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ABSTRACT

A STUDY OF THE NATURE OF THE
OWNERSHIP AND MANAGEMENT OF
SELECTED MICHIGAN MOTELS

By Douglas C. Keister

Purposes of the Study

The main purposes of this study were to find out
what activities the owner/managers of the selected motels
performed in the areas of management, accounting, finance,
and marketing; to learn whether their motels were or were
not affiliated and the impiicsitiors of this; to identify
the owners in terms of thelr previous background; and to
find out what the owners or managers conslidered to be
thelr major problems in motel operation.

Procedures ~-- Methods, Techniquess, Dats Used

Although 1t was the irtentior toc study mctels
twenty units or larger in size, thils is actually a study
of elghty-eight motels filfteen unites ard larger. Eighty-
two of the eighty-eight are twenty units and larger.

Information was gathered through the use of two
separate questionnalires. The first questionralre was
malled to each of the two hundred eighty--four motels in
Michigan officially listed in availlable motel directories
as belng twenty units or larger in size. Sixty-elght
replied. ©Six of the sixty-eight, although officlially

listed as twenty units or larger, were less than twenty
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units in size. The replies of all sixty-elght were tabu-
lated and used in the study.

The second questionnaire was employed in perscnal in-
terviews conducted at thirty Michigan motels twenty unlts
or larger. The information obtained through the thirty
interview questionnaires was also tabulated and utilized
in this study.

Since ten motels took part in both the mailed and
the interview phases, a total of elghty-eight Michigan
motels were studied, The smallest motel in the study had
fifteen units; the largest had one hundred elghty-eight
units; the median mgtel size wss twenty-eight units.

The Findings of the Study

The major findings of this study were as follows:

1. The owners of the Mlchigan motels studled were
for the most part men who had had business experlence be-
fore they entered the motel field. Thic LUucivess cecxporle ve
varied and 1ncluded, among others, ownerchip of dry cleaning
establishments, grocery stores, cinstruction companies,
or hotels. Others had worked for business firms, usuvally
in a sales or managerial capacity. The motel owners who
participated in this study made the major decisions con-
cerning their motels.

2. Where hired professicnal managers were employed,

thelr primary duties were to handle the daily operating

problems of the motels and to promote good guest relations.
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The manager's role in maintaining gcod guest relations was
very 1lmportant. Hired managers were not, in general, in-
formed as to accounting and financial matters of the motels
wnich employed them.

3. The owners had invested in Michigan mctels be-
cause they expected an above-average retirn or thelr in-
vestment. Only twenty-filve out =-f the total cf eighty-
eight stated that they had mortgage debt of over sixty
per cent cf total investment. Of the tctal investment in
the maotel, fifty per cent was the median for ejuity invest-
ment.

L, The owner/managers feit that guests were attracted
to motels by road signs, by the mctel's good reputation
which had been confirmed by its own satisfied guests, and
by referral through national mctel crganizations.
"Word-of-mouth" advertising corducted by satisfied clientels
was considered by the mctel men studied 172 b2 the w1t vival
fecrm of advertising possible for thelr motels.

5. Owners and managers s&ta'=3d “rnat ccmmercial ftravelers
(those who travel for business reasons) were the mair and
most important clientele for the Michlgan motels studied.
The success or failure of most of the motels studied de-
pended largely, according to the owner/managers, upon hcw
effectively the motels could attract these commercial tra-
velers. Commercial travelers are, the owner/managers in

this study stated, of particular importance tc thelr motel

[97]

from September to May, when few tourists are traveling.
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6. Most owner/managers did not use commercial rates,
and some disapproved of them. They felt commerclal rates
would be unfair to thelr repeat guests who were not com-
mercial travelers. They preferred to try to give the best
service and accommodations possible for the undifferentiated
prices paild by all guests.

7. Affiliation appears tc be more beneficlal for the
large motel than the small. According to the owner/managers,
affiliate members beneflit from a nationally-known and ad-
vertised name, and from use of large referral and reserva-
tions systems which help achieve occupancy. Large motels
can more readlly absorb the cost of affillation than the
small motels, which in many cases could not afford it.

8. Problems of motel operation mentioned most often
by the owner/managers were: securing and retaining enough
competent employees for the wages they felt they were able
to pay; safeguarding the reputation of the motel; and physi-
cal malntenance and upkeep of the motel property to keep it
competlitive.

9. The sample size of eighty-eight constituted 30.9
per cent of the total popuiation slze of two hundred
elghty-four. Possible blas of sample must therefore be
considered in this study. The most likely possible bilas,
in the opinion of the writer, would be that the respondents
may tend to be among the better educated and more progres-

sive owner/hanagers. There appears to be no evidence,
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cow2ver, ¢f any lmportant blas. Since tre 1nfcrmztlon was
supplied by the owner/managers, there is the possibility
cf inaccuracy in their reports. No evidence of majcr in-
accuraclies came to light 1rn tne tnirty perscrnal 1nterviews,

Lowever,
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"For I, who hcld sage Hemer's rule the best,
Welcome the coming, speed the geing guest."

4lexander Pope
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CHAPTER I

PURPOSES

The purposes cf this study were to analyze the se-
lected Michigan motels in the fcllowing areas.

Management

The study analyzes the cwner/manager's background,
his gerneral educaticn, his previcus mctel ownership or
managerial experience if ary, and his general qualifica-
tions for entry into motel management. What managefial
activities the owner/manager actually performs are ana-
lyzed.

Accounting and Finance

The reasons why the owner chcse motel investment
are investigated. Motel investment 1s expensive. OCne
motel room may cost $8,000, $10,00C, $12,000, or more to
instali. The smaller motels in this study may have cost
from $160,000 to $200,000 or more to build. The study
determines where the motel owner obtained the funds, and
why, among other possible investments which must have
been avalilable to him, he selected to invest 1n a motel.

1



Another purpose was to find out 1f he 1s satisfled with
hls investment.

Also in the areas of accounting and financlal manage-
ment, fhis study attempts to learn:

1. Who holds the motel's mortgage.

2. What 1s the rate of occupancy.

3. What are the rates of deprecilation.

4, Which methods of depreciation are used.
Marketing

Methods used to attract guests are studied. Tech-
niques of sales promotion and advertlisling, and methods
by which the owner/managers study and plan for their mar-
ket, are analyzed.

Affillation

The recent growth of motel franchlising has been
little‘less than phenomenal. Less than ten years ago,
many of the major motel chains of today were non-exlstent
or were Jjust getting started. Today there are afflliation
groups (active either as chains, as franchises, or as re-
ferral groups) throughout the United States. These chains,
franchlses and referral groups are present in Michigan.

A purpose was to study the effects of affiliation

and franchisling on the motel operations studied.



MaJor Problems in Ownership and Management
of" Motels Studled

It was a purpose of the study to find out what prob-
lems the owner/managers themselves cite as most trouble-
some in their operation of their motels. A cocmparative
analysls of the operational phases singled out by them as
Important areas of difficulty shculid give added insight
into the natdre of the cwnership and management of the
selected Michigan motels.

A Flrzl Purpcse

Broad studies have been maide c¢f motels and gen-
eral mctel management on a naticnwide scale, but no
study has previocusly been undertaken tc investigate the
motels of Michigan expiicitly.

To date, very few books have been published which
deal only with the subject of motels. The bocks pri-
marily concern two phases of the field: 1) motels in
general, and 2) facts which the mcuvel cwner/manager shculd
know and consider when building, buying, or coperating a
motel. These books outline the procedures which shoulid
be followed 1n motel ownership and management and indi-
cate methods which motel owners and/or managers ought to
undertake, It is hoped’that the present study may be of

use because of 1ts specific investigation of the



techniques and 1deas actually practiced today by the se-

lected Michigan motel owner/managers.



CHAPTER II

HISTORY AND PRESENT STATUS OF

THE MOTEL INDUSTRY

The First Inns

The beglinnings of the story of mankind are lost 1in
the antiquity of the ages. Extremely anclent artifacts
of humanity, however, have been found all over the world.
Through the study of these, anthropclogists inform us
that man's early ancestors were travelers. They were
nomads who followed the migrations c¢f the game which was
their food.

After enormous reaches of time in human history,
mankind did change from basically nomadic to basically
sedentary hablts. Man planted crcops, domesticated anl-
mals for food sources and to work for nim, and built
permanently-located societies. The men who settled and
worked 1n one area were not entirely self-sufficlient, as
they are not today. Some men traveled then, as they do
today, from one settled area to another selling the
various goods needed by the local inhabitants. These

men were a small-scale counterpart of today's traveling

5



commercial men and salesmen. Along the trade routes of
these early salesmen, to accommodate them, were located
the first inns.

It 1s known that the ancient Romans had post houses
for courlers and officers traveling from the fleld to
Rome.1 The inn and 1ts innkeeper played a part in the

writings of medleval England. In Chaucer's Canterbury

Tales, pllgrims travel the English roads to visit a shrine,
Some ~f the travelers in the story are presented 1n a fes-
tive manner which calls to mind today's tourlist on a holi-
day trip.

Inns have always been located 1in positions acces-
sible to where the traveling was taking place. They de-~-
veloped near the waterfront for use by the common sailor.
Wherever man consistently moved frcm place to place aleng
the domlnant modes of travel of the day, inns were estab-
lished and run by innkeepers.

The English inn was the exampie fcllowed 1n this
country when inns were founded here. The English inn
provided a few rooms for guests and offered, for a fee,
food and lodgling for a man and hls transportation -- his

horse. As roads developed in England, inns were located

1Donald E. Lundberg, Inside Innkeeping (Dubuque:
William C. Brown Company, 19560), p. 4.




along the major highways to provide protection for the
traveler from the elements and from notorlious highway
thleves, robbers and brigands. Several centuries ago, one
who traveled along the Engllish highways after dark was in-
viting robbery and death. Unfortunately, the traveler
could not always be assured of protection by the inns
where he lodged. In those days, an 1innkeeper himself
might conceivably, in some cases, be a thief practically
of the order of the highway robber. Even in 1964, unhap-
plly, there are still some travelers who would assoclate
the word "innkeeper" with highway robbery.

With time, new methods of transportation came 1n to
being, galned popularity, and were later discarded for
better, faster, or more comfortable means. Each major
transportation changeover created a commensurate evolu-
tion 1n the inns which catered to the traveler. Today's
expanded travel industry has adapted 1tself to today's
modes of transportation.

When ships were the primary method of travel, major
inns were located near the waterfront. As roads developed,
in England and then later 1n America, the pattern held
true. It was first the traveler on horseback and later
those who Jjourneyed by carrlage to whom the inns catered.
Later the carriage was modified and mounted on rails.

Thus, and especlally in thls country, the inn -- or, as it



had come to be known, the hotel -- was located near the
rallroad.

In the United States, the rallroad was a primary
travel method from the 1870's through the 1920's. For
that reason, the major hotels of that day (some of which
are still standing) were built in locations convenient
to the rallroads. Today the rallrcad has been replaced
by the automoblle as the major method of traveling across
the Unlted States. The automoblle 1s now, to a limlted
extent, being replaced by the airplane. True to the his-
torical facts of travel -- from as far back as the days
of the medleval peddlers, back to the pre-Christian trade
routes, and back beyond that to earlier reaches of human
history -- the situation remains constant that as a means
of travel develops, a means of housing the traveler also
develops necessarily and simultaneously.

Durling the last century, hotels were located near
rallroads and 1n or very near to the heart of the busi-
ness district of a community. Hotels seldom made arrange-
ments for the sheltering of a man's carrlage. Man's
"carriage" today 1s his automobile. Today the man who
travels in his car wants accommodations for the night
where he can find comfortable rest and refreshment, and
where his transportatibn -- his car -- can be located

near his door. Thils need was the reason for the



development of today's modern motel. The motel and 1ts
particular characteristics are a relatively new phase in
the centurles-o0ld story of innkeeping and lodging.

Modern Motels -- Beginnings and Development

The first motel was actually a cottage camp and
was bullt in 1901 at Douglas, Arizona. Thls first motel
was named Askins Cottage Camp. "The cottages were rented
on an overnight baslis to numercus families who had no
other accommodations."1

Other "motels" appeared in the United States. The
first of these were elemental and uncomplicated, and
probably uncomfortable. They were tents mounted on
wooden platforms. Since the beginnings of motels origil-
nated 1n areas of comparatively warm climate -- southwest
Arizona and California -~ tents were probably satisfactory
for a good part of the year.

In other parts of the country, publlc parks or
various individual entrepreneurs provided camping grounds
where travelers pltched thelr own tents. These camps
were near the maln roads. Usually the camp was a small
plot of land with a pump in the mlddle. Outhouses were
provided. The traveler often pald as much as $1.00 per

night to have the dublous pleasure of camplng out in one

11p1d., p. 133.
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of these earliest "tourist courts." Hotels were found

in the business areas of towns and citles. Camp grounds

were established between towns -- and on the outskirts

of towns -- to accommodate travelers who could not afford
hotels or who stopped where no hotels were avallable.

The campling areas were often the only accommodations for

those who traveled long distances by road.l

The tents on platforms were succeeded by long
frame bulldings separated into a few plain, unfinlished
rooms which provided a bare electric light bulb hanglng
from the celling, a lumpy mattress, an orange crate, and
a wash basin., These were later replaced by individual
bulldings. The plumbing was moved indoors and a great
innovation was upon the American scene -- "modern cabins."
These modern cabins (probably from one to ten of them at
a "motel") were located along the highways. Often they
were bullt behind filling stations and frequently 1in an
undesirable environmmental setting.

The first motel recognizable as such by today's
definition 1s generally accepted to have been the Milestone
Mo-Tel, built at San Luis Obispo, California, in 1926.
For years the term of deslignation was spelled mo-tel,

which has given way to the present word motel.?

l1pid., p. 134,
2Tbid.
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The Modern Motel

From such inauspicious beginnlings, the motel in-
dustry has expanded and evolved. Today 1t is an impor-
tant economic entity in the American economy. As the
motels began to develop, they were usually bullt, owned
and operatved by one man and his family. The husband
rented the rooms, mowed the grass and did the malntenance
work. Hls wife cleaned the rooms and made the beds. This
type cf motel operation was nicknamed a "ma and pa" motel.
This nickname 1is wldely used by the motel industry today
for the same type of operation. These are today still a
very prevalent and important part of the total motel in-
dusiry i1n the United States. The vast majority of motels
today are still less than twenty units 1n slize and are
owned and operated by one man and his family.

In the past few years there has been another evo-
lution in the travel industry which caters to the travel-
ing man and to the vacatioring, touring family. This
evolution has produced the motor hotel. Motels provided
minimum services at minimum costs, and without the tip-
ping associated with staylng at a major hotel. A tra-
veler might spend up to an extra twenty per cent of his
room rent in tips when staying at a hotel. The flrst
motels were very careful to deliberately not provide ser-

vices for which the guest might be expected to tip. But
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gradually a few motel operators declded to add extra ser-
vices such as restaurants, telephone service, swlmmlng
pools, and bellmen. These services involved tlps for the
personnel who provided these extra servlices -- malnly the
waltresses and the bellmen. These motor hotels, with
thelr added services and added tipplng expenses, soon be-
came popular and the first to fl1ll wlth customers, whille
the plain, minimum-service type of motel still had 1its
vacancy slign lighted. The addition to the motel of luxury
services which had formerly been the excluslve province of
the hotel resulted 1n the blrth of today's modern, large
luxury motor hotels.

Today, according to at least one source on the sub-
Ject, a motor hotel 1s a unit with forty rooms or more .
At present, however, the varliations in types, slzes and
services of motels make conclusive definition of any of
the terms -- motel, motor hotel, motor lodge, 1inns, etc. --
difficult. It would be almost lmpossible to state defil-
nitively what particularly characterizes a motel. There
are motels, motor hotels, Hollday Inns, and Charter

Houses. There are also Hilton Inns and Howard Johnson

Motor Lodges. All of these cater predominantly to the

1Roger Sonnabend, Your Future in Hotel Management
(New York: Richards Rosen Press, Inc., 1964), p. 129.
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individual traveling by automoblile. This varlety 1s fur-
ther complicated by speclalized alrport motels, which
cater to alrline travelers. Today's ultra-swift Jour-
neying made possible by the Jet alrcraft has given rise
to further 1inn speclallzation ih the form of alrporst
motels geared for the accommodating of those who travel
at today's Jet speeds. As transportation changes, so
does the accommodations industry.

It 1s estimated that there are over sixty thou-
sand motels 1n the Unlited States tcday as compared with
twenty-nine thousand hotels. It 1s also estlimated that
the motels receive approximately forty per cent of the
nation's combined hotel-motel room business.l Five
thousand of these motels, usually fifty rooms or larger
in slze, are belleved to account for over half of the
total motel business.2

The development of the motel industry occurred
predominantly from 1948 to the present time. This de-

velopment 1nvolved two major factors. The first was

1Ralph_Dellevie, "Modern Motelkeeping: Part 2;
Tips on How to Operate," Tourist Court Journal, (Feb.,
1964), p. 65.

2Seymour Freedgood, "The Real Estate Markets --
The Hotels: Time to Stop and Rest," The Mortgage Banker,
(Dec., 1963), p. 29.
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that since 1948 approximately six hundred and six thousand
rooms have been added to the motel-hotel industry. Most
of these new rooms have been constructed by motels. Com-
paratively few hotels héve been bullt since World War II.
The number of rooms sold each day in 1962 was only seven-
teen thousand more than the number sold each day in 19ﬁ8.
This means that the motels have, to some extent, grown
at the expense of hotels. Motels have derived the vast
majority of thelr occupancy from individuals who formerly
stayed at hotels. The flourishing business of the motels
caused them to increase in number.

