. Proposing free online ordering would provide food joints with
more authority over their digital presence and income.

Sustainability and Green Practices: Taking into account current scenarios on
sustainability, numerous hospitality institutions are likely to lay a robust intensity on eco-
friendly actions. This comprises avoiding single-use plastics, utilizing environmentally-
friendly packaging for takeout and delivery orders, sourcing local and organic
ingredients, using energy-efficient devices, and executing waste reduction strategies.
Sustainability endeavors would resonate with eco-friendly clients.

Enhanced Health and Safety Measures: With the occurrence of the COVID-19 pandemic,
health and safety would persist to be of utmost importance. Hospitality businesses are
likely to invest in progressive sanitation exercises, contactless interactions and health
monitoring technologies. These standards would reassure clients and evolve as a crucial
process to the all-around client experience.

Virtual Reality and Augmented Reality Experiences: Virtual reality and augmented reality
would be employed to develop outstanding dining, lodging and hospitality experiences.
VR could transport clients to various destinations or let them explore a restaurant’s
kitchen virtually. AR could enrich the in-restaurant experience by facilitating interactive
menus and overlays.

Personalization through Al: Al-powered personalization would expand beyond menu
recommendations. Hospitality businesses would employ Al to build tailored client
experiences, like room choices, dining alternatives and special amenities. This class of
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personalization would enrich client satisfaction and patriotism.

The future of hospitality business prototype adaptation can be specified by invention, alliances
and a customer-centric strategy. Hospitality providers who adjust and adopt modifications would
be well- positioned to prosper in this recent hospitality era. The hospitality industry is likely to
resume transforming the traveler experience and thrive in a quickly dynamic world by employing
these new technical skills and trends.
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