SKIM MILK MASQERADING AS CREAM


By Stanley Turkel, MHS, ISHC

Someone recently remarked that if you watched only the commercials of lumber companies, you would think that they were in the “save the environment” business.

In a similar way, hotel franchise companies appear to be in the fair franchise business.  Just look at these rhetorical pronouncements:

“We want to be the most owner-friendly franchise company.”





Tom Keltner,





Executive Vice President





Hilton Hotels Franchise Development

“Choice makes this pact with its franchises in order to set a new standard in franchisor-franchisee relations.”





Chuck Ledsinger





President and CEO





Choice Hotels International

“I believe that a franchise system cannot be successful if the brands’ leadership does not understand the needs to their customers – the franchisee.”





Joseph Kane





President and CEO





Days Inn Worldwide

These minor adjustments still leave the essential and ultimate power in the hands of the franchisor.  As Bob Hazard writes, “I have found that franchisor’s rhetoric and today’s reality are clearly out of sync. …..The reality is that today’s hotel franchise agreements are amazingly one-sided and unfair, heavily skewed in favor of the franchisor.”  A major hotel company (franchisee of more than 100 properties) says that while “the language of license agreements may have been improved and shortened, the terms have never been tougher or more one-sided.”

Despite the minor movement toward fairness, most hotel franchisors have the ultimate power arbitrarily to:

· impose higher fees

· grant new franchises (similar or sister brands) anywhere at its sole discretion

· impose new physical and design requirements

· mandate sole source procurement

· reduce service to franchisees

· sell, merge or consolidate the franchise organization

· impose exorbitant liquidated damages in the event of termination

· restrict a franchise owner’s freedom to sell his property

· require personal guarantees from owners of franchised hotels

· sell market data including the names, addresses and preferences of millions of hotel guests

· control the agenda and output of the in-house franchise advisory council

· expand marketing and reservation funds without an independent audit and full disclosure

· change rules regarding training, technology upgrades, frequency programs, guest discounts, required franchisee services, quality standards.

What can be done?  Franchisees need to even out the playing field by joining together to form independent franchise advisory councils.  Two such organizations already exist:  POLA (Promus Owners and Licensees Association) and ASFONA (Association of Sheraton Franchisees of North America).  As Bob Hazard says, “Fairness in franchising is an idea whose time has come.”

Stanley Turkel, MHS, ISHC is a New-York based hotel consultant who is available for special consulting assignments in litigation support, asset management and operational audits.