The second céndition 1s that total travel patterns
have changed drastically in the United States since 1948.
People travel more often by faster means and for shorter
stays than ever before.l The great and widespread in-
crease 1n travel has created a need for modern motel ac-
commodations.

There has been much talk of overbuilding in the
hotel-motel 1industry.

"Most of the clamor about overbuilding comes

from the owners of older hotels who are the prin-
cipal victims of the boom and are 1ll-equipped t-..

cope with 1t. Last year only two thousand three
hundred of the Unlted States' twenty-nine

1"Motel Boom Matures; Rooms, Revenues Gain,"
Hotel-Motel Management Review, (July, 1963), p. 19.
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thousand hotels met the minimum stardards of
comfort, malntenance, service and decercy re-
quired by the American Automobile Association."

1

Despite the uproar about overbuilding, the motel in-
dustry contlnues to expand. The motel busiress i1s a large
business 1in the United States and 1In Michligan. It is es-
timated that there are over three thousand motels lo-
cated in the state of Michigan.

The cost of motels in the United States varies.
During this study, one Michigan motel operator inter-
viewed noted :

"During the 1930's I built and equipped six modern

cabins for a total cost of $2,5000. That was when
I entered what today we would call the 'motel
business.' At that time you Jjust saild, 'I have
cabins to rent.'"

Today's modern motel room can cost from $5,000 to

$15,000. A typical breakdown would be as follows:

Cost for a Single Motel Rcom

Land. ...ttt it e $ T
Bullding......covi... 8,083
Swimming pool............. 145
Furniture and fixtures....__2,18“2
Total. e iie i i eiiennnas $11,1606

The preceding illustrates the potertial cost in-

volved in today's modern motel. The motel has enjoyed

lSeymour, Freedgood, loc. cit., p. 31.

2George 0. Podd and John D. Lesure, Plarning and
Operating Motels and Motor Hotels (New York: Ahrens
Book Company, Inc., 1904), p. 10O.
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tremendous growth throughout the Unilted States during
past years because of 1ts original low cost, the compara-
tive ease of entry into the motel buslness, and the de-
mand for accommodatlons and services. To some extent,
the "ma and pa" motels of the 1940's and early 1950°'s

are belng replaced by modern motels and motor hotels --
particularly near major citles.

For years the hotels feuded with the motels.

Hotels locked down on motels as their "poor relations" and
many hotelmen elther joked about motels or lgnored them.
During the 1950's, howeverl the hotels awakened to the
fact that guests were staying 1in motels. If they wanted
to stay in the nation's rooming business, the hotels
reallzed, they had better get into the motel business.

As a result we now find old-time hotel chains such as
Albert Pick, Hilton Hotels, the Sheraton Corporaticn, and
the Hotel Corporation of America in the motel business.
There are also the newly formed motel chalns, such as
Holiday Inns and Ramada Inns.

The modern motels belng bullt today often have one
hundred rooms or more. Some call them horizontal hotels.
They provide complete services for thelr guests and may
include restaurant, bar, swimming pool, golf putting
greens, continental breakfasts and/br other manifestations

of luxurlous surroundings and ornate hospitality.
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There has also been a change in the location of
motels. Originally the piace to locate the motel was
along the highway where 1t could cater tc tourlsts. Dur-
ing the past decade this situatlion has evolved to some ex-
tent. Many motels are today located 1n dcwntown areas and
at exlts of interstate highway systems. Now, more than
ever before, the environmental surroundings are very im-
portant to the motel. In the past, motels were often
constructed 1n undesirable surroundings, and they some-
times catered to individuals "undesirable" by today's
standards. Today's investment requires that the motel
.be located in carefully selected surroundings which will
be conducive to the motelis success and to 1its estab-
lishment of a respectable reputation.

The modern motel 1s also often an affiliated motel.
This 1s especlally true of large motels fifty rooms or
more in size. Some owners have found that it 1s best
for thelr motels to unite in specific, controlled ways
for the mutual benefit of all within the associlation.
Today there are motel chains (those which are centrally
owned), such as the gigantic Holiday Inns chain. There
are franchise motels (those licensed for a fee), such as
Howard Johnson Motor Lodges. There are affiliation
groups, such as Best Western, Superlor Motels, and

Master Hosts, which unite for advertising, referral, and
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operational standards. There are also extenslive and in-
cluslve travel guide books published by travel recom-
mending groups such as the American Automobile Association
(AAA) and Mobilgas. Their listings advise the traveler
of motels where they recommend that he take lodgings.
Thelr recommendation is based on compliance by motels

with thelr standards.

The chain, the franchise and the affiliation all
set standards which must be met by their member motels.
Each affiliation, chain, or franchise (excluding the
Mobilgas and the AAA, which arz recommending agencies) is
an organization which has united for mutual advertising.
They all have referral systems which make it possible
for the guest to make advance reservations for his sub-
sequent stop at another motel. The referrsl peclicy has
played an impcrtant part in the growth of *he motel in-
dustry durlng the past ten years. The growth of large
motels using a referral system hacs <¢ften been at the ex-~
pense of the hotels or of the smaller "ma and ra" motels.
In the beginning of motels, the owner-manager vas one man
and he was there at his motel providing hospitality for
his guests. Today he 1s being replaced to some extent by
blg business methods and by the hired, professional

manager.
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It 1s estimated that there are now over three
thousand motels in Michigan. Motels are a part of the
accommodations services offered to tourists and to
people who are in the state on business. Tourlsm is
the second largest business in the state of Michigan, and
1t consists of the multitude of facilities which cater
to the traveling public. A major factor, of course, in
the travel service industry, or tourlsm, 1s providing
sleeping accommodations for the traveler. Thus motels
play an important role in the tourism economy cf Michigan.

Motels also provide a place cf employment for in-
dividuals in communities where Jjcbs are scarce. They
provide areas of investment and monetary returns for in-
dividuals. 1In addition, 1t is estimated that $.90 out of
every $1.00 received by a motel or hotel stays within the
communlty where the motel or hotel 1is located. For every
dollar a guest spends 1In a motel or hotel, he usually
spends two to three addltional dolliars in the community.

The above demonstrates the importance of the mctel

in the overall economy of the Unied States and of Michigan.



CHAPTER III

PROCEDURES

For this study, elghty-elight motels from fifteen
to one hundred elghty-eight rooms in size were selected
and analyzed by the following methods.

Size of Motels Studiled

Twenty unlits was selected as the desired minimum
slze. Six motels less than twenty units were, however,
included. Despite the original intention to include
motels twenty unlits and larger, this study actually does
concern motels filfteen unlts and larger. Elghty-two of
the elighty-elght are twenty units or larger in slze.

Selecting the Motels

Every avallable directory of Michigan motels was
checked to obtaln names and addresses of each motel 1n
Michigan officially llsted as twenty unlts or larger in
slize. A total of two hundred eighty-four motels resulted.
The directorles included:

1. Michigan Accommodatlions Gulde, published
by the Michigan Tourist Council.

2. West Michigan Tourist Guide.
20
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East Michigan Tourist Guide.

Howard Johnson motels listed in Michigan.
Imperial 400 motels listed in Michigan.
Quallty Courts listed in Michigan.
Holliday Inns listed in Michigan.

o N O U = W

Great Lakes American Automobile Association
Recommended Guide List.

9. Mobll 011 Company Guide Book.

10. The Michligan Motel Assoclation listing of
Michigan motels. (Lists 2,400 motels.)

11. Duncan Hines Recomﬁended Motels.

The Malled Questionnalre

Questionnalres were mailed twice to each of the
two hundred eighty-four. A total of sixty-eight usable
questlionnalres were returned and the 1nformation they
ylelded was used. A letter was attached to each question-
nalre explaihing the study and guaranteeing complete
anonymity to the motel men who responded. A copy of thils
letter and of the malled questionnaire appear in the
Appendlx of this study.

The Interview Questionnalre

Seventy-five requests for interviews were mailed
to motels selected from the two hundred eighty-four.

These seventy-five were chosen.by use of the
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"Random Table of Normal Numbers" from Introduction to

Statlistlical Analysis.l Only motels located in the lower

half of the Lower Peninsula of Michigan were retained.
Thirty affirmative responses were received and thirty in-
terviews were completed. The iInformation was used in the
study.

For compliling the interview information a question-
nalre was used as a guldeline for asking questions of
elther tne owner or the manager of each motel in the
sample, A copy of the interview questionnaire and the
letter requesting the interview appear in the Appendix
of this study.

Limitations of the Study

The eighty-elght motels studlied constitute approxi-
mately three per cent c¢f the approximate total cf three
thousand motels in Michigan and thirty-one per cent of
the two hundred elghty-four motels contacted. In terms
of research valldity, these are ccwparatively small per-
centages. Potential bias of findings must therefore be
consldered.

Bilas must also be considered in the possibility

that the motel men who did agree to participate in this

lwii1frid J. Dixon and Frank J. Massey, Jr.,
Introduction to Statistical Analysis (2d ed.; New York:
McGraw-Hill Book Company, inc., 1957), p. 460.
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study may have been above average in several ways -- in-
cluding thelr training and interest 1n motel work.

Blas or misinterpretation of answers by the writer
must also be kept 1iIn mind as a possibility, as well as
possible incorrect answers by the motel men.

Duplication

Ten of the elghty-elght motels took part in both
the malled and the 1nterview phases of this study. This
increases the possibility of bias in the study despite
the fact that greater depth of answer was posslible during
interviews, and questions asked during interviews were in
many instances different from questions asked in the
malled questionuaire.

Presentation

For some questions (1identical in malled and inter-
view questionnaires) in Chapter IV, responses are pre-
sented In terms of the total eighty-eight motels. In the
rest of the study, answers to the malled questionnaire are
presented 1n terms of sixty-elght motels and answers to the
Interview questlonnalre 1n terms of thirty.

The presentation method (which will be used as con-
sistently as the nature of the varliatlion and type of in-

formation permits) in the following study consists of:
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l. A statement of malled questlonnalre question
and tabulated responses.

2. A statement of the corresponding interview

.questionnalre question and tabulated responses
if the questlon were asked on both question-
paires).

3. A presentation of the owner/managers' comments
and ideas (not identified for purposes of as-
suring the privacy and protection of the indi-
vidual motel operators involved).

4. Comments by the writer for purposes of explana-
tlion, analyslis and comparative conclusions.

If the thlrd and fourth categories llsted above are
at times presented 1in a combined fashion, comments from
the men interviewed will be denoted as anonymous quota-
tions from owner/managers.

In instances where only the malled questionnaire
responses or only the 1nterview responses are expllicated,
duplication of the question 1nvolved did not occur.

For some questions, responses will total more than
elghty-elght because more than one answer was 1lndlcated
by the respondent. Where the respondent decllined to answer
or inQicated that he did not know the answer to a question,
replies have been respectively tabulated as "blank" or
"not sure." "Both owner/manager" indicates that the reply
was gilven b& an individual who 1s both owner and manager,
of that the problem 1nvolved 1s solved Jolntly by the

owner and his manager.



CHAPTER IV

BACKGROUND INFORMATION ABOUT THE
MICHIGAN MOTELS STUDIED

The followling baslc information concerning all
elghty-elght motels studied was obtained through the
mailed and interview questlonnalres. These fundamental
facts will serve as a foundaticn upon which the study
wlll be presented.

Question 3. Mailed responses. (68)1
Total number of rooms.

LOW. i ettt eesooscsancoscnsosos 15

High. . vttt ii it iiicteteeonnns 179

Medlan. v eeeeeeeeooooeoeonos 23

Number of Number of
Motels __Rooms

L 20-49

708 50 and more
6 ooooo @ & 0 0.0 0 0 0 0 8 0 06000000 e s e e s 15-19

Question 1. 1Interview responses. (30)2

Total number of rooms.

LOW. ¢ et e v veeeoeoeoscoscsosocaes 20
2 1 o 188
Medlan........... e e et ee e 55

1Refers to question number three on the malled
questionnaire. Sixty-elght respondents.

2Refers to question number one on the interview
questionnalire. Thirty respondents.

25
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Number of Number of
Motels Rooms
16 . ittt enn s tnonennnan ..50 and more
14- e 8 000 e ¢ o0 0 0 0 000 000 00000 0C s o0 20-49

Total motels studied. (88)1
Total number of rooms.

Lowl ® 6 & ¢ 0 Q 6 9 O & &6 6 0 0 0O 0 ® 0 O @ O @ b & 0 o 15
High. e oveerieieneeeeeneoneneons 188
Median..... et e eosenaoen 28
Number of Number of
Motels Rooms
5l. ... e o s oo s s ec s e eeso e 20-49
31........ o e eo0ecosoeoeo e e ves0.50 and more
6- © ® 0 00006 ¢ 0060060000000 6O © e 00 o 15-19

Question 6. Malled responses. (68)
Services offered.

Swimming pool......cicovcoeeonns 25
Restaurant......oeiveeenernnens 22
Other. ...t eereoreeenoonennns .14
Bar........ e teec ot et o e 8

(Other: tennis courts, putting greens, free coffee,
boat dockage, continental breakfast, pilcnilc
grounds, conference room, private beach.)

Question 3. Interview responses. (30)
Services offered.

Swimmlng pool. ..o eiecconoas 19
Restaurant...... ceeescesosoeenn 17
Other. e eeeeeeeoneeenoeneonans 16
2 - 5 o oo T
Tap rOOM. v eeveeancses . |

1Ten duplications omitted.
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Restaurant:
Other:

9 owned, 3 leased, 5 next door.)
4 conference room, 4 coffee in room, 3 kennels,

3 direct dial telephones, 1 putting greens,

1 free car wash.)
Total motels studied. (88)
Services offered. ‘
Swimming pool.....
Restaurant...
Otheraoua.-oo-oooe
Bar....c....
Tap roOM. ..o

e o0 0

(Gther:

ooooooooooooo

tennls courts, putting greens, free coffee,

boat dockage, continental breakfast, picnic

grounds, conference

rooms, private beach,

kennels, babysitting, free car wash, direct

dial telephone.)

Motels at thelr inception provided rooms and

little more.

It 18 evident from the above that since

ther the array of services offered has changed and ex-

panded conslderably.

The owners and managers were not very explicit

about the services offered, beyond those major services

such as restaurant, bar and

swimming pool. It is inter-

esting to note the number of swimming pools (thirty-six

out of eighty-eight), particularly in view of Michigan's

northern climate and considering the high cost of the

average motel swimming pool.

viewed had an indoor pool.

One of the motels 1nter-

Two had two swimmling pools --

children's pool and adult's pool.
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Question 15. Malled responses. (68)
The motel person filling 1n the questionnaire 1s the:

Both owner/manager.............33
OWNer . i ooovoesosesssesossansass 29
ManNager. v vt eveneveecneonnooses 6

Unnumbered question. Interview responses. (30)
Position of person interviewed.

MaNager. covvoveronesoneesonnens 14
Both owner/manager............. 12
OWNEe . sttt vevrrooeronsoasnceses 3
Executlve assistant manager.... 1

Total motels studied. (88)
Position of person interviewed or replying by mailed
questionnalre:

Both owner/manager.......oceos. 43
OWN B e v vttt v covenorooneonnnonns 36
MaNAEE . v e oeeoeoooonnocaoensens 8
Executive assistant manager.... 1

Question 7. Malled responses. (68)
Geographlcal locatlon in Michigan.

Lower Peninsula...oeeeeeeeeeooensons 58
Detrolt area......cocvevve.n 19
Southern......oceovoecneeonns 15
Eastern.....ceeeeceeeoeeane 11
Western. i eeeeeonoconoesoes 11
Northern.......ooeeeeeneenen. 7

Upper Peninsula......ceneeveoeeeeans 10

The malled questionnalre went to motels in
varlious clitles throughout the entire state of Michigan.
Thirty interviews were conducted 1n seventeen cltiles
in Michigan. A tabulatlon 1s not presented for the
geographical locatlons of the lnterviewed motels due to
the possibility that the owner/managers might be
identifiable 1f such information were included.
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Question 8. Mailed responses. (68)

Location.
SuburbSo © © 0 0 0 0 0 & 0o ® & & O @ 0 0 @ o 0O 0 o o .42
DOWNtoWN., st ovoiveoesensonononss 19
Country.cooeonss ceeteaaan ceen e 7
Question 5. Interview responses. (30)
Locatilon.
Suburbs=-country....ceeveieovons 25
Downtown...vooeeconconcnocnoonas 5

The interviewer found 1t difficult to determine
with any degree of exactness whether the interviewed
notels should be classified as located in the "suburbs"
or in the "country." Some were located at the extreme
outskirts of cities or at the fringes of the ever-

"suburbs" of large or small

changing and hard-to-define
communities., The interviewed motels were classified as
five which were uanestionably located downtown. The
twenty-five which were not located downtown were classi-
fled as located 1n the country and suburbs combined
under one category.,

Many of the motels classified as located in the
suburbs were small; metropolitan-type motels catering

to manufacturing and business districts.

Question 9. Mailled responses. (68)
Year motel was built.

Earliest year......eov... R 1940
Most recent year......... eee...1963
Median year...c.oeveeeoceeennns 1956
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Number of Year Motels
Motels Built Built

9
8
7
6
6
5
3
3
3..
et ateronacconearasacsasensens 1961
2.
2
2
2
1
1
1
1
1
1
1
1

Question 6. Interview responses. (30)
Year motel was bullt.

