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Abstract | The paper assesses the factors that influence the location of hotel groups’ headquarters.
The concentration of headquarters in a particular country is modelled by three different variables: share
of Hotels 325 ranked hotel groups headquartered in the country, share of hotels in Hotels 325 ranked
groups headquartered in the country and share of rooms in Hotels 325 ranked hotel groups headquar-
tered in the country. Three groups of factors are assessed: hotel industry-specific factors (size of the
hotel industry, average capacity and share of affiliated hotels in the local hotel industry), tourism-specific
factors (size and importance of tourism industry, destination’s competitiveness) and the general business
environment (GDP, GDP per capita, population size, levels of globalisation, human development, and
corruption). The sample includes 116 countries. Findings reveal that highest concentration of hotel
groups’ headquarters is in countries with large hotel industries, high share of affiliated properties, high
tourism competitiveness index and in the USA. Tourism policy implication, limitations and future rese-
arch directions are also discussed.
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1. Introduction

1.1. Rationale

Why do some countries have numerous local
hotel groups, some of which have grown into glo-
bal market leaders, while other countries do not?
Which factors influence the concentration of hotel
groups’ headquarters in a few countries?

Research in the field of hotel groups/chains
is extensive (Ivanova, Ivanov, & Magnini, 2016).
It has focused so far on a wide range of topics
such as the process of internationalisation (Niñe-
rola, Campa-Planas, Hernández-Lara, & Sánchez-
Rebull, 2016; Rodtook & Altinay, 2013), the
choice of entry mode (García de Soto-Camacho
and Vargas-Sánchez, 2015), choice of a destina-
tion to enter (Ivanov & Ivanova, 2017), partner
selection (Brookes and Altinay, 2011), impact of
hotel chains on destination’s competitiveness (Iva-
nov & Ivanova, 2016a) and level of globalisation
(Ivanov & Ivanova, 2016b), but it has completely
ignored the location of hotel groups’ headquar-
ters. The location of hotel groups’ headquarters is
important for at least a couple of reasons. First,
it determines the applicable country law that go-
verns the relationships between the hotel group
and the affiliated hotel. The affiliation contracts
are prepared by the hotel group according to the
legislation of its home country. In its domestic ex-
pansion, the hotel group affiliates properties from
its home country, hence both the hotel group and
the property work in the same legal environment,
but this is not the case in the international expan-
sion – conflicts in the legal and/or tax treatment of
the affiliation contract between the hotel group’s
home country and the affiliated hotel’s home coun-
try are possible. Second, every company operates

in a specific cultural environment, which deter-
mines the acceptable business practices. In their
international expansion, hotel groups transfer ta-
cit and codified knowledge (in the form of service
operations manuals, staff mobility) and business
practices from their home countries to the host
countries, hence influencing the business practices
in the host country. Therefore, not surprisingly,
the cultural differences between the home and
the host country are widely considered as one of
the factors in the choice of entry modes by hotel
groups (e.g. Contractor & Kundu, 1998).

The geographic distribution of hotel groups’
member hotels is not equal throughout the world,
and so is the geographic distribution of their head-
quarters. Table 1 presents the distribution of hotel
groups’ headquarters by country and the number
of hotels and rooms that these hotel groups af-
filiate globally as listed in Hotels 325 ranking for
2015. Data reveal that 129 (or 39.69%) of the
hotel groups listed in Hotels 325 for that year are
headquartered in the USA and they control 47.37%
of the properties and 48.93% of the rooms in the
ranked hotel groups. China and Spain hold second
and third place. The hotel groups from the top 3
countries control 70.06% of the hotels and 70.84
of the rooms of all 325 hotel groups in the ran-
king. The concentration of hotel groups in a few
countries (as evident from Table 1) means that
their contract law and business practices guide the
operations of the majority of the chain affiliated
hotels in the world, thus leading to unification and
globalisation of the hotel business practices. In the
light of the above discussion, this paper aims to
empirically investigate the factors that influence
the geographic location of hotel groups’ headquar-
ters.
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Table 1 | Distribution of hotel groups’ headquarters by country

Source: Own construction based on Hotels 325 ranking (Hotels Magazine, 2016).
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1.2. Research hypotheses

Prior literature on the location of corporate he-
adquarters (Brauerhjelm, 2004; Egger, Radulescu,
& Strecker, 2013; Klier & Testa, 2002) identifies
various factors that influence the decision – ge-
ographic proximity to customers, suppliers, com-
petitors, R&D centres, tax levels, favourable re-
gulations, transportation accessibility of the site,
etc. In this paper we adopt the hotel chain mar-
ket presence framework developed by Ivanov and
Ivanova (2017), and group the factors into hotel
industry, tourism industry and general business en-
vironment factors. The hotel industry-specific fac-
tors include the size of the local hotel industry, the
average capacity of the accommodation establish-
ments and the share of properties that are affiliated
to hotel chains/groups. We consider that larger
hotel industries and higher share of affiliated pro-
perties provide better ground for development of
hotel groups in the country, because there are phy-
sically more hotels to be affiliated and the local ow-
ners and managers have the experience of working
with/for hotel groups. The high average capacity
facilitates the market penetration of hotel chains,
especially when they expand via management con-
tract (Ivanov & Zhechev, 2011; Ivanova & Ivanov,
2014), hence when the hotels have higher average
capacity they would be more attractive to be af-
filiated to hotel chains, thus stimulating the de-
velopment of local hotel groups as well. In this
regard the three hypotheses related to the hotel
industry-specific factors are:

H1.1: The size of the local hotel industry
is positively related to the concentration of
hotel groups’ headquarters in the country.