Earliest year...c.cveeeeneeeon 1948

Most recent year.......oceoe. 1964

Median year......ooeeeennenn. 1959-1960
Number of Year Motels
Motels Bullt Built

< 1962

b i it i it e i e i r e 1959

Bt ieenens N et eoe e 1961

Bt teteeeecetosocoeesoacanconas 1958

2t iteer sttt annsenns ceestseoeo s e 1960

2ieernnns cheetses s aseccosen 1956

2ececoens oo c et eeee s e e 1955

2t coons seeosessss st b scesscane 1948

l..... cteco et e sce st st oeso0eoenn 1964

O o e o e e s esoessocane e 1963

1. ieoeeoneennns cecoescoeeeason 1953
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Total motels studied. (88)
Year motel was built.

Earliest year...coeeevoeoesosas 1940
Most recent year...............1964
Median year..o.cecoeeoss R ke Y

Number of Year Motels
Motels Built Buillt

9
8
8
7
6
5
n
i
3 .
PN e eeeoeoa 1955
3
3
2
2
2
1
1
1
1
1
1
1

Question 7. Interview responses. (30)
If addltlions were made to the motel, they were added:

NOo additions...cioececocoeeeees 21
ONCe .t vooeesoocooenooscoansososs 5
Bullding other motels.......... 3
TWlCe.vieeeeeeeooonons ce e e s 2
Adding restaurant..... ceeesancoe 2
Three tlmes...ccvvetiveeon ceees 1
Four times....cccevevvecen e eeao 1
Plan to add...ccevevovecens cese 1

Adding gas station.......... e 1
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The 1Interviews disclosed whilich motels had made
additions and which had started small and grown larger.
Of the nilne who plan to make addlitlions, several plan
to add meetling rooms, and a few were 1n the process of
remodeling and upgrading thelr present facllitiles.,

Question 32, Mailed responses. (68)
Busliness 1s a:

Proprietorship...c.cccvooo N 30
Partnership.....ccevve Ceeoaen 23
Corporation...ccceececccsess R

Question 9. Interview responses. (30)
Business 1s a:

Corporation.....eveecesns e 16
Partnership...ceieiiovecononecs 9
Proprietorship...... s ceeonan 5

Total motels studied. (88)
Business 1s a:

Proprietorship...... .. 33
Partnership........... o200 as 29
Corporation. cvee e enonennnns 26

Seven of the thirty motels interviewed could con-
celvably be classified as "ma and pa" types of motel opera-
tions, although thelr slze and thelr management practices
indicate otherwise. Two of these were corporations, two
were partnerships, and three were proprietorships. The
classification "ma and pa" indicates that both a man and
his wife owned and/or were active in the management and

operation of the motel.
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Question 2. Mailled responses. (68)
Your motel 1s: :

Independent...cocecooececoss e
Franchise....ceeoeeseoscececess 8
Affllilated. . ivcoceecoscooonns

Chaln...ieooeoesocsoscccsscasnoos 2
BlanK...ceeeeeoeooaoaso cevosoas 1

Question 2. Interview responses. (30)
Your motel 1s: :

Independent..ccceceooceossansssld

Franchise...... ceecseco cer oo 10
Affiliated........ ceoosooscoe .. 6
Chain..... o eoene Cereoee e e 4
CoO=-0WNer..ooecces o oeocosoecase 1

(Affiliated: all 6 are affiliated with AAA; 5 of these
, are independent; 1 1is a franchise.)

Total motels studied. (88)1
Your motel 1is: ;

Independent........ ceoeoon ceos05
Franchlise....cieiveietesoseones 12
Chaln...oeeeeeceoens S
Afflliated. ..o cvososoes 3
CO-OWNE P :.c v eocoooesososcossocss 1
Blank.....ceeeeveo G eescsceecaca 1

Question 75. Mailled responses. (68)
Affiliation:

AAA. ... coveecn ceoecoe e o ceoos9
Plan to affiliate in the

near future....o.eoevvevecocoso 7
Never really thought about

affiliation....cco0eeeeccn eeesD
Imperial 400......0c0c0uen G
Inn America...ccceeceeee cereoe cee33
Holiday INNS..ececececoscosoossod
Quallity Courts.eeeeenoceoenons 0.l
Best Western...oeeoeeeeeoeoooaseel
Howard JohnsSON....ccecoocoeensco 1
Master HosStS..ceoevooo cecoees e 1
Superior MotelS...coeooecooeseo el

lrncludes 6 AAA from interviews.
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Question 10. Interview responses. (30)

Affiliation:
Franchise - 10
Hollday INNS...coeoeoscscooesss 5
Howard Johnson.....coecceocosoos 2
Inn Amerlica.....cceicoeoscooonaes 2
Imperial 400, ... ciiieiriocnonenn 1
Affiliated - 6
AAA . .. it it oeetooeanccronees 6
Chains - &4
Hollday InnS....ieocvoosoonocesd
Albert Pick........ e s oo s s c o 1
Stouffers......coovveve o e e e e 1
Independent...... cesoirecssoasa 1

Total motels studied. (88)
Affiliation: ,

AAA. . oot coeeeannvonosssonoean 14
Plan to affiliate 1n the

near future......cvceevvecos 7
Holiday INNS....eeveeercencnnnn 6
Never really thought about

affiliation........cvcvan 5
Imperial 400....cvcvenonnennnn 3
Inn America....civoevivevaccan 3
Quality Courts....iiocvcsuvcens 2
Howard Johnson........... sen o 2
Best Western.....cevvecoooocss 1
Master HOStS..:vooeossooeonnss 1
Superlor Motels...cieoeeooonsne 1
Albert Plck......... e eoeecano 1
StouffersS..ceeeeeeoesonoonnnons 1
Independent chaln............. 1

Definitions of Classifications of the Motels Studied

Franchise:
"A franchise 1s generally defined as the right

granted to a retaller by a supplier to handle the supplier's
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product under certain conditions and stipulations. The

right 1s frequently exclusive, at least 1n a well-defined

area...The advantages to be gained by the franchisee are

summarized as follows:

1.

A lack of trailning and special skills can be
overcome by the teaching prcgram of the
franchisor.

The capital required is lower than setting
one's own business 1ndependently.

The franchilisor usually provides one or more
of the following: help in the slte selection;
basic plans for construction; help 1n fi-
nancing construction; assistance in training
staff; systematic and well-organlized business
procedure manuals,

The product 1s generally advertised on a
natlonal scale and product recognition has
been established.

The parent company frequently provldes central
commissary or purchasing organizatlons that
enable the franchisee to save expense...

A few disadvantages are:

1.

The franchise agreement 1s generally restrictive
as to style of operation and products sold. It
leaves no room for imagination or for changes

in style because of changes in customer demands.

There 1s normally an 1initial fee plus a royalty
of some sort. The royalty may be a minimum plus
a percentage of sales and become a burden during
slow periods.



3. There are usually restrictlions pertalning
to entering the field competitively_after a
franchlse agreement is terminated."
Chain:

A chain 1s a group of motels owned by a parent
organlization. Three of the motels interviewed belonged
to national chain organizations. One chain motel be-
longed to a small group of closely-held stcck not opera-
ting under a common name.

Inderendent:

The 1ndependent moteis in this study were those
which did not belong to a franchise, chain, or affilia-
tion group, nor to a national referral group with the
single exception of the American Automobile Association
(AAA), which is a recommending group.

Affiliation:

Affiliation pertains to those mectels which have
Joined together under a glven trade name (for example,
Best Western or Superlior Motels) fur the purpcse of ad-
vertising, referral and reservatlions, and for the setting
of standards and procedures. Also included 1n this break-

down were members of AAA.

1s0nn D. Lesure, "Franchising in the "60's,"
Institutions, (Dec., 1963), p. 69.




Co-Owner:

The owner/manager of one co-owner motel was inter-
viewed. This was a TraveLodge Motel. Co-ownership 1in this
case méans that fifty per cent of the motel's stock 1s held
by the parent company (TraveLodge) and fifty per cent of
the motel's stock 1s held by local investors.

The above definltlons describe the various classi-

ficatlons of the moteis in this study.



CHAPTER V

MANAGEMENT

The Owners

Question 14, Interview responses. (30)
What was the owner's previous business experlence.

Hotel-motel experience.........9
Contractor or construction
business.....ceiveieennn ceeof
Other various busiresses....... 7
Real estate...cceveovocsnoennns 3
Restaurant........coiii i 2
Bowling alleys.....c.vccvercnne 2

When the owners were not themselves avallable for
interview, thelr backgrounds wefe described to the inter-
viewer by the motels® hired managers. The 1lnterviews
pertained to the major owners of the motels,

Excluding the flve chalin ownerships, the twenty-
five remaining owners studled had had previous busilness
experlence. This experience was in varylng kinds of
businesses and was of different types and extents, but the
vast majJorlty of the twenty-flve had owned a busliness or
several buslnesses (hotels, motels, restaurants, grocery
stores, dry cleaning establishments, bowllng alleys, con-
struction companies, etc.). Some started working in (and

gradually investing in) businesses and proceeded to expand

38
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into ownership of one or several businesses. Many of
these men stl1ll do own these other businesses in addi-
tion to the motels. They entered the motel business with
funds which were profit from other businesses, or some
sold thelr other businesses and used the funds to 1nvest
in a motel. A few had previously been employed by firms
which they did not own, generally 1n a managerial or
sales capaclty. These men saved thelr money and invested
in the motels with which they are now assoclated.

Two of the twenty-five owners used 1nherlted funds
to enter motel ownership. These two had had buslness ex-
perlence before thelr inheritances. One had worked as
a salesman and the other had worked as a hotel manager.
The twenty-three who had not inherited their motel in-
vestment funds had earned (through business ownership or
salaries) their funds for entering into the motel business
themselves.

There was a relatively high level of education in
the group of motel owner/managers interviewed (see in-
terview question 24, page 41). It was learned during in-
terviews that many of them had worked their own way through
college and had contlnued to work thelr own way up into
the buslness they entered after thelr formal education

ended.,
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Question 18. Mailed responses. (68)
Are the owners active 1n management.

Very e eeoeeoseoooooesssssoonnoseedl
Moderately..v.eoeveoencoosooosos [
SeldomM.euveceoooscsosesssoecenae D
Not at all..cceeoeecoecvonoenonas 3

Question 20. Interview responses. (30)
Are the owners active 1n management. .

VerYeeeeraesonooosososasoeosscas 17
SeldoM. cvoercocsonons cescesoceos [
Moderately..cceeeeeeoocooonnases B
Not at all....cec0000000 ceeseocs &

Only three of the owners who were "very" active
in management had hired managers according to the malled
questionnaire.

The Owner/Managers

Question 15. 1Interview responses. (30)
Had the owner/manager (person actually in charge) had
previous motel experience.

Yesoooooooooao oooooooooooo 0000018
NOOlo ooooo 0O ® 6 0606 00 0606000606 060880000 e 12

Elighteen persons in charge had had previous motel
experience., Usually they had wcrked as marager 1n another
motel prior to their present position. Three of the
nineteen hired managers (see interview question 21, page L46)
had not had previlous expérience as a motel manager. Two
of these three had, however, worked as assistant motel
managers. The third had been engaged in industrial rela-
tions not in the motel field. It was in most cases the
owner who was also hlis own manager who had not had previous

motel experlence.
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During the interviews, all of the owner/managers
were asked why they worked in the mctel business. The
following varied replies were among those received:

"I was raised around the business."

"Besides owning this motel, I also own another
motel."

"It was a dream to cwn a motel all my life."

"T owned seven cabins and a restsurant. I scld
them to build this place."

"I've had various hotel and mctel Jjobs."
"I was raised in the mctel business."

"T remember when mote

ls -4 two-holers and a boy
who carried buckets o©

water. I was the bey."

Fh

All of the owner/managers who had had no previous
motel experilence had had varied business experience. Some
had owned and/or managed restzurants, for example. One
had worked in public relations, and one hiad been a travel-
ing salesman.

Question 24, Interview resporses {=20)
What 1s the owner/marager's educational background.

Bachelor®s degree. . ..... -.... . 14
High schocl grsduate . ........ . 9
Two years of ccllege. . vccvouonn 4
One year of college...... seco.. 4
Less than high school. . 4
Wife (active 1in managemont) is
college graduate. se e o vees 2

Master's degree,oa.u QQQQQ ceenea 1
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The Bachelor's degrees were 1n the following areas:

Hotel management....ccioooeoees
Engilneering..cccooooc0o00000000so
BusinessS...ooooescossocscssoscs
Education...ccoceceecoscooesoccss
MuslcC..eovoecesooososoooonooscoss
Forestry.coeeooeooosoonscaonsoosa
Speech.ccoeooscocccooosocoscoocesoo
Mathematics.,..coc000ecooocosons

HEREEPpWS

The above totals more than the thirty interviewed
because 1n several instances more than one person was
directly associated wilith the supervision of the motel
and had an educational background which was avallable and
pressed 1into service by the motel. For example, in some
motels a man and his wife -~ or an owner and a manager --
were both very active in the management of the operation.

In some cases the above tabulations pertain to the
ownership and 1n other cases to the management. In some
they are composed of both combined. No attempt has been
made here to identify which was owner and which was
manager because 1In zll cases the education and tralning
of the persons included were available to the motel.

Question 23. 1Interview responses. (30)
Who relieves owner/manager for his time off.

I haven't had any vacation..... 7
Assistant manager.......... ce..b
OWNer. . .covrnonnns oo T
Department heads take over.....3
Partner.....ciiioeoerscortenaanad
Relief Clerk......... e oeeroaes
Line employees.....c.icvoioceosnd
Cleanlng glrl.......vcvceeeoeoeld

2

Father......ccieveevoenenononoa
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Daughter...coveeeeeeeniecens
DesSK pPerSON.c.eeeesssscenees
Day clerK....ceoeoeoeencanses
Caterling manager....c.cceo.0
Audltor..iciveecrcoorseconnno
Secretary...ceeeevvccccccecs
Mother..coeeeeeeeoronocosons

ol
1
Sister-in-law.....cceveuva
Father-in-law.,...cc000vues
Food manager....cveeeeeceees
Accounting firm.....covvvvcoeon

Owner's busliness manager......
I'm not satisfled 1f I leave...

LY
o .
.
o .
.
.
o o
o e o
o e
o0

2
.1
1
1
.1
1
A
1
1
1
1

The above totals more than the thirty operations
Interviewed because several establishments had more than
one person who could relieve the owner/manager elther for
time off of a few hours or days, or for a more lengthy
vacatlon. A cleanling girl might, for example, take over
for a few brlef hours, but was not trained or qualified
to do so for a longer period of time.

Seven sald, "no vacation." Several saild they did
not feel they could take vacations untll the operation
was "on 1its way." Three of the hired managers stated
that they had not had a vacation in almost two years and
hoped they would get one soon.

The above tabulated figures do not clearly portray
the problem that exists. Typical ownership/management
interview comments 1n answer to the above question were as

follows:

"My dad, my daughter, my father-in-law -- we keep
it in the family."
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"No one relieves me. The organization runs itself.
I might put an extra person on the front desk.

My secretary 1s very competent and takes over any
problems when I'm out of town. Besldes, I'm in
touch by phone every day."

"We have a relief clerk who works a minimum of
forty hours a week. The wife of the rellef clerk
can also help. They move into our apartment if
we're gone for several days. 'The relief clerk's
wife was a switchbcard operator, so she can help."

"We 1like to leave but we can‘t very often. In a
small motel you can’'t zlways live the way you
like. Our daughter does occaslonally take over.
There's really no one around who can do it."

The above comments, and especially the last one,
indicate the plight of some owrer/managers. This prob-
lem cf achieving time off Is especially acute for the
small operator.

In the larger operations, department heads or as-
sistant managers can relleve the manager for time off.
The manager 1s able to delegate to other personrel. 1In
the small motels, however, the owner/manager must do al-
most all of the jobs himself.

There are several reascns why the owner of the
small motel does not have consistent relief. One reason
is the economics of the small motel. The business does
not in some cases generate sufficient income to pay all
the bllls, pay the owner an adequate salary, and also
provide sufficient funds to pay for competent relief. A

second problem 1s to find capable individuals who are
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willing and able to work on a part-time basis for the
wages the owner can or will pay. If they are capable
they probably cannot come in for an extended period of
time to relleve the owner for a vacation for they are
usually employed elsewhere, although 1t is possible at
times for the owner to hire capable employees to take
over for an evenling or for a few hours. This might be
Indicative of poor management on the owners' part, or 1t
might again be the economics of the business 1n that

the owrer needs (for his financial obligations) the
money he would pay hils relief person. In addition, it
should be remembered that the work around a motel
twenty-four hours a day 1s not always of a physically
tiring nature, but someone in charge must be on the pre-
mises at all times.

The owners do have employees -- of all the eighty-
elght motels studled, only one motel had neither full-time
nor part-time employees (see tablies on pages 49, 50, and
51). This motel had only seventeen rooms and was lo-
cated 1n Michigan's Upper Peninsula. The owners do not,
however, spend time and money to train these employees
and work them into assistant managerial relief positions
at their motels. The motels concerned are for the most
part twenty to thirty rooms in size and 1n overwhelming

numbers thelr majJor or only employees are maids. When
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the owner is present on the premises he can handle all
of the work involved and does not need an assistant
manager. He needs a capable assistant to take over only
when he 1s absent, and he feels that hils staff, which
conslsts almost entirely 1n most cases of malds, 1s not
capable of belng trained to take cver as competent, more
highly-pald relief managerial personnel,

The Managers

Question 19. Mailed responses. (68)
Is there a hired marager.

Question 21, Interview responses. (30)
Is there a hired manager.

It 1s interesting tc compare the answers to question
nineteen mailed (above) with the answers to question
eighteen mailed (page 40) -- are owners active in manage-
ment. To question elghteen mailed, fifty-~three of
sixty-eight respondents sald owners are "very" active in
: @anagement and seven said "moderately." Thus of sixty-
elght owners, sixty are active 1n the buslness of their
mofel.

This wou;d tend to 1ndicate that the role of the
twenty-nine hired managers (question nineteen maiiéd)

may be somewhat limited. Some managers indicated verbally



that they were glven absclute control in the managing of

the establishment and were managers 1n the fullest sense.

In some operations,

the manager attended mainly to daily

operational detalls and guest relatlons.

Question 29.

Malled responses.

(68)

How many years has the present manager been on the job.

LOW.oeevoeoos

High...
Median..

Number of
Motels

20..
14,
12..
11..
11..

Question 34,

°
°
°
.
.

Interview responses.
How many years has present manager been on the Jjob.

Low..
High...
Median,

Number of
Motels

o o . °

e o

o e e 0 0

H DD OV

Of those interviewed,

® 06 e 6 0 0003 e 0 0

e 0 o o

® 0o e o 0

e 0 o

o e o

ooooooooo

0o @ ¢ 0 0 2 0

o o o

o o e

® 090 60 @ 0 8 0 2 0

© ® 0 0 € o 0 8 0 0

© 06 0 0 0

Years on

the Jcb

(30)

6 0 9 e 2 0 & 0 @ ¢

Years on

the Job

ooooo

......

ooooooo

...less than
.v.0.21 years
.. 4 years

...0..mMore than

1l year

oo e Ce e o less than 1 year
cseessesess.. 1B years
2-3 years

sixteen of the thirty have

been there since the motel opened.



48

Question 30. Mailed responses. (68)
How many managers has the operation had.

Low. @ O 6 0 ¢ O ¢ 0 0 & © O O @ O & © o 0O # 6 C o e o o o 1

High. ® 0 & o @ 0 0 0 O © ® 0O &8 0 0 2 ¢ O ¢ O & © o [ ] 08

MedianO e © 9 0 0 0 0 ¢ 0 o o o © ® 0O 0 & ¢ 0 O O e o o 1

Number of Number of

Motels Managers

27. ® @ 0 © & @& & ® 0O & 3 O © ® ® © ® O 0 O 2 € @ © O O & O 1

190 ® ® 0 ¢ O & o © & » 0 0 O ©C ¢ 06 0 0 ® @ O & O @ © O ¢ » blank

120 ® ® & o & ® 0 & &6 0O ¢ O € O @ O 0 0 © O 0 0 0 0 & @ o o 3-5

ooooooooooooooooboooaoot\oooo.2

.00s.More than 5

2Q0oonoooooecoceooooeocon

Question 35. Interview responses. (30)
How many managers has operaticn had.

LOW. i ciceeeoeaooosooco soosoec e 1
High. ..o ovoronconvonsononns 8
Medlan.....cccoeceoeceeoooeeeso 1
Number of Number of
Motels Managers
16 . ittt it it et 1
Bevocon e et o e ceo o 3
3o eeoeseoscessocooocosancoseo 2
B3ieees o eeeescosoeeeenen e e not sure
2. o eosennnnas oo eesoo e e oeoe b
l..veenns c et ecccoeeco oo eenenn 8

In discussing the number of managers, 1t was
leerned during the 1ntervlews that a few of the older
establishments had had several managers simply be-
cause the motel was sold and new management took over.
As one owner sold and left, he was repiaced as active
manager by the next owner. Those motels interviewed

which had had more than one hlred manager -- especlally
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those which had had several -- usually employed and
dismissed several managers during a short perliod of time
until they found a manager who was satisfactory.

In the motel business there 1s a tendency for
mobllity of personnel. Chain motel operations fre-
quently shift managers from one cperation to another.
One of the better managers 1is often sent to an operation
in difficulty, or in some cases an outstandingly good
manager 1s promoted into a regional or home office.

The Employees

Questions 4, 5, and 5a mziled and questions 16, 17,
and 17a interview wlll be grouped uninterruptedly in the
following for purposes of clarity.

Question 4. Mailed responses. (68)
Total number of full-time employees.

Low. ® 9 6 0 @ 0 @ 00 @000 @00 GC 03 o 0 3 0 S e o o O
High...ciioieoorooeenesoocnoenan 175
Median......ciieevooeeoveooonns 3
Number of Number of Full-
Motels Time Employees
130 ............................. 6-10
13000 oooooooooooooooooooo © 0 0 0 e o 0 2
11. o o o O @€ O ¢ © 0 @ 0 0O © O ® ¢ O @ © O © © o O
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Question 5. Mailed responses. (68)
Total number of part-time employees.

LOW. . teeeoeeennnnn cb et s e ve.. O
High..... e et e s et e e e e e 50
Medlan.......cieieiioneonasnnan 2
Number of Number of Part-
Motels Time Employees

I 2

12, i it e it e it e 0
0 1
S 6-10

T et ettt eeneeneeeansenesoncnons 5

L S 4

b e inonnn, e o 3

B e st eeoceasossosacoe:oeasoesecas blank

2 et it c e e e 11-20

1. i i i et i it e e 31 or more

Question 5a. Mailed responses. (68)
Total number of employees.

LOW. ¢ et ettt e et ocococnoonsons 0
High. ..o i it iiioneesinns 175
Median.....oveiiiioeeennnennns 4
Number of Total Number
Motels of Employees
1 S 6-10
1 4
10, ittt i it i ie i et 3
< 11-20
O 2
b i e e e e et e 31 cr more
Bttt oonses e e et e v et e s e aaeno 21-30
1 ST 1
Bt ettt ees oot eeeroneneceanneeene blank
2 et ettt ot et en oo e s 5
1 ettt i it e i it et 0

Question 16. Interview responses. (30)
Total number of full-time employees.

High........... ceseosenennsoaen 65



Number of
Motels
i .
P
> TP .
b v, .o
K
2 et tnteaanens
1. eieeeeenns o
100.0 o o e e o o o
0
1.t iveeeones

Question 17.

Interview responses.

51

Number of Full-
Time Employees

....... . eeeess3]1 Or more
....... et 6-10
cececeesecteneea 2
........ oo 21-30
ceeenee c et eeeen 11-20

ceeeenen oo 3

C et ecoeaen o tevo e 5
ettt 4

..... Ceeeseen o 1

o e e coees s 0]

(30)

Total number of part-time employees.

High

oooooooooo

oooooooo

ooooooooooooooooo

ooooooooooooooooo

ooooooooooooooooo

Number of Part-

Motels Time Employees

9 oooooooooooo ® 0 0o 0 0 0 0 0 0 0 © 6 ® 0 0 0 o o o

5 ooooooo o .0 . 6 6 0 0 0 0 06 0.0 00 0.0 0 0 2

b e i e i i e e 6-10

3¢ LI ) ® 0 0 0 0 0 0 0 0 0 0 0 © 0 0 0 0 ¢ © e 0 8 0 o Ll’

30 . ® 0 e 0 0 0 0 0 ® 06 0 06 0 0 0 0 0 0 0 0 0 0 0 0 0 000 3

3 oooooooooooo . o o 0 ® o o 00 06 0 ¢ o 0 1

2ttt ianonnn Ce i oae e 11-20
l.iiceceenneanonnns cocecsoso s 5

Question 17a. Interview responses. (30)
Total number of employees.

Lowo ® 0 o 0 0 & 0 o e o ® & & 0 o 0 0 0 0 0 & 0 o o 0 2

High. ® ® 0 & 0 0 0 0 6 0 0 0 0 0 O 6 0 0 0 0 0 0 o . 085

MedianO ® ® & 6 0 0 0 6 6 6 0 0 0O © 8 O 0 0 0 0 0 ¢ 0 o0 12

Number of Total Number
Motels of Employees

T eeeeeaeeasesscoasoonanans ees.+31 Or more
70 LY o 0 . ® e o 0 0 0 0 0 e 0 00600060 0 00 11-20

40 LI L B o o ¢ o o . e o o o o o ° 21-30

4 ..... ° e o & 0 0 & 0 0 o ® o 8 0 0o o o © e o & O o o 3
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It should be noted 1n the above that some estab-
lishments did not have any full-time employees. They re-
lied on part-time employees. In other motels, there were
no part-time employees. These relied instead on full-time
employees.

The median total number of employees for motels
studled by the malled questionnaire was four. The medlan
total number of eﬁployees for motels studied by inter-
view was twelve. The median number of employees for 1n-
terviewéd motels. might have been larger than the twelve
presented in the above tabulation due to the fact that
in some establishments the restaurant employees were not
included.

The restaurant was excluded for thilis question by
some owner/managers because in some establishments the
restaurant was leased. The questlion asked only for the
number of employees directly assoclated with the motel.
The interview high of elghty-five does include a restau-
rant. The high for motel employees only (excluding restau-
rant) was sixty-four.

Here agaln the pattern holds true that the inter-

views were conducted in larger establishments where there
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were more employees. The more employees a motel had,

the more apt that motel was to encounter management
problems (in areas such as work schedules, delegating,
supervisihg, recrulting, selecting and retaining employees,
and checking and inspecting theilr performance).

A maJor employee problem which many of the managers
faced was turnover. The managers had difficulty 1n keep-
ing a sufficient number of good employees on the Jjob.

The above 1llustrates the fact that the number of
employees in Michligan motels 1s limited. The major em-
ployees, the maids, will be discussed later in this study.
From a management standpoint, some of the accepted per-
sonnel procedures and practlices are not employed because
the business 1s small and has very few employees. A
moderate size motel 1s usually run on a highly personal
bésis. Many of the malds in the smaller establishments
are treated more like famlly than like employees.

Supervislion

Question 16. Malled responses. (68)
Number of supervisory personnel.

Low-o-o 0000000000000000000 0...01
High’..'.e000..00...00‘0.000'.56
Medlan.....voeeeereoneceonns cee. 2
Number of Number of Super-
Motels visory Personnel
31.00.. 000000 o 0 e 0o e @ o 0000.000.001

27‘000500000noooooo-ouooo oooooo 2
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w

70.0000-509000.00.. ooooo o e 0 e s 0 e

Bt eeoeoosscsneososcesoscessssslt and more

Question 18. Interview responses. (30)
Number of supervisory personnel.

LOW.euvooososooosassossoo ceses |1
High.‘.l.‘..é..06000000\)0"00\3011
Medlan.......o00ees =
Number of Number of Super-
Motels visory Personnel
12 it cocrosoavesccesesocoasel
8.000.00oooaooonou.o-nooooooo.o3
Beeciocernnccconnrannesocass. 4 and more
b e NN Sae e ceeol

During the interviews it was determined that 1n
motels which had only one supervisor, one had an owner who
supervised and three had managers who supervised. Of the
motels listing two or more supervisors, nine establish-
ments might be classified limitedly as "ma and pa" types
in that a man and his wife (either in ownershlp or man-
agement) were active in the operation of the motel. Twelve
motels had housekeepers, and nine had assistant managers.
Often the assistant manager was a restaurant manager.

In the nine motels which were limitedly "ma and

" types, there were no hired housekeepers. The house-

pa
keeping dutlies were handled by the owner's wife or the

manager's wife. Aslde from the manager, the housekeeper
was the other major supervlisor since the other emplbyees

in other areas would be few 1n number and would report

to the manager (for example, desk personnel, malntenance
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men, yard men, etc.). In larger establishments, an
auditor, a restaurant.manager, and perhaps a head bar-
tender would act in supervisory capacilties.

Question 17. Mailled responses. (68)
Do you have an organization chart on paper.

Question 19. 1Interview responses. (30)
Do you have an organization chart on paper.

The median size of fifty-five rooms for the inter-
viewed motels indicates a generaily larger size for the
interviewed operations than was the case in the mailed
questionnaire study, where the median number of rooms
was twenty-three. Two very large establishments used a
written organization chart as did one medium-size
operation.

The managers of most of the motels knew all of
thelr employees in thelr organlization and they knew the
dutles of each employee. Most managers wnen asked durling
the interviews if they had an organization chart on paper
replied, "No, I don't need one."

Typlcal organlization for one of the larger motels
was as follows:

1. Manager

2. Desk personnel (including night auditor)
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3. Restaurant manager

4, Housekeeper

5. Malntenance man

Under this type of organizatlion, any focd and bev-
erage employee would report to the restaurant manager, and
maids and housemen would report to the housekeeper.

The above organlizational type 1s typical, and each
employee knew his own dutles and knew who was his immediate
superior. He knew what was expected of him by the person
who supervised him. As a result, mcst managers‘decided
it was not necessary to prepare an organizatlional chart
or written Job descriptions.

The Malds
A. Sources

Question ¢5. 1Interview responses. (30)
What 1s your source for maids.

Other maids recommend.......... 21
Michigan Employment Service....1l4
Put ad in newspaper........ . e..11
Drop in looking for work....... 5
Department of Welfare.......... 1
Call other motels.....ccevvuunn 1

The above numbers total over thirty replies since
many managers mentioned using more than one source. The
following varied comments were made by the owner/managers

concerning sources for hiring malds.
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"I like it when the maids recommend someone.
My girls are very careful who they recommend."

"The (value of a) recommendation depends on who
is doing the recommending."

"I can do a better job of interviewing if I get
them from the Michigan Employment Service. A
friend always glves a good recommendation.”

"Malds' recommendation 1is not always satisfactory.
I can check out more thoroughly if I place an ad."

"I use the newspapers. I prefer my maids not to
know .each other too well."

"T don't like newspaper ads. Those I get from ads
never seem to stay."

"We use Michigan Emplcyment Service exclusively.

They do a very good Jcb. They screen very

thoroughly. They might talk to ten applicants

and send us five and we'll hire two malds. I've

never had any better screening from a paid agency."

The overall general impressicn received in talking
with the owner/manageru during interviews was that gen-
erally they. were pleased to have thelr maids recommend
another mald, although three mentioned that they did not
like to have thelr malds know each cther tooc well,” They
rated Michigan Employment Service freom excellent to falr,
depending upon the community. The overall rating for
Michigan Employment Service was quite gocd. Several com-
mented that théy thought it much above average for a
state agency. When newspaper advertising was used, these
ads were predominantly placed in suburban local papers --

often in a weekly paper. It should be noted that some of

these motels employed only two or three maids.
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B. Hiring Practices

Question 26. 1Interview responses. (30)
Who hires the mailds.

Housekeeper.....oevveeeeeeneeasa1l
U E=0 o F-N = =% T 6
Owner's wife......cvviivvennnn. 6
OWNe. i vt vt tveennrnnnnnnnnns oL b
Manager's wife...... e e e ceees 1
Asslistant manager.............. 1
"The family"......coivevivonne. 1

Although the housekeeper hired maids 1n many situa-
tions, thils was usually wlth the approval of the manager
or owner. In some motels, the housekeeper made the recom-
mendatlon to the manager that a specific interviewed
woman be hired as a maid, and the owner/manager almost
invarlably complied, relying on the housekeeper's
Judgment.

In conjunction with the above question, a similar
question was asked to determine uniformity of answers.
The following was asked on both the mailed and the inter-
view questionnailres.

Question 72. Malled responses. (68)

If the housekeeping department needs another maid, who
declides 1if she willl be hired.

OWNer.......... e e e Ly
Manager ....................... 12
Executive housekeeper .......... 8
BlanK. euoveeeeeeroneroeoneennnnn 4
Asslstant manager.............. 0

Other......i‘OO .......... OOOQOOO
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Question 38. Interview responses. (30)
If the housekeepling department needs another maild, who
decldes 1i1f she will be hired.

Manage . e o vieeeiosoocsconsensse 10
Executive housekeeper......... . 9
OWN e o vt vttt onccenocenenncnnas 8
Other........cevo0ve ceeeocoenee 3

In comparling question twenty-six 1nterview with
question thirty-eight interview 1t can be noted 1in
question thirty-elght that the owners and managers take
the credit when thelr wlves do the hiring. On questlon
twenty-six, the categories of owner, cwner's wife, and
manager total sixteen. In question thirty-eight, the
categories of owner and manager total elghteen. This
was an 1lncrease of two for the owner/managers, while the
housekeeper category decreased two.

In discusslions with those 1Interviewed, 1t was
learned that the housekeeper recommended, but the manager
usually hired. It 1s felt, however, that the answers here
were 1n general consistent.

C. Compensation.

Question 28b. 1Interview responses. (30)
What 1s the hourly rate of pay for mailds,

Number of Minimum

Motels Pay Rate
12, it e $1.00
6.... et e e blank
2ttt ottt et oot o e o e $1.10
2 1.05
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l.ieeeennn ceecceoee e no e e...91.25

1. ittt it eotett et ann ..o 1.21

) N Ceeceeeeaa e 1.163%
l1..... oo ceeccescooens o . .95
l.veeennns et e oo . .85
liveeeennns . et .80
Number of Maximum
Motels Pay Rate
o SR $1.25

D ettt etoeseosonenoscooncoesas blank
et i i et e et $1.00

. S 1.50
2o e e e eeeeccoeeceano other
2ivennnn e e esese e nss oo ee e a0 $1.15

1. e enoneas oo o ecoeeoac oo 1.35
1. i e oot eteeoonoonocecsesonoons 1.20

5 e se.. 1,163
1.t ittt et ooevoeoconon 1.10
1.ttt el ettt anonooonosusoss .80

The "blank" responses included in the above tabu-
lations indicate that the question was not asked during
the first few interviews.