H1.2: The share of affiliated properties in
the local hotel industry is positively related
to the concentration of hotel groups’ head-
quarters in the country.

H1.3: The average size of hotel in the lo-

cal hotel industry is positively related to the
concentration of hotel groups’ headquarters
in the country.

The favourable tourism industry-specific fac-
tors (large size of the tourism industry, high impor-
tance of tourism for the local economy and high
destination competitiveness) stimulate the expan-
sion of the hotel industry and the formation of local
hotel groups. Therefore, countries with larger and
more competitive tourism industries could boast
more local hotel groups. The formulated hypothe-
ses are:

H2.1: The size of tourism industry is posi-
tively related to the concentration of hotel
groups’ headquarters in the country.

H2.2: The importance of tourism for the
economy is positively related to the concen-
tration of hotel groups’ headquarters in the
country.

H2.3: Destination’s competitiveness is posi-
tively related to the concentration of hotel
groups’ headquarters in the country.

In a similar vein, the favourable general bu-
siness environmental factors (large economy size,
large population size, high economic wealth of lo-
cal population, high levels of globalisation and of
human development of the country and low levels
of corruption) decrease country’s riskiness and im-
prove its market potential and attractiveness for
business (Cosset & Roy, 1991; Cuervo-Cazurra,
2016). This leads to a positive impact upon all
sectors of the economy, including tourism and hos-
pitality as a whole, and the hotel groups, in par-
ticular. Hence, the following research hypotheses
are formulated:

H3.1: Population size is positively related to
the concentration of hotel groups’ headquar-
ters in the country.

H3.2: Economy size is positively related to
the concentration of hotel groups’ headquar-
ters in the country.
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H3.3: Economic wealth of local population
is positively related to the concentration of
hotel groups’ headquarters in the country.

H3.4: Level of globalisation is positively re-
lated to the concentration of hotel groups’
headquarters in the country.

H3.5: Level of human development is posi-
tively related to the concentration of hotel
groups’ headquarters in the country.

H3.6: Level of corruption is positively re-
lated to the concentration of hotel groups’
headquarters in the country.

Finally, the data in Table 1 show that about
40% of the headquarters of hotel groups are loca-
ted in the USA. Hence, we hypothesise that geo-
graphy might play a role in the concentration of
hotel groups’ headquarters in a country:

H3.7: The concentration of hotel groups’ he-
adquarters in the USA is much higher than
in the rest of the world.

2. Methodology

2.1. Data and sample

In this paper we use the term ‘hotel groups’ to
denote all hotel companies that affiliate hotels in
their networks and exercise some form of control
over them (in terms of ownership, management,
marketing or else), although this is not necessarily
under the same or the corporate brand. Hence,
the hotel groups include the hotel chains (who flag
the properties under their brand) and the mana-
gement companies (who do not do it).

The concentration of hotel groups’ headquar-
ters in a particular country is measured by three
variables: share of Hotels 325 ranked hotel groups
headquartered in the country, share of hotels in
Hotels 325 ranked groups headquartered in the
country and share of rooms in Hotels 325 ranked
hotel groups headquartered in the country (Table
1). The last two variables reflect the differences
in the hotel groups’ size in terms of number of
affiliated hotels and rooms within their networks.
We have selected Hotels 325 as data source for
the hotel groups, because it is a publicly availa-
ble and a widely used ranking of hotel groups. It
should be noted that there is some overlapping
between the hotel groups in terms of the data
on hotels/rooms. It is possible that one hotel is
affiliated through a franchise agreement to a ho-
tel group headquartered in one country and to a
marketing consortium headquartered in another
country, hence it will be counted twice – for both
hotel groups in both countries. However, this does
not violate the validity of the results, because in
any case the hotel needs to comply with the rules
and regulations of both hotel groups and to follow
their business practices.