One operation had a unique pay scale which could
not be included in the above tabulation ard was classi-
fied as "other." The manager of that operation had
four full-time malds for a forty-seven rocm motel. Each
maid was pald a guaranteed, year-around weekly wage of
$55.00. This amount was paid regardless of the occupancy
or tﬁe hours worked. A schedule had been worked out
through which each mald had one day off a week. Another
maid performgd her work that day. Each mald was respon-
sible for certaln specifled rooms in the motel. If there

were any faults to be found in the cleaning maintenance of
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a room, the maild assigned to 1t was held responsible. Maids
were expected to do a Job of the highest standards regard-
less of the hours 1t took them toﬂcomplete the rooms.
During the busy season, these maids might work
nine to ten hours per day, whille during the slower season
they might work five, six, or seven. They were in all
cases, however, always assured of the same $55.00 a week
rate of pay. Thilis was a pollcy instituted by the manager --
a woman who was formerly the motel's desk clerk and who
took over as manager approximately nlne months ago. The
maids and the woman manager were all very pleased with
the maids: pay system. The motel has not had to replace
malds since the manager instituted this policy.
Another 5perator classified 1n the "other" category
did not pay on an hourly basis. Instead he pald his maids
$.50 for cleaning a single room, $.75 for a double room,
and $1.00 for a twin room. If mailds occasionally did
extra cleaning beyond the normal work of readying the
room for occupancy, he paid them $1.00 an hour extra.
By assigning cleaning on a "plecework" basis, he was able
to gear his expenses dlrectly to his occupancy. The
manager and the malds found this method very satisfactory.
This particular motel was small. It was located 1in a
smaller community and had quite widely fluctuating

occupancy.
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Question 27. Malled responses. (68)
Who decides if a maid should receive a raise.

L0 o = 3 o Y 4
Manager..v.eeeeecoecesenscesosacaslO

Both owner/manager............. 5
Union contract....vveveovcoaaas 1
Department heads........... cses O

The above question was nct asked during inter-
views, It 1s typical of motels, however, that any
ralses giveh are normally given by the person in charge,
elther the owner or the manager. A few establishments
had a pollcy whereby maids received automatic raises of
$.05 an hour after they had worked at the motel for three
months. Thils type of policy usually started the maids
at $1.00 an hour and gave them a $.05 an hour raise
every three months until they reached a maximum wage of
$1.25 an hour. A typical cocmment received during an
interview was:

"We give merit increases to the girls after they
have been here a while and learned their job."

In general, the smaller cperaticns tended to pay
higher wage rates than dld the larger operations. They
had fewer malds, hcwever. |

D. Tralning Practices and Procedures

Question 28. 1Interview responses. (30)
Who tralns the maids.

Housekeeper.......cicvocooon .. 12
One of the maids.......cco0ouu.. 6
Head maid.......cocveveeone seee D
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Wife of owner......... Ceeecaecs 4
Wife of manager.........cec. see
Assistant manager........cccc000 1

The above listing shows the majJor responsibility
for the training of the maids. The "one of the maids"
category indicates that the motel had several maids,
one -- or occasionally a team of two or three -- of whom
showed the new maid how to perform the acceptable clean-
ing routilnes.

Question 27. 1Interview responses. (30)
How ares maids trained.

Very few operations had rigldly standard procedures
for the training of maids. Two menticned that thelr
malds were shown a training film.

Generally the methods for tralning malds were de-
veloped by the motels into cne, or a ccmblnation, of ...
basic patterns for tralning described in the follcwing.

The housekeeper, another supervigor, or the head
mald would take the new maid to a room and shcow her how
to clean 1t. After half a day of demonstration, and after
they had cleaned a few rooms tcgether, the supervisor wculd
leave and the new mald was left to work at her new job
alone. The supervlisor checked back frequently to see hcw
she was doing.

Another training method was the team approach. A

maid or the head maid, and the hcusekeeper or someone in
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an equivalent position, would work with a new maid, demon-
strating the cleaning methods and working together for up
to a week's time. The mald would be shown and taught all
cleaning techniques and standards she would need to know
in working for the motel. At the end of the week, she

was on her own, though her rooms were generally checked
by‘a supervisor.

A tralning process used wldely was of an "oﬁ-the—Job
training" nature. Cleaning skills and methods with which
the new maid was already famlllar, through previous Jjobs
or through cleaning her own home, were utilized. The
mald was taught and encouraged to organize her own motel
cléahing Jobs in a manner most effective and efficient for
herself and simultaneously in compliance with the motel's
standards.

Invariably this method consisted of "show, tell,
and do." This 1s the method recommended by Alta M. LaBelle
and Jane Barton.1

One manager saild:

"The head mald takes a new mald to one of the rooms,

shows her how to clean, and lets her go at 1t.

Sometimes a new mald will work with one of the older
maids." :

1Alta M. LaBelle and Jane Barton, Administrative
Housekeeping (New York: G. P. Putnam's Sons, 1951), p. 111.
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Baslcally 1t 1s a case of having an older employee
train a newer one. Twelve owner/managers stated that
thelr housekeepers were 1n charge of trainling new maids.
At other motels, other members of the organlizatlon per-
formed the task.

Certaln aspects of C1eaning guest rooms were almost
universally stressed. These included emphasis on proper,
t1dy bedmaking; thorough dusting and detalled cleaning
of the room; and particularly careful attention to sani-
tizing and cleansing the bathroom facilitiles.

E. 1Inspection and Standards

Question 32. 1Interview responses. (30)
Who inspects the rooms.

Manager. c v ovoosocsescoconses eea1l
HousekKeeper. ... ..ot ieeoernnennn 11
(0171 01=3 e e 8
Manageris wife.......cocovennnn 5
Head maid.....ccvcieinnivoenans 3
Owner's wife......... oo e oo n s 3
Assistant manager........c.oce. 2
Assistant housekeeper....... e, 2
Room 1nspector....... Crereesee. 2

in the smaller motel operations, the manager and
his wife or the owner and his wife generally llve on the
premlses and do the Job of checking on the malds them-
selves. The larger operatlions usually have a housekeeper,
assistant housekeeper, or head maid whose primary respon-
8lbility 1s to check on room cleaning and see that the

motel's standards are maintained. In all the operations
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questloned, the manager did occaslonally check the rooms

himself. Question thifty-two interview relates, however,
to the motel person who carries the maln part of the,reé-
ponsibility for inspecting rooms.

Question 33. Interview responses. (30)
How often are rooms inspected.

VarlesS.iioeeeeeseetceenonconees 11
A few rooms of each

mald each day.....cvevvoeeenne 10
Dally..veieoriocoeerococononnnss 9

(Varies: these answers varied from "we try to inspect
after every checkout" to "all rooms once per
week.")

Most owners and managers (or phg housekeeper, if
the motel were large enough to employ one) knew their
malds, and they knew thelr maids' capabilities and laxi-
tles. The 1lnspectlion to uphold room cleaning standards
depended very much upon which maid's work was belng exa-
mined. The person inspecting was quite apt to be in-
flﬁenced by the past, established degree of reliability
of each maid.

Some of the larger motels had set policles which
designated that all vacated rooms must be 1nspected when
they had been cleaned after each checkout. 1In the
smaller motels the owner/managers knew each maid, they
knew which rooms she cleaned, and they knew whether or

not her past work had been performed conscilentiously.

Thils 1nsight gulded their inspection policiles.
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Question 28a. 1Interview responses. (30)
Number of rooms cleaned per maid.

‘Number of Rooms Cleaned
Motels Per Maid
1. i e i e Co e 12
T e eoneonenononosoansnns seosesolO
Bttt ooeccosccoccoocosoecoonos s 14
B cecsessscononscososcscsssoss.Other
2 G
l.ceoeceeoeon cocecooacs ceocoooens 11

(Other: 2 sald depends on occupancy; 1 sald they're
allowed up to 20 minutes per room for a team
of 2.)

While the median number was twelve rooms per
mald -- and the vast majority stated twelve rooms per
maid -- the impression received from the owner/managers
during interviews was that very few establishments
strictly enforced a standard for the number of rocms
each mald must clean. One owner said:

"My standard is twelve, but whether the girl has
seven rooms that day because c¢f 1lcw cccugpancy cr
twelve rooms, it still takes her the same amount
of time to clean all her rooms."

The number of rooms to be cleaned per maid in the
smaller motels varied according to the number of rooms
belng occupled. Some maids who worked only part-time
were allowed approximately forty-five minutes per room
to clean the rooms occupled. In the larger motels, there

was a varlation in the numbers of rooms assigned to the

maid. A mald responsible for many rooms usually cleaned
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singie occupancy rooms. Another maid might clean fewer
rooms, but the rooms were for double occupancy and re-
quired more time for cleaning.

Question 30. Interview responses. (30)
When 1s a room deemed clean.

A wide variety of replies and statements were re-
celved regarding this questlon. Some of the most fre-

quently mentloned criteria are recorded below:

Bathroom clean....c.ococvvooeocess 19
Room dusted......... s eco e R B
Clean under bed, ., ...ceveonsonn. 6
MLIrrors Clean. .ou. v sccmesoacenes 6
Room looks tidy and reat. .. 6
Neat bed....ccvv... )
Corners Clean..ooeooosocenes . 4

Varied comments were received, Some typical com-

ments were as follows:

"You look for the obvicus. Check for dust. Be
sure the toilet is clean."”

"Lock at the floor to see that 1t's clean. Mirrors
must be polished dally. Windows can be a little
easler. Sheets are changed dally. Nothing left
in the rocm. Nothlng from the previous occupant,
not even a stray hair. The rcom should look like

1t's never been slept in, and the room should smell

clean."

"When I can lay a sandwich down and not get 1t dusty,

or when I can go through the corridors and rooms

in a pair of white socks. The malds hate my whilte
socks."

"I check the venetian blinds with a kleenex to see
if there's any dust."
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"None of the rooms are prcbably as clean as they
could be. We try tc give the traveler a good first
impression. If the cccupant gets a gcod first im-
pression, okay. But if not, there are problems”

"A person can lock at a roocm and all may be in
order, but still the room msy not be clean. It's
necessary to inspect the corners and under the bed.
If you look close it may not te neat. It's neces-
sary to check under the faucef in the bathroom,
showerheads, on top of the tiles, and so forth.

I'm a bug on showerheads."

"When 1t lcoks clean. When you wslk in you see the

face of the rcom. If the rcom 1is dusty, you see

a dirty face."

The atove are typical replies tc the questlcon. Gen-
erally, the owner/managers emprz:ized their high standards
of cleanliness and relished relating compliments they had

recelved from guests for theilr mctels® clean rooms,

Question 31. TInterview responsez. (20)
Is there a written standard fcor rocm cleaning.

B 19
NO.oovuvwvoooouwavenmonu s v vwwssedd
Tre follcwing are some ¢f vre Zomgpents with wrich

the ownery/managers amplified tne:r "yes" or "no" replies:

"No, I don't have cne. I tried to type ore out
once but never hgve dcne 1t."

"The housekeeper has a checklist. I typed all the
main points that I wanted decne daily. weekly or
monthly. Each girl is given responsibility for

the general cleaning cf certain rooms., Another

girl may make ur that room on the assigned girl’s
day off, but the deep cleaning 1s the respcnsibillity
of that assigned giri. Each maid checks a rcom

l1ist in a special way so I Know exactly who made

up each room."

"We use the Howard Johrscn®s Manual."
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"We have one somewhere but I haven't looked at 1t
for a long time."

"We follow the Holiday Inns procedure."

"We try to do it on a personal basls. A checklist
doesn't mean a thing. We used one once but found
the malds fillled 1t out before they went in to
clean a room!"

It is 1ndicative of good management practice that

of the thirty owner/managers interviewed, nineteen had a
written standard or procedure. Other owner/managers re-
lied on an inspection procedure instead of writing out a
cleaning procedure manual cr preparirng a written check-
list.

F. Problems With Maids

Question 29. Interview responses. (30)
What 1s the majJor problem with the maids.

The answers varied, but the fcllowing tabulation

1s indicative.

Inattention to detzil.. . .. .. .15
Don't have any prcbiems.. .. . 9
We have very nice maio- ... 8
TurnoOver., .. vv v e s ... 3
Ycung maids not very good ..... 2

Most of the motel owner/managers interviewed were
very satisfied with their maids. Those who answered, "I
don't have any problems" were in most cases not the same
ones who said, "We have very nice girls." Only two out
of the total of seventeen who repiied "nc prcblems" or

"our mailds are very nice" were duplications.
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Most of the maids woriing in the motels interviewed
were older women, and this was by preference of the owner/
managers, who found that the more mature ma’ds are not so
often absent to care for a sick child at home, and 1n gen-
eral they work better and more reliably.

All the maids in some motelis were white women, all
in others were Negro. Many managers employed both whlte
and Negro women. The only criterla was the gquality of
thelr work, Only two managers stated a deflinite prefer-
ence In the matter. Both 3id they preferred the Negro
malds. One sald:

""here are more Negro wcmen looking for work, and
I find they do a better job for me."

Some average comments recelived during interviews
on the matter of problems with the maids were as follows:

"I don't have any problems. My girls know thelr
work, and they go and do it.

"No major problems. Once in a whille a maid will
skip over a rccm."

"Little trivial things., Many are afraid their
friend, another maid, might do less work."

"Sometimes the maids are too noisy In the morning
when reporting for work."

"The fact they are women. Get a group of women
together and you get a bunch of petty squabbles.
We do have a pretty nice group of malds, though."

"I found the way to end prcblems with my maids.
We have a regular girl who 1is the housekeeper.
Occasionally I will give another girl a chance
to work as housekeeper. It is a break in the
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routine for the housekeeper. I hold whoever

1s the acting housekeeper responsible for all
rooms. It's a lot better for the housekeeper

to tell the glrls something 1s wrong than the
manager. The housekeeper draws constant

regular pay. When the mald 1s acting housekeeper,
she gets extra pay. We also vary the rooms to
clean. It puts the shoe on the other foot. For
example, a girl may be assigned so many single
rooms to clean and 1s asslgned a groupling with
fewer single rooms and more double rooms. It's
a break 1n her regular pattern, but she's soon
glad to go back to what she's used to."

The only chronlc problem which was consistentlj
mentioned by the owner/managers was that occasionally the
malds would miss some cleanling Job 1in a room. They soon
learned, however, through their 1nspection procedures,
which malds needed to be checked and supervised more than
others. Every owner/manager perlodically checked rooms
himself to see how the malds were dolng and to study the
condition of the rooms. The manager's inspectlons, 1n
adaition to constltuting a routine procedure, were also
performed 1n order to determine which rooms needed extra
cleaning, such as carpet washlng, for example, which 1s
not part of the malds' standard room cleaning work.
Unlons

Question 29a. Interview responses. (30)
Do you have a unilon.

NO:ierieooioossoesanenssonsneee2l
YeS.iieeeeeeeoassoesntsonsoosons B
AlmoSt.eeeeseersoeesceaosesnnee 3
BlanK.eeeoeteosoososoeesoonosee 2
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Most motels included in the mailed study Qere too
small to have a union. Only the very large interviewed
motels were unionized. The smallest of these had eighty-
one rooms. The unionized employees were usually the maids
and porters. During an interview, one owner commented:

"We have been union since we opened."

Those who answered "almost" to the question stated
that attempts had been made to organize the maids. One
owner c£aid:

"When I opened here, I had an antagonistic house-
keeper. The first tnirg I knew, I had a union
business agent here with a contract wanting to
organize the establlshment. From time to time I
have had pickets out front, but I have never signed.
One of the ringleaders, a maid, was fired for fool-
ing around with a guest. I was very lucky. The
next day the business agent and the maid were ready
to picket and close the place., All of the other
maids, however, reported to work as regularly
scheduled. The other maids felt the mald de-
served to be fired for focling with i guest. Had
I fired her for practically any otner reason,
chances are the other meids would not have re-
ported to work. I pay uricn scale or above, and

they eat on compary tinma., Tney start at eight
o'clock and qult at fcur and are paid for eight
hours."

Three of the filve cperaticns which are unionized
are chain operations and the other twc are franchise op-
erations. When the manager of cne unionized chain motel
was asked 1f he had any probliems with the union, he

replied:
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"No, we get along flne. We're glad to be unionized.
After all, this 1s a union town. Many of our guests
are associated with unions."
Two .of the unlonlized motels have had employees out
on strike. The other three establlshments mentioned no
major problems 1n regard to union relations.

Pollcles and Decilsions

Question 20. Mailed responses. (68)
Who sets the operating policy. _

OWNEL . ittt esnsonsnnnnnns e.... 48
Manager...coeeeeeenococas cee e 8
Both owner/manager............. 7
Other...vieieerionsssoosooscnses 5

(0Other: restaurant manager, management company, partners.)
Of the sixty-elght motels, the owner set operating
policy in fofty-eight instances, and the manager did so
in elght. In seven cases they set operatling policy Jointly.
Five replied that "others" set operating policy. These
were elther a partner (another owner), or a management com-
pany, or the restaurant manager, whose policy-settling was
reiated to the restaurant department only. These facts,
combined with the fact that the median size motel in the
malled questlonnalire was only twenty-three units, polnts
to a somewhat limlited scope of responsibllity 1n manage-
ment activities by the hired managers.

Question 22, 1Interview responses. (30)
Who sets the operating policy.

MaNBEE . s vt veerenenrnnennnnonns 18
owner... @ 0 0 & 0 0 0 0 0 0 0 0 0 00 0000 e .12
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A meaningful comparison cannct really be made be-
tween question twenty mailed and question twenty-two in-
terview. The motels which were interviewed were larger
establishments. A few of the smaller interviewed opera-
tions did have hired managers, and in two instances man-
agement of the operation really was left up to them. 1In
these two particular cases, each motel employed two maids

and a part-time maintenance man.

Question 73. Malled responses. [F8)
Apprcximately how much time per day does the manager
spend on day-to-day operating prcblems

l] to 2 hours.........: v e..20

More than 3 hours..............16

2 to 3 hours.....o...ccoao...:.13
Blanktootttttc‘?..ooholooooﬂo'oolo
lLess than 1 hour.......ccecve.. 9

A comment recelved on several replies:

"I seem to spend ten to twelve hours a day on
operating problems. That's all I ceem to do."

Question 28. Malled responses. (68)
The overall day-to-day decisions at your motel are made by:

(017 T < 36
Manager........ N 22
Both owner/manager........s..0. 5
Senior partner.......... thereea D

The manager does have authority to make day-to-day
declsions 1n twenty-seven motels. There were twenty-nine

managers in the slixty-eight motels.
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Question 21. Mailed responses. (68)
Criteria for distingulshing between major and minor
decisions.

Type of prcblem involved....... 37
Amount of money involved.......24
Number of personnel involved... 5
Ihdividuals involved........ cas 1
Who cares! ....ccoovesooncuesss 1

Question 22, Mailed recponses. (68)
Who makes major decisions.

OWNer. . v cvvooooraccrc. oee oo o B7
Manager° ooooooo ceriinoeee. B
Both owner/manager ....... .. 5

A ccmparison of the twe above guestions (twenty-one
mailed and twenty-two mailed) shows that the owner parti-
clpates in the making cf major decisicns at slxty-two
motels out of the sixty-elght which replied. On guestion
twenty-one malled, the respondents stated the two replies
"type of problem involved" and "smcunt of money involved"
a combined total of sixty-twc times. A prcblem which the
owner decldes 1s a major type of problem, and problems
which involved the motel's firancez ware, as it would be
expected, handled by the owner  The hired w=viagers, how-
ever, often recommended courses of action which the cwners
consider when they make major decisions.

Question 23. Mailed responses. (68)
Who makes the minor decisions.

OWNE e s cvooovoccononnorvoccoeaadl
Manager 6 oo cooacacocosovoonaeusd
Both owner/manager............. 5

Department heads..... cescoosocs D
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The respondents are agaln consistent. Twenty-six
of twenty-nine managers make minor decisions. Filve de-
partment heads also can make minor decisions, usually with
the manager's or owner's knowledge and approval.
Question 31. Mailed responses. (68)

Which of the following individuals have the power to hire
and fire.

OWNET . .ttt coconneccnmcononncas 54
Manager.......-. e e e e cee..25
Department heads....... peee .. b
Assistant manager........c..... 3

The manager, the assistant manager, and the de-
partment head are again classified as making declisions or
as allowed to make decisions., This number i1s only one
answer different from the thirty-one correspondirg re-
plies on minor decision making given to question twenty-
three mailed for the managers, both owner/managers, and
department heads.

Question 36. Interview responses. (30)

Which of the following individuals have the authority to
hire and fire.

Manager...... i ec o e e e e 19
OWner..ooweocoss N s e e i s e ees 15
Department heads...... ... ..c... 10
Other.....vvevuen.. e e ... 6

Agalin the respondents to the interview question-
nalre were very consistent. Nineteen managers ocut of nine-
teen managers were gilven the avthority to hire and fire,.

In ten cases, department heads were given authority to hire



and fire. The tabulation of guestlion thirty-eight 1in-
terview discussed earlier in this study demonstrated that
in nine motels the executive housekeeper may hire,

During interviews, some of the owrer/manzpgers?
comments were as follows:

"The housekeeper can hire if 1t°z absolutely

necessary. However, che usually checks with

me first."

"The housekeeper is given the respcensibility to

keep the rooms clear and a standard number of
rormsg for each maid. Tt's up to her to keep a

- i
YW

Several of the cwrers or managers stated that they
wcild allow the department heads to hire «« usually with
their arproval -~ but that they did all of the discharging
of personnel themselves.

One manager reverced the sgituation, hcwever, He
permitted his housekeeper to fire emp.cyeces, but he d1d

d:

e

411 of the hiring. He sa

"I realize thls is a rather urorthodox procedure.
She's a very gocd hoasekecper, but she's had very
little experience in hiring. She would hire al-
most anyone who applied for the job. She‘s Jjust
not ckilled in Interviewlrg. I guess maybe 1t-¢
just because che‘s a little too easygolng."

Question 59. Mailed responcses, (68)
If the motel were to expand, who would make this decision.

Oowner..... R o X 4
BlanK. coeeoeosowssnnweceoscsecs 1

This agaln 1s consistent with the repllies to questicr

twenty-two msiled concerning who mskes the major declsiornz,
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CHAPTER VI

ACCOUNTING AND FINANCE

Cost Per Unit

Question 46. Mailed respcrses, (68)
What was original cost per rcom with furnishings.

Low. Q O ¢ 0 O 0 0o ©C O e e O ¢ > o O o 0 O5 O & & O I 0 ¢ € $ 2’ 500
High......... e osossrocsscenass 12,000
Median. ... ooseoorooccens s e e 6,300

Number of
Motels Ccst

e e

20, e enoneier i ecacsoceaaad 6,000 to ¢ 7,999
17 oo cacocoonocesnassaconsceca.1le88 than $6,000
17 oooooeososscoococsconcsons . Dlank

i tennoooeccnnncccoocnaoenancs.$ 8,000 to $ 9,999
D e ccoecencoeccoeainoacacas s o 12,000 and over

Question 47, Mailed resporsesz. (68)
What was original ccst per room withcut furnizhirgs.

LOW. © 0 0 06 0 @ 000 3 0 G QA L S 8T AD LL o C ouCe $ 2" C)OO
High...cooev0ecsnse-ooss ».c,:. 11,000
Median....c . sesce:nmcneuwnruas. . 5,700

Number of

Motels Cost
260 S 6 0 0 0 ¢ 00 ¢ 0 0 0 7 OO O L s &I ¢ w0 G < .bl&nK
20, i ceiooocooosanoocs s e e $ 4,00C to ¢ 5,999
12, oo covncoocoennenn essce. 6,000 to 7,999
Devvoooocoococoacs coesocos an ., 8,000 to 9,999
Beeeoo C e e e e et v.....less than $4,000
20 © 06 00 0O ® 06 00U C 0O T 5 & C 0 OO0 9B U T .$10’ OOO tO $11’999

The above indicates a high total motel cost. The
median size motel 1in the mgailed study was twenty-three units,
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The median size motel computed

a total investment of $144,G00.

r of cgstablisnment, 1074

the

m

co
tures.

The ccst of furniture ard

cubtracting the coripgiral cosy voy oo
{guesticn 47 mailed) from whe oy oy
furmisnicgs {gquestiorn Loora T
pelow rrdicste the ccsn ¢of furmiture =
The total 20U per roowm 1 gonor

S ets

[

votal cost of the moteld

cozt, and Improvemar v

A

)

PIo BN aNed

U the median cost requlires

This

P
s

would be the total
sroiture and fix-
vas comwputed by
aithe Lt furnishings

)

per rocm wignh

recuiting flgure:

building

<

‘ay, Parking spanc,

swimming pcol, etc. i arnd divid.oro s otz figere thus de
rived bty the numter of wotel room: I s et
Pand, swommies poci, o ohr oo it - : everyLly
1rvoived we gre aLi 1nTDIpra SRR S A OO A
The moteild whiioh wers Dol Lo ' SR
witro a larger number of wr_ i were found 10 Le 1n the nigh
cost categirv and above the mediar oot
"Today the aver:ige wmo o G ropresonr o TAuess
mert ¢f as mucrh az Lo, 00 e o Ly Car
that a twenty-tilve unit 2peration mignt o311 for an
g R . 1
investment of 3 quarrter of a3 miliicn dcllars "4

JDoug Cechran, "Fature

C
Tourist Court Journsi, {(May,




The cca

T

D
t
4
b
o
—
T
<
1

the analysis of mo
widely knowr and accepted 1n tne moirteli.hotel

1s as fecllows: one dellar shculd be charged

for every thousand dollars per room <oz Tn

dicate that a motsl ra~m whisn oo 0 00 T700
zrd furrish should renmt Tor S0 0 o0 rigniu.

. s
however

O . -~ o= R S Y rYre S o Loy +
DG : % bear, oo Ponn SRS =

a - e » b
™ol [ N T i
. SN TR P e = . -
will bezr" arg tries shoLuld a0 ‘ UL

and cost of tne motsel constro s e

Norme ¢f the resgerndernts rad a total ps

of more than $12.C00, bsn meves did ha

PEY room ccst,

ACGLEILLICO CTOCE a0y om0 e

y
- . /vy ~ - - — LY -~
Cowree S ey s ] teEry il ! . ' s

-
-

<
o
(o3
.-
—

cnformatiaor sctly 2 oo Ly weving
Jguesticrn wasz asked and uioaiiv a7 odered e

malled guesticnnaire phave cf - = toow

, prescribed by the motsl 2 warricula

rer room ig 3 wery ivportant yardstick i

"

i

iz a gereral rule-of-thumb

indugtry which

el

-
L

.
A

Y20om CO3t

$12.000

=

racmal

Cne motel interviewed gutre probzhiv 14 ccst more

than the $12,000 per unit. 15 w.> lavizrly

designed. Many cof the furmishircs g3 Fixty

expersively

5
i

”

A
-

t

ZOems



0
un

were gpecially-built on the premises, which ralsed the ccs
of the rooms’ appointments far abcove the ccst which would
have been involved had they beern purcnased from a corncern
utilizing mass production methods. Thils cperaticn wWas &X-
reriencing financial difficuity. Tt arpcsared thit basic

costs were toe high for this motel:'s area and the motel

2
B
[}
ot
i
[42)
3
O
ct
@
5
ie)
—
=
O
—+
[}
<

was not achieving adeguate oczupan:

provable which factors - the hipgn cC3t or tne 1lcow OCCu-

pircy v both =- csused this nonal ¢ pres=rnt firancizl
diffin ities, 1% caEn, nowsuary ;2:zomed that the ex-

cesslve ccst per rceccm fs as:zurcc.y a contributing factor.
QOne cwner stated:
structure, people would take

vy, 'That's too expersive.
izce where the rste:s prcbably

"If I had tco lavish =
one lock at 1t and sa
letis drive con to a ¢
won't be sc high.'"

wm M

This owner‘s comment CoOuil 0 yeYrirment t. precizouy
the untfortunate situation im whisth tre wote: woi-ribed

above 18 now ermezhed.

Y]
i
e
D
(@]
ct
f1
O
—
t
>
e
m
4]
ot
-
Q.
<<
9]
)
<
je]
3
ot
I
N
>
Nt
=
.
<
N
b
—
N
=
it
"3

the sources of furds fcr inveztirng 1n fne mona.g
wnat portion ¢of these funds wus s.pplired by long-term in.
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funds in the form of equity capital. Funds are suppliled
by long-term debt whereby assets (usually the bullding)
are pledged 1in the form of a mortgage on specific property.
Working capltal 1s usually supplied partlally by equity
capltal and partially by the extension of credit by the
various flrms sellling to the motels. The following analy-
sis concerns itself primarily with that portion of long-
term debt that 1s supplled by a mortgage on the physical
property of the motel. There may be additlonal forms of
long-term debt. Usually, however, long-term debt takes
the form of speciflic assets belng pledged for the funds
obtalined. Thils 1s usually in the form of a first mort-
gage on the motel property.

Sources of Funds

Question 34, Mailed responses. (68) 1
Most of the funds for purchasing the motel came from:

Mortgage firm.......... ... 32
Proprietorship......... s e e e 12
Owner 50% - mortgage

FIrm 50%. v v v vt e e toncnencnnn 10
Partnership....... e 6
Blank.....oiveeenn. e seee 5
Stockholders. Gttt e e eeeo e 3

1The word "money" was used in the mailed and inter-
view questlonnalres to make sure the questlons were absolutely
clear to those who participated. Questions have been restated
in financial terms. Financial Management (24 ed., Boston,
Allyn and Bacon, Inc., 1963) by Robert Johnson was used as
the reference for financilal terms in this study.
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Question 44, Interview responses. (30)
Most of the funds for purchasing the mctel came from:

Mortgage firm......c.occeve-0..16
Owner 50% - mortgage

firm 50%. ..o cecooncooncocas 6
NOt SUre...oiocooocossooncoaesns D
Stockholders......c..c.cc00 ceaae. 2
Proprletorship....... ceeoeo oo 1

When this questicn was asked during one interview,
the manager replied, "There was no mcrtgage debt. The
owner pald cash for this motel." The interviewer, by
perscral observation, estimated the cost of this motel to
be over $500,000., The owner put in eighty per cent cf
the funds himself, i1t was learred, and cbtained the re-
maining twenty per cent from frierds.

Several of the managers interviewed were not sure
of the amount c¢cf the mortgage debt or where 1t was ob-
tained. This will hold true in many of the answers tc
the following gquestions, In many cases, hired managers
were not informed about the mcotel's financizl matters.

In some cases they did nct receive flranclal statements
or any acccunting informatiorn, which did rnct permit trem
to use accounting knowledge in the analysis c¢f thelr
motel for control of operating experises. This appeared
to be the case more often in the larger establishments
which were more apt to have hired managers. An owner was

mcre likely tc manage hls smaller size motel himself. The
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cwner was mcre krowiedgesbie

finance and contributed mcre
fermation to this study,

Question 35. Mailed respcnse

Approximately what percentage

in matte of accounting ard

firancial and acccunting in-

{68)

of purchase

s
=,

vrice was egult

oy

capital and what percentagse was mirtvgag: debs,
Equity caritsl 100%.. Mcrrgage debt 0%
Equity capital 20%.......Mortgzge debt 80%
Median: Eqguity capital LO%. i~rteage debt 6C%
Question U7, Interview responses. (30)
Appre i at=2ly what percentige of purchase price was eguity
Caplt- ' mnd Whal percentipge wai mCorlgage deUU.
Eauity capital 1CC%H. . Mortgzee debt 0%
Equity capital 10% Morteage debt 90%
Median: Eguiity capital S50%..... . .NMortzage debt 50%

The tabulaticn of the anzwars

0n
M

asked on tne 1nterview

TCc guesticn forty-

Jicestioengire 1s as follo

Number of Fer Cent of
_Motels Mirteage Debt
7, Cieee . .noT gure
6... .50%
boooooL. L0
N L759
S ceecesenn . .70%
e et e e e e LB0%
Coincnen R . 0%
1o ceoonceusson . . 90%
Lot iiinonnnen . .. 25%
2] 0 4
The followirg comments sre quoted frem a series of

printed lectures delivered by

State University in 1963,

Mr.

Fr=2d W. Eckert at Michigan
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"The chszin comparies have used their ccrporate
guarantee of 1ndividual prcperty mortgage loans
by becoming the direct cbligator cn the mortgage
loan notes, cr guaranteelng the notes ¢f subsidi-
aries who are fthe direct tcrrowers, to cbtain the
higher loan amounts and the more advantagecus
terms. Borrowing ratios cf mcrtzage loans have
thus increased to initial ratios of sixty-five or
even seventy per cent cf ccst or fsir market value,
However, the overall ratlc reiztionship of mort-
gage debt to property value is expected tc be held
tc fi1fty per cent in crder to 1psure a mar%in of
safety in the cversll corpcrate position,"

According to Mr. Eckert, mcrtgage debt should be
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held to fifty per cent of tre rrcperty
to 1nsure a margin of safety. Tne median of motels in-
terviewed did cconform tc this ssfety pattern. Some were
probably held to this fifty per cent long-term indebtedness

by their bankers. Others were able to obtain 5 greater

Q,

nd did so,

Q)

percentage of mcrtgage furnds

It was calculated that the median motel cf the
mailed study could concelvably cost a total of $1LL,520,
If the owner 1s to supply fifty per cent of this amount,
he must invest $72,450. The next £i¢g in the study was to
find cut where men who invested in the motel busiress co..
tained the funds for their eguity.

Question 46. Interview recspcrzss, (30)

What was the source of furnds fcor the down payment by cwrer

lpred W. Eckert, "Financial Mansgement fcr the
Service Industries: Lecture 6; Capltal Markets for the
Service Industries," 19€3.
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Savings or other businesses....23

Chain....vocvovoncessesoscaocase D

InheritanCe..cocoecorcosocscuss &2

Only two owners inherited the funds they used for

entering the motel business, and these two owners had
previous business experience. One of these two had man-
aged a large hotel. The other had been engaged in sales
work for a large firm (not hotel or motel). Twenty-three
answered "savings" which were usually accumulated through
their a-~tivitlies In other busirnesses cor flelds. Onrnly
three of these twenty-three said they had worked on a
salaried basls for a business organization prior to thelir
entry into the mctel buziness. Five of the thirty in-
terviewed motels were owned by chain concerns. (A more
complete analysis of the busiress experience of the motel
owners appears in Chapter V of this study). All cf the

owners (excluding chain motels) had been z.:s5cctated with
previous buslness operations

In the majority of small arnd large creriations the
motel investment funds hid come elither as prcfits frem
another business or frcm sasle c¢f a previous business cor

businesses.

Question 36. Mailed responses. .68)
Who holds the mortgage.

Bank..'.ooocotloccﬁ'f‘.‘0"u9u.0&00029
Private individual.............1l4
NO MOortgage. . cocooooovocossosooall
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Insurance company....... S |
Savings and 10an.....ccceevenon 4
S.B.A., .cccioccesoocoecsccnoocsel
BlanK..ceooooeoooooooooveesonoasl

Question 48. Interview responses. (30)
Who holds or held the mortgage.

Bank.o..evoovoooasovosooconossss 9
Insurance company...ccoeeoeocoo. 7
Mortgage company......... veieesD
No mortgage. . .couoos - S |
Land contract.........ccocv.c..2
NOt SUre....occoconcocooccononas 2
S.B.LA. ..ecccosononcan Ce e N |
Pension fund....... 6o o ma coasol

Interviews disclosed the relatively lesser extent
of lmportance of the bank a3 the motel’s mortgage holder.
This situation 1s not 1llogical in view of the fact that
the interviewed motels were predominantly located in
larger slze Michligan communities. In the larger communi-
tles funds were probsbly available through sources other
than the banks. Thus the position of barks as tne motel's
creditor diminished relatively in proportion.