Table 2 shows how the factors influencing the
concentration of hotel groups’ headquarters are
translated into regression model variables and the
respective data sources. The absolute values of
the number of hotels and hotel rooms, average
capacity, GDP, GDP per capita, tourism GDP,
and population size are transformed into natu-
ral logarithmic form in order to avoid skewness of
results in favour of countries with large tourism in-
dustries/economies/populations or with high GDP
per capita. The final dataset includes 116 coun-
tries with available data for all variables (Table
3). The descriptive statistics of the variables are
reported in Table 4.
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Table 2 | Factors, variables, and primary data sources

Source: own construction



RT&D | n.o 27/28 | 2017 | 659

Table 3 | List of countries included in the analysis

Source: own construction

Table 4 | Descriptive statistics

Note: Numbers are rounded. In the dataset used in the analyses numbers were not rounded Source: own construction
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2.2. Regression models

The impact of the factors influencing the share
of hotel groups, hotels and rooms of hotel groups
headquartered in a particular country, is inves-
tigated through cross-section regression analysis.
In order to guarantee the methodological consis-
tency between the measurement of share of ho-
tels/rooms of hotel groups and the size of a coun-
try’s hotel industry, the models that use hotel-
based dependent variables (HotelGroupsShare and
ıtHotelsShare) have as independent variables the

total number of hotels (lnHotels) and share of af-
filiated hotels in the local hotel industry (MSho-
tels), while the models with a room-based depen-
dent variable (RoomsShare) have as independent
variables the total number of rooms (lnRooms) and
the share of rooms in affiliated hotels (MSrooms).
Furthermore, due to the high concentration of ho-
tel groups in the USA, we develop models with
(models 1, 3 and 5) and without USA dummy va-
riable (models 2, 4 and 6). The six specific regres-
sion models are:

3. Results

Table 5 shows the bivariate correlations
between the dependent and the continuous in-
dependent variables. The results reveal that the
dependent variables (HotelGroupsShare, Hotels-
Share and RoomsShare) are positively correlated
will all continuous independent variables exclu-
ding tourism’s share in a country’s GDP, and the
respective coefficients are statistically significant.
Tables 6, 7 and 8 show the regression models re-
sults with and without taking into account the

USA dummy variable. All models have high expla-
natory power and explain between 24.1% (Model
6) and 91.3% (Model 1) of the variation of the
respective dependant variable. In general, the mo-
dels that include the USA dummy variable (Models
1, 3 and 5) have significantly higher explanatory
power than the models without it (Models 2, 4
and 6). While the correlation analysis revealed
that nearly all independent variables are positively
and significantly correlated with the dependent
variables, the multiple regression models draw a
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different picture. The t-values of the regression
coefficients indicate that the concentration of ho-
tel groups’ headquarters in a country is positively
associated to the size of the hotel industry (the
respective regression coefficient is statistically sig-
nificant in 5 of the 6 regression models), the share
of affiliated hotels/rooms in the local hotel indus-
try (the regression coefficient is significant in all 6
models), the USA dummy variable (the regression
coefficient is significant in all 3 models with it)
and partially dependent on destinations’ compe-
titiveness (the regression coefficient is significant
in 3 of the 6 models). None of the other ho-

tel industry-specific, tourism industry-specific or
general business environmental factors seems to
have any impact upon the concentration of hotel
groups’ headquarters. Unsurprisingly, the findings
indicate that the characteristics of the domestic
hotel market are important determinants of the
development of local hotel groups – large hotel
industries and high share of affiliated properties
make the hotel market attractive for the establish-
ment and growth of local (domestic) hotel groups,
which can then later expand internationally.

Table 5 | Bivariate correlation results
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Table 6 | Regression model results: Share of Hotels 325 ranked hotel groups headquartered in the country

Table 7 | Regression model results: Share of hotels in Hotels 325 ranked groups headquartered in the country
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Table 8 | Regression model results: Share of rooms in Hotels 325 ranked hotel groups headquartered in the country

4. Discussion and Conclusion

This paper contributes to the advancement of
knowledge by identifying the factors that influence
the concentration of hotel groups’ headquarters
in particular countries. The answers to the rese-
arch hypotheses are summarised in Table 9. From
managerial and tourism policy perspective results
show that while the internationalisation of hotel
groups (Niñerola et al., 2016; Rodtook & Alti-
nay, 2013) definitely leads to their growth and
could transform them into global players, it is
the characteristics of the domestic hotel market
that ultimately facilitate the establishment of ho-
tel groups in a country and the concentration of
hotel groups’ headquarters in it. Still, the ave-
rage hotel size does not have any impact on the
hotel groups’ concentration in a country, which is
surprising, provided that by default hotel chains
prefer bigger hotels for their portfolio, especially if

they use management contract for their expansion
(Ivanov & Zhechev, 2011). A possible explana-
tion for this might be that 25 of the 300 hotel
groups are actually marketing consortia, which are
in general more flexible towards and preferred by
smaller properties because of the lower costs com-
pared to other types of affiliation (e.g. franchise
or management contract) (Ayazlar, 2016).

The main limitation of the research is that the
list of hotel groups is constrained to those ranked
in Hotels 325. This ranking is not comprehensive
and includes only a limited number of hotel groups
with at least 4000 rooms in their network. Hence,
the smaller hotel groups with a few hotels only are
disregarded. Future research may try to overcome
this disadvantage, provided a more comprehensive
ranking of hotel groups is available on a global
scale.
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Table 9 | Answers to research hypotheses
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