In addition to the above, mwary firms engaged in
rlacing mortgage funds, such as the insurance companies,
are not very interested in placing smzll losns. They
usually prefer to place larger amcunts because of the cost
of processing loans., Secondly, many small banks do not
like to tie up thelr funds in too large a single mortgage

for extended periods of time.
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It is iInteresting tc note that the mcrtgage debt
was held by private individuals in fourteen of the re-
plies to the malled questionnaire, whereas nc mertgage
debt was held by private individuals in the Iinterviewed
mctels. Where private individuals did holid the mctel's
mortgage debt, 1t was gererzlly for trne smzller motels

lccated in the smailer comrurinies

Question 37. Mailed recponzes (e3)

Whast 13 the rate of 1ntersst cn your motel 8 mortgage.
e S
High,.... .. .. . . e T.5%
Median.. . ...... . .. . ...... 6.0%

Questicn 49, Interview responses (30)

What 13 the rave of irterest ¢n ycur motel s wortgaze
LOW. oot ionin v e, 4T
High..veveeonoernens ivoeeeea10%
Median. . vvevevieeer verieie.. 6%

Mcst of the mctels - trirty-seven of the mailsd
and thirteen cf ths 1rterviewsd .« Caid L m2dian 17 -

1
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terest rate of g1x per cent on trelr mMovigage
of four per cent which appsar<d ¢ re lrnterview ques-

d B,A. locan., Tne cwrer

0]

the above-mentior

M

tionnaire wa

[ 67]
D

wm

who had the ten per cent wirtgage lnterest rate was asxed,

when he was interviewed, why he had to pay ten per cent.
He replied:
"Ten per cent is very high. At the time w2 built,
we wanted all the mortgage funds we ccuid get,

We wanted to put in the least amcunt cof funds
possible. (They had a ninety per cent mortgage. )
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Consequently, we had to pay high interest. We
have bullt up our equity sufficiently to where
we are now in the process of refinancing."

Most of the mortgages were standard business ar-
rangements. The smaller establlishments tended to deal
through banks and the larger motels through insurance com-
ranles or mortgage firms.

The smallest motel where an 1lnsurance company held
the mortgage was thirty units 1iIn size. Five of the seven
mortgages held by insurance companles were for motels one
hundred four units or larger in size.

Question 38. Mailed responses (68)

What was the original length of time for the mortgage in
years. :

TOW.oecvosoocas vocreonsececoeces [
High..:.oeoeoeceooeocanconaaonen 20
Medilan..... e o e se s O 24
Number of _ Years for
Motels Mortgage
8...... 6 0 0 00 o 00 e e e aeesaeoeeonos 15-19
G e e 10-14
< I S ee e s .,...n0t sure
Bt ecooeconevoonsnoees .o T, 20 and over
2eovvcos e o e o oo auas o e u e .ase..N0 MOTrtzage
lescvooo cecocssecccocsiauoeca.e.le88 than 10

(No mortgage: 1 leased, 1 paid cash.)

During interviews 1t was asked why a few of the
motels had oniy a ten-year mortgage. Thls owner's res-
ponse 1s typlcal:

"We wanted a short time to get it paid off. Be-
sides, the bank didn't like to go over ten years."



In general, the smaller motels had higher interest
rates and shorter time periods for their mortgages.

Question 39. Malled responses. (68)
Does Interest plus principal equal a flat, constant monthly
sum.

VS et eneeoeenoconcnooonanonssld9
Other..c.ccceoosooooeocecosocecsl?
NO:.icooesosoooooooosasoocosocoos U
NOT SUre..c.cecovcconoceoooncass 1

(Other: varied from single annual interest and principal
payments to monthly interest and princlpal pay-
ments. )

Although this question was not explicitly asked in
the interviews, a few owner/managers volunteered the in-
formation that they pald principal and interest as a
flat, constant monthly sum. One specifiled:

"I pay monthly interest on the building. I have

a land contract with the owner where no principal

1s due for twenty years. The owner of the land
contract felt this was a good investment."

Question 40. Mailed responses. (68)
Was there a second mortgage on your motel.

NO. . veeooooooncroseso. 1)
YeSoeeeoeoonoa cooososceoccovusees 1l
NOt SUI€.coececocooooocoososocses 2

Question 51. Interview responses. (30)
Was there a second mortgage on your motel.

NO::oeoooossoseoooooeooosascasssal
Yesoeaooooooooooocooooencooonoa 8
NOt SUIr€...vcococovoocanooasoens 2
Two individuals interviewed said theilr second mort-
gages were used only for temporary financing until they

could arrange thelr permanent financing. One owner stated:
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"It's part of the down payment deal. We have a
three-year second mortgage."

Question 41. Mailled responses. (68)
Was a second mortgage used to finance the purchase of

furnlture and fixtures.

) (o Y e vee..56
=Y 8
NOt SUPr€....ccveeeecone o e e e 3
BlanK...ceeeeeoeeoeeeonneasooss 1

Question 52. Interview responses. (30)
Was a second mortgage used to finance the purchase of
furnlture and flxtures.

NO.oooooss e o e o e e e e e 24
YeS..oeeeooeoenca cevo e coeseeco D
Not sure....... . v oo e e o e e 1

"Compared with the terms for a first mortgage,
secondary flnancing 1is usually obtalned at a
higher rate of lnterest and 1§ repaild over a
shorter length of time, usually not longer than
five years...It 1s often deemed feaslible to
finance furniture, furnishings, and equlipment
on an installment contract basis."

Few of the motels -- in either the mailed question-
nalre or the intervliew phase of this study -- used a
second mortgage to finance thelr motels or to purchase
furnlture and fixtures. One motel owner stated:

"We did not use a second mortgage for purchasing
of furniture and fixtures. We paid cash for all
our furniture and fixtures. My partners and I
each obtalned funds from our bank on a personal
loan basis. We used these funds for buying furni-
ture and filxtures. Itfs amazing what you can buy
and the prices you can get when you say 'I intend
to pay cash for this.'"™

lGeorge 0. Podd and John D. Lesure, loc. clt.,
pP. 196.
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Of the motels Interviewed, nine of the thirty had
long term debt in the form of mortgages which suppliled
seventy per cent or more of the purchase price. Seven
managers were not sure what was the mortgage debt rela-
tionship to the purchase price. Fourteen motels out of
thirty intervliewed had mortgage debt of fifty per cent
or less in relatlion to purchase price. The nine motels
tried to use high financial leverage where they borrow
funds at a glven per cent and attempt to earn a return
on theze funds higher than the cost,

In the past, scme motels {(aznd this is especlally
true for hotels) have encountered difficulty in meeting
the fixed charges that resulted from an overburden of
debt. If they experienced a decline in occupancy, they
usually had difficulty meeting their fixed charges.

It can be stated here that the majority of Michigan
motels included in this study conform to the recommended
procedure of avoiding an overburacn of debt,

Leasing

Question 42, Mailed responses. (68)
Is the property leased.

NO et tiionoonononoeonsncconness 62
Y e S et evoeoeccooasocecononseones 4
Blank...... o e o s oo et caco 0o 2
Not sure.....eeo00- 0o e e oo 0

Question 42a. Mailled responses. (Concerns only the 4 who
answered "yes" to question
42 mailed.)

By whom is the property leased,
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Motel operating company leases
land & bulldings & equilpment

from owner....oeeeeeee oo eees 3
Private restaurant operator
leases restaurant from motel....1l

Question 53. Interview responses. (Concerns only the 7 who
answered "yes" to ques-
tion 53 interview.)

By whom 1is the property leased.

Motel owner leases land frcm

land OWNer. . o.coecoocsorosaconeas 2
Restaurant operating company

leases restaurant from motel....2
01l company leases land

from motel.....c.ceveceonens R |

Motel operating company leases
entire facility from
motel OWNer.....oo0s04¢ .1
Motel leases land & building from
owner but provides own furni-
ture & flxtures............ cosesl
In addition to the seven who replied "yes" to
question 53 interview, one owner stated that the land
had originally been leased from the land owner by the
motel owners, but that since then the motel owners had

purchased the land.

Question 43. Malled responses. (62)
If the property 1s leased, 1s i1t leased by a sale leaseback.

NO. ' uveeeooenenoo . o eene ..64
BlanK..oeeeeennn S
Not sure - e e e e e eea O
YeS . iiiieeeeoonsooenons ceees 0]

Question 54. Interview responses. (30
If the property is leased, is it leased by a sale leaseback.

NO.ioeweeeeeronooooesooons o .29
Not sure G oo e o e o e s a0 s oe . 1
Yes..... e oo s e oo e s s e oo . 0]

(Not sure: the respondent thought not.)
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The sale leaseback technique has been used by a
few motels as a means of ralising money for motel con-
struction. A sale leaseback 1s defined by Mr. Stephen W.
Brener as follows:

"A sale leaseback is a transfer of title of the
furniture, fixtures, and real property without a
change 1n management. Usually, an investment
group purchases from an owner-operator and upon
taking of title, leases back the operation of the
hotel to the former owners. In a sale and lease,
the buyer makes an outright purchase of the prop-
erty and the operation; he then leases the opera-
tlon to an outslide tenant. In sale leaseback the
seller and tenant are the same; the owner sells
the property to the investment group and immedlately
assumes a lease on the operation of the business."l

The preceding description applies to the motel. A -

purpose of this study was to determine if the sale lease~
back might be a common form of obtalning sufficient funds
for the financing of Michigan motels 1in the study. The
above responses to questions forty-thrce malled and fifty-
four interview disclose that 1n no instance was the sale
leaseback technique employed by a Micnigan motel studied.

"fenerally it 1s conceded that capital funds ob-
tained by the sale and leaseback group will rep-
resent high-cost capétal to the seller initiator
of the transaction."

This statement by Mr. Fred W. Eckert points out that

the sale leaseback 1s an expensive method of financing.

1Stephen W. Brener, "Lifting the Fog on the Sale
Leaseback," Hotel Management, (April, 1957).

2Fred W. Eckert, loc. cit., "Lecture 7; The Lease
and the Sale and Leaseback.’
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It can be assumed that some of the larger motel owners
were astute enough to reallize that such financing would

be costly. Perhaps, too, sale leaseback was not avallable
to the small operators as a method of filnancing their
motels. If i1t were avallable, they may not have thought
of 1t or known about 1it.

Investment

Question 44, Mailled responses. (68)
Do you have a financilal investment in the motel.

YES.eeneennnon e e e 47
Blank........... et e o 15
NOw e ewoenunns e e ae e “eo 6

The above i1llustrates one pattern which has emerged
through the mailed questionnaire. The mailed questionnaire
was answered in the main by owners of small (less than
fifty rooms) motels. Many of these men own their motels
and manage them themselves. The owner and active manager
of the typical malled quéstionnaire motel is in most cases
one and the same man.

Questioh 45, Interview responses. (30)
Why did the owners invest in motels instead of other in-
vestments.

The following varieties of answers are indicative of

those received 1n reply to the above question:

Expected an above-average return.......... 8
Motel business appeared profitable. ——
Bullt as an investment..........cc.c0o... 3
Was 1in hotel or motel busilness before 3
Saw potentlial in a poor operation. ,....2
Bullt motel to complement restaurant......2
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Thought 1t was an easy buslness...........
Too young to retire.....cieeeerenrenenennns
Thought limited knowledge all needed......
Had a survey taken for property...........

g

At least elghteen of the above replies indicate

that the owner's entry 1n to motelkeepling was made based

upon a well-thought-out plan. At least three other

owners' responses show that they were well aware of many

aspects of the motel industry when they entered it.

The above answers are typlcal types of replles re-

ceived to the question.

"Because of the risk involved, a purchaser of an
equlity interest in a motel or motor hotel would
probably expect a return of ten per cent to fif-
teen per cent on hls money, plus some assurance
of the sifety of principal until 1t 1s fully
repaid.” ‘

A large number of the respondents stated that they

had entered the motel business because they expected an

above-average return on thelr investment. One manager

Stated:

p.

"The owner had a large plot of land. He wasn't
sure what to do with it. He had a survey taken
as to 1ts best use. The answer came back that
the property was ldeally suited for a motel. The
owner built a medium-size motel on the property
(and paid cash for 1t) and the motel has been very
successful."

A motel owner stated:

1George 0. Podd and John D. Lesure, loc. cit.,

1870
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"We were considering various investments -- bowling
alleys, restaurant and cocktall lounge, or nursing
homes. Bowling has declined in popularity and
nursing homes can expect greater state and federal
control, so I settled on a motel as a method of in-
vestment. I found a place in rather bad shape,
doing no business, but a place that had a potentilal,
so I invested in a motel as opposed to the other
businesses I was considering."”

One owner said:

"I thought it was kind of an easy business but have
found out otherwise. I used to drive by a motel
and always saw the owner out front taking 1t easy.
A blg problem is that you're stuck with 1t twenty-
four hours a day."

The most prevalent answer was to the effect of:

"The motel was built as an investment. I saw a po-
tentlal for a good return."

The above answers 1ndicate varied reasons for enter-
Ing the motel business. The majority of the recplies re-
ceilved stated that the owners considered other businesses
Or were engaged 1n other businesses prilor to entering the
mo tel business. They entered the motel business as a
livelihood and for investment purposes. Most entered with
foresight and after investigation of the type of investment
Into which they were venturing. They entered forearmed
Wilth their previously acquired business knowledge and ex-
Perience.

Question 68. Mailed responses. (68)
What do you feel is an adequate return on motel investment.

LOW. . ovun et e e 5%
High. oo i iiiiiiiei e, 25%

MEALaN. « v et ee e ee i 15%
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Number of Return on
Motels Investment
P24 TS cee...15%

S e 10%

S teeeeeeeso...Dlank

J et eeeeanens =10 A
2 e ettt 8%
1 2 Y
l1...... ettt et e, 7%
3 cee. 5%

Question 57. Interview responses. (30)
What do you really feel 1s an adequate return on motel
investment.

LOW....... . e reeean ....10%
High. ' o' ioieenenennnn «...30%
MEAlan. . e ieereerenenneenes 12
Number of Return on
Motels Investment
1 10%
T v eeeesenosecossseassessnsases.nNOt sure
Y .. et e 15%
boooooo... et o e s ee e caneeeans ..12%
1o, et et eeeees.30%
1 . c e e e e et e 20%

In thelr book, Planning and Operating Motels and

Motor Hotels, George 0. Podd and John D. Lesure have

stated that a return of ten to fiftecen per cent can be

1 The medlan answers to the

expected on motel investment.
two questionnaires -- fifteen per cent on the mailed
and twelve per cent on the interview -- are within the

range advocated by Podd and Lesure.

11p14.
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The seven interviewed whco stated that they were
"not sure" were in all cases hired managers. Cne man-
ager interviewed replied:

"I'm not sure. I'd be happy if I made a gocd

living. But I don't think I would invest 1n a
motel."

Question 67. Mailed responses. (63)
Is the motel earning an adegquate returr on the owner's
investment.

R TP U
1\ 2
NOL SUYe. . .cicee n.nn B
Blank. . v vnsncnnn. ceaan. &
Question 58. Interview resporns=az (30)
Is the motel earning an adegjuate return on the owrer's
investment.
€S e et s e somonocoonesnsens e e P23
NO. ' veooweoonooossnonsnncnsees €
Don't KnOw. .. ioviienveneeooana 1

Most of the respondents to the malled guecstionnaire
did not offer any comment on this guestion. One cof the
respendents who answered "no," his rmItel was nct earmirg
an adegquate return, stzted:

"I have an clder, smaller {less than {ifty rocms)
mctel. A few years age I contemplated redeco-
rating and upgrading my motei. At the time T
really didn't thirnkx it was necesgsary. Instead I
spent the money and used my credit on something
else. Now I do need tc¢ upgrade my establishment
and I no longer have a lirne of credit availlable
to me. The bank has been worderful and 1t's no
fault of theirs. It was Just a case of poor
Judgment on my part."
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Profit

Question 58. Mailled responses. (68)
Is the motel currently cperating at a prcflt.

Yes...... e e 56
No... e e o s oo s e e s 10
Blank. ..o it 2

Question 59. Interview responses, (30)

Is the motel currertly operatirg at a4 profit
B == S -7
Ne.....ovt e e e 6
NOot sure........... 1

Quest*cn B5., Malled respcnses {68)

Is tn-re & prcfit before depreciation,
VeSS, vie it L7
BlanK. ..o erncoee incocanees 14
NO.:.voovoonsoo hc e e ie e o e e 7

The above question was asxked to determine 1if some
operations which did not earn a net profit after taxes
might earn a profit before dgepreciation. Some motel
owners have used a form of accelerated depreclation to
decrease the amcunt cf income cn which they would have
tec pay taxes. The depreciation expsrse 18 not an ex.
pense paid by the firm. This allicws the firm to have
greater cash flow which is defired as operating inccm:
less those items for which cash 1s actually paid.

The motel business 15 a heavy fixed asset busiress
The ncn-cash deduction from income for depreciation 1is
frequently greater than the profit after income taxes.

However, the profit before the deduvcticn for depreciation
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must be equal to or greater than the amount of deprecia-
tion in order for this profit to be a positive factor in
cash flow computationu1

In the past scme motel owners coperated thelir motels
for a number of years, charged off (via accelerated
methods) the maximum depreciat:on, ard ther gold their
motels. When the motel was s2id, 1t 3uslified for lorng
term capital gains tax ratez. PFrior to tne 1964 re-
visicr, "the taxpayver got the berefit of the lconz term
capltii galins deducticon ard the rax ciuld not exceed
twenty-five per centu”2 Thus under 1964 tax law for the
owner to qualify for a twenty-five per cent maximum capi-
tal gains tax rate, the motel had to have been owned by

the same owner for over ten years.

The 1964 tax law states that cwners may not use

[

accelerated depreciaticn for a few years ard then sel
thelr property and pay a maximum cf twenty-flive per cent
of the gain orn the sale of their wm.i-.. They €till may.
however, use accelerated depreciation to increaze tneir

expenses, decrease their taxatle income, and Increase ne.r

cash flow. An important corsideraticn often overlocked by

lWilliam A. Paton, "The 'Cash-Flow' Tllusion,"
The Accounting Review, (April, 1363), p. 243,

2Federal Tax Course 1969V(Englewood Cliffs, New
Jersey: Prentice-Hall, 1559), p. 1623.
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some motel owners 1s that the profit before depreciation
must be equal to or greater than the amount of deprecia-
tion for them to realize the maximum cash flow from this
method.

Question 69. Mailed responses. (68)

Which of the following do you really believe should be the
profit percentage of the sales dollar.

LW, ottt ti e oo eenenenannennces 5%
Highe 't oo it oot iii i ieieicncnnns 25%
Median......... ettt 15%
Number of Profit
Motels Percentage
28....... Ch bt e et v ee. . 20%
18...... et e s e s e e e et e 10%
17....... o e s s e e e eeen et aeeae s blank
P &4
3 ch et e e e e 15%
2 O~ Ly
2.. cee e c e e et e e 5%

Horwath and Horwath state:
"Net profit before income taxes as a ratio to
total sales for a motel without an operated re-
taurant was 5.9%; those motels with an operated
restaurant had a net profit before income taxes
of 5.u4p. "1
Question sixty-nine malled was asked because ratios
to total sales 1s a common yardstick for evaluating the
operation of hotels and motels. Annual studies have been

complled for thirty-two years on hotels and for eight

years on motor hotels by Horwath and Horwath. Annual

ljohn D. Lesure and Eugene H. Lott, "Motor Hotel
Operations in 1963," The Horwath Accountant, (Vol, 44,
No. 4, 1964), p. 3.
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studies have been completed by Harris, Kerr, Forster and
Company for twenty-seven years on hotels. All of these

studles use percentage'relationships to total sales as a
means of evaluating hotel and motel operating results.

It 1s not known 1if motels in Michigan are actually
recelving the above percentage of sales. The vast
majority of the motel owner/managers who responded by
maill stated that they were recelving an adequate return
which implies that they are earning what they feel 1s an
adequate profit. Thelr medlan 1dea of what should be the
profit percentage of the sales dollar was fifteen per
cent, which 1s approximately three times the national
motel average recelved.

It can be generally concluded here that the motels
which responded to the mailed questlionnalre are receiving
an above-average profit as compared with the national
trend -- even when 1t is taken 1nto account that a few
motels studlied were operating at a loss.

Question 65. Malled responses. (68)

Are employces 1Informed as to whether or not the operation
is profitable.

NO'' oo reenns e e 43
DT T cee.. 24
Blank........... ettt 1

Question 37. Interview responses. (30)
Are employees informed as to whether or not the operation
is profitable.
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Question sixty-five asked on the malled question-
naire and question thirty-seven asked on the interview
questionnaire were asked in an effort to determine how
well management kept thelr employees informed about the
operation's profitabllity. No valid, overall statis-
tical breakdown on thls matter was feasible, but 1t can
be stated that in general the owner/managers who did in-
form thelr staffs of the financial status of the mctel
appeared to be more progressive in this as well as 1n
other aspects of thelr conducting of their motel opera-
tions.

Two managers stated that their employees recelved
bonuses predicated upon profits.

Working Capital

Question 60a. Interview responses. (30)
Has the motel ever been pressed for cash.

NO . it owoeososeecooossaecoensens 19
Y S ittt o e ceoeoneenceneceensas 10
Blank. ... et vt i e e 1

This question had not been planned for inclusion
on the 1Interview questicnnaire and was not asked durirg
the first interview. During the second interview, however,
the owner/manager volunteered the information that his
motel had been "pressed for cash." The question was asked
during the remaining 1lnterviews. The owners and manragers

were very frank 1n thelr replies:
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"Yes, during slack periods, due to lack of business.,
This may turn out to be chronic. However, 1t
wouldn't have to be."

"We have not been pressed for cash since the pre-
vious manager left. The previous manager took
money and robbed the place blind."™

One final comment highlights a problem of one owner
chronlcally pressed for cash.

"I have been pressed for cash many, many times. T
have always been able to talk creditors into being
lenient and have been able to pay them. However
I have not been able to get understanding from
state and federal goverrnments. The government 1s
very discouraging. It requires mary forms that
only an expert would understand, One 1is forced
to keep employees on just tc keep up with govern-
ment forms. I realize wny many peovole get out cf
business. The government 1s very discouraging.
The government man said if I did not pay the taxes
they would close this place. I said go ahead. 1If
you close the place you will never get your money
and you will force all of these employees out of
work and onto government unemployment. . Instead of
their paylng thelr taxes to you, you'll be paying
them. You are being very ridiculous. His boss,
the tax man, came around and T was able to work 1t
out. I'm still open."

The following comment came during an interview at a
large motel.

"Right at the beginning we were pressed for cash,
We did not do any volume of business. It tock
time to establish a clientele, but we havenit hzd
any prcblem since. It was a problem of 1nadequate
working capital. What they should do 1s charge
$1,100 instead of $1,000 for a block of stock.
Then if the $100 isn't needed, give it back. I‘ve
never known anyone to refuse money."

All of the motels interviewed were able tc work out

thelr particular problems of being pressed for cash. Only



the one motel (with the government trouble) experienced

real difficulty. A few of the others stated that they had

lacked funds during remodeling or were unable to replace

furniture the way they would like because of a shortage cof

funds.
Occupancy

Question 12, Mailled responses, (68)

What 1s percentage of occupancy. (Total annual rooms oc-
cupied divided by total annual rooms available for sale.)

LW ot ettt mcioe e e e 30%
15 <o IO cv..93%
Medlan. . v. e eienceeonneoennns 70%
Number of Percentage of
_Motels Cccupancy
13, e e e e ieee. .. 00% - T0%
L oo e 60% - 65%
P 76% - 80%
T ioeennns ceeo e Ceie e 50% - 59%
B e e 81% - 90%
P blank
500040 e e e e et e e 1% - 7T75%
D e tes e e, OF - 30%
b e e 4og - 49%
oo, e ciee...91% - 100%

Question 41. Interview resporscz, (30)
What 1s the percentage of occupancy. (
occupled divided by total anrual rooms avalilable for

LOoW. i o e e e 40%
High..... e s e Cee s C e 90%
Median............ S e 78%
Number of Percentage of
Motels Occupancy
11........ e e e e e 80% - 89%
Gt e e C e 70% - 79%

B e e e e 60% - 69%

Total annual r

]
[
<

m
al

e )
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2 .....N0t sure
B e et e o e ...90% - 100%
I ot e e s e e HO% -  L4og

The two interviewed who stated they were '"not sure"
did, however, estimate answers. One said his winter cccu:.
pancy was probably in the high fifties and over eighty per
cent 1n June and July. The other estimated a ninety-
elght per cent occupancy during the summer.

The higher occupanciles were generally in large, new,
affiliated motels located on or near major highways The
moteis with lower occupancles were in general the swaller,
older establishments. There were a few exceptions in both
cases. Motels not located on major highways had, in
general, an overall lower occupancy.

Horwath and Horwath, 1n thelr Eighth Annual Motor
Hotel Study, show 69.8% occupancy for those motels which
include a retaurant, and 70.4% for motels without a
restaurant.l

The selected Michigan motels compare favorably with
the national occupancy average. The median of the mal.ed
questionnalre occupancy (70%) 1s comparable to the naticnsl
occupancies compiled by Horwath and Horwath. The occupancy

median for interviewed motels was 78%.

b4,
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Rates

Question 13. Mailed responses. (68)

What is average rate per rcom available for sale. (Total
annual rooms income divided by total rooms available for
sale.)

LOW..o... et e e oo $ 3.12

High. .o iiiiiiiioninnenonnn 11.25

Medlan....cieeeeeinnannceecasrsn 7.19
Number of Average Rate

Motels _Per Room

24, ..., o e e e s e e e e e e e e blank
S S $ 6.00 - $ 6.99
Dt s oo oo e e e 8.00 - 8.99
5 S 9.00 - 39.99
5 W, e e e e e 7.00 - 7.99
A e e e e e e 11.00 and more
Lo, e e $10.00 - $10.99
G, oo, o e e s e e e e h e e e 3.00 - 3.99
Rttt ee et e e e 5.00 - 5.99
1ot i i e e e o e e 4,00 - 4,99

The technique of dividing total annual rooms income
by total rooms avallable for sale is a yardstick used by
some motels to compute the 1ncome received from each rorm

throughout the year.

Question 14. Mailled responces. (63)
What 1s average rate per room occuried, (Tctal rcoms in
come divided by total rooms occupied.)
LOW. ¢t oo ceoevoesececaonennecsn $ 4.00
High....... o e e e e e n e e e e 14,00
Medlan. .o eeeeenoustenneenns 9.¢21
Number of Average Rate Per
Motels _Room Occupied
S blank
1 $ 9.00 - $ 9.99
11........ 6 e ac oot coeeaeaeeeonn 10,00 - 10.99
S B C e aoeo Ceeseen 8.00 - &.99
5 IR 7.00 - 7.99
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s iee..$13.00
12.00
v eeee ... ©.00

G s e 8 6 C 3 0 v 0 uo e L e e

Cemsccs s ae o .. 11,00

0.02

responses. (30)

What 1is average rate per rccm cccupied, iTcial
income divided by total rooms occupied.)

Low.. ..
High....

o

Median. . ... ..

Number of

R

NSRRI

wo GO N

Average R

Rcem Qeccupied

$ a.co

g 00

e .. 10 0O
. .. oo ... 11.00

e R S 610
- S A 616

The medians of the two groups studied are

mailed - $9.51, interview - $2.32  These rates

however, as high as the median average rate per

cupied of motels studied by Hcrwatrn a-a rora i,

v

Horwath and Horwath Study, the motel with 3 re:

an average rate of $11.29. 1T

an average rate cf $.10.98.1

Question 42, Interview respconae
schedule.

What 1s your rate

Sirgle Double T

¢7]

(WY}
D)

-~

LOW. e oneeonnneesr . o.$6.,00.. ... 87.580 .. . 8%
High.oiooovevinonnon
Medlan.....vooewenene

10.00....... 14.00.... ..
8 00....... 10.00..

11019., p. ¥

and mcre

- $1

- 1

rooms

- O

2.99
99
G4

ate Per

- $9
10

- 1

ard mor
- $ 7

comg

59
oo
G

(

!
Lo

O\

NaR
o NORVIANGANGRNORNS

PRSI

ar

Y

are not,

rocm

N~
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"Back in 1932 a traveler could stay cvernight in a
motel for $1.00 to $2.50. Few motels dared charge
as much as $3.00. Today it is not uncommon for
big-city motels to charge up to $40.90 a day for
suites and $20.00 for single rocms."

The above tabulation shows the range of rates being
charged for rooms at the Michligan motels interviewed. 1In
addition to the above rates, many ¢of the motels charged
$2.00 extra for each additioral person in the same rocm.

Several motels had a minimum rate which they charged
for one person regardless of the type of accommodaticns
occupied. Only two operations of the thirty interviewed
gave any 1ndication they might use varying room rates
depending upon the 1indivlidual guest. These two were
smaller, older establishments, and the answers they gave
to the question were somewhat vague and not conclusive.
Most of the establishments conslstently employed a set,
definite rate schedule.

Financial Statements

o)

Question 45, Mailed responses. ({8
Approximately how much average time per day does the manr-
ager spend on accounting and financlal matters.

1 50 2 hOUTS.esereosnne ceeene..26
Less than 1 hour......... W e e 24
2 0 3 hoUurS. ... itiienuennnn 8
BlanK......... et et 8
More than 3 hoursS......oceveesn. 2

These answers were in accord with answers to question

seventy-three mailed. 1In replying to question seventy~-three

~

1he Lansing State Jourral, (Mon., Aug. 10, 1964), p. A °
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mailed, owner/managers stated that they spent a considerable
part of their day working on dally operating problems.
Based on this, 1t would not be expected that they would
spend a great deal of time on accounting and financial mat-
ters except in requisite dally aspects of thesge operatiocnal
phases.

Although this question wa:s rot acked during the in-
terviews, several owner/managers volunteered that they kept
limited acccunting records themselves,

Questin 56. Mailed respcnses., (68
Wno prepares the financial statement

Accountant......... ... . «.....53
OWner, «.covvoevoosesn Co e C e 12
BlankK.. . ...cievenver i vene.. 2
R oF-V =43 o N 0

Other. .u.veovocounrcecovecanas O
It should be noted here that the great majcrity cf
the respondents employed an accountart to prepare firanc iad
statements. Not one motel replied that a manager was rez-
ponsible for the task. In view ¢f thes comments of maragers
elsewhere in the study, however, 1t should be mention=4
that some managers did keep general books whilch the cwrar

or acccuntant used in preparirg the financial statemertc.

Question 57. Mailed responses. (68)
How often are financial statements prepared.

Monthly.....coievevsecovaanve:a.30
Once a year.. . cocvceuvsvwvoaosru:eD
Other...cocvivevooccnuwoons. ;... 10

Blank. .. coeoovovoovvvooowoce o « 3
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(Other: quarterly 6, twice a year 3, when applylng for
a loan 1.)

Question 61. Malled responses. (68)
Do you apply the knowledge gained from financial statements
to daily operating decisions.

AlWBYS. cioeooooosvoosmvacencons
Frequently....oos e ievoonconacn
Sometimes. ..o v e i e e
Seldom. ... oo Ca
Blank......o.0.e

Never,.....

L)
O NN Ow O

Replies to guesticons fifty-seven ard slixty one
maliled reveal limited discrepancy of answers., This is
one of the very few instances of even slight inconsistency
of reply in the entire study  Forty nine owner/managers
replied to question sixty-cne mailed that they "alwaye" or
"frequently" applied knowledge galined from firancial
statements to daily operating problems, but only thirty
of the respondents menticoned that mcnthly financial state-
ments were prepared at thelir mctels, It might be cor-
sldered somewhat questionable how effectlve thelr referernce
to a yearly financial statement wo>uld be 1n making daily

operating decisions.

Accounting Practices

Question 66. Mailed responses. (68)
Do you have a full-time acccuntant, part-time accountant,
or no accountant,.

Part-time accountant..... e e .35
Full-time accounftant...........23
No accountant. ..., ............ G
Blank...coevoieooioenon 1
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Fifty-eight of the sixty-eight establishments em-
ployed accountants. To question fixty-six malled, twelve
owners replied that they, the owners, prepared the fi-
nancial statements. This compariscn indicates that come
of the motels answering question sixty-six malled may
haVe employed én accountant primarily cr solely for in-
come tax purposes.

Questlon 64, Mailed responces. (62)
Is your motel audited by a Certifiled Public Accourtan:t

Ves e e bs
NO s w e i i omne e e e L 22
Blank. . ..o e v vr e e e ]

The answers to this quect.cn 1ndlcate astuteress on
the part of the cwner/managers. Forty-five of the sixty-
eight motels were audited by Certified Public Accountants,
It 1s standard practice for motel franchise concerns,
co-owners, and many affiliated chain groups to reguire
that at least one annual audlt be performed bty a C.P.A.
Thirteen cut of fourteen affliliated ~ro.pc lexcludirg ABA)
were audited by C.P.A.s. Thirty-two out of forty-cix 1--
dependents were audited by C.P.A.s.

Question 70. Mailed responses. (68)
If you are an owner, do you pay yourself a salary before
computing the motel's profit,.

o e 1

Y S, it citcoonseroneccne-osvonesseld
Blank. . ovieveoivoceneeineonnaes, U

n n

Many of those who replied "no' wrote on their

questionnaire:
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"I am a proprietor and therefore am rot allowed to
pay myself a salary."

Two individuals indicated that they withdrew $100
a week from the mctel for living expenses.

Deprecilation

(68}
used cr the building.

Question 51, Mailed respcnses
Which method of depreciaticn 2

o

Straight 1line. ..o v .bno . 0ccaeD
Declining balance...c.eoos0s0..15
BlanK, o:ooso0soo0o0o00sosocrosooossld
NOT SUPE. ... cvooovococosccocoss 8

Sum of years’ digit.. B
Questior 55, Interview respcnses, [30)
What methcd of depreciatior 1s uszed ¢n the building.

NCt SUYe....coos00co0s0novacessl
Stralght 1in€...osvvoovevovcon.

Declining balance....
Sum of y=zars’ digit....c.vco0e0
BlanK....osovsococoaconoooonsonso

O O~ oW

Fifteen of those 1nterviewed 4id rnot know which
method of deprecilztion theilr mctel was using. Approximately
half of these fifteen were manizgers whc were rct informed
on firanclsl matters., The remainicg were cwners who left
this decision up to their accountants. Several larger 1o-
terviewed establiishments which employed acccuntants used
the straight lire methcd. One manager stated:

"We have our depreciation set up on a straight lire
basis for twenty years. I den’t need fast depre-
ciaticn with my occupancy. (72%.) I want to operate
for a longer time. I was using double declining
balance and then switched to straight line."

Another cperator ccmmented:
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"Origirally I charged five per cent of my totsl in-
vestment to depreciaticon. The Internal Revenue
Service cbjected and said I should use thirty-three
years for tullding, ten years for furniture; ten
vears fcr applisnces, five years fcr lamp shades,
and thzt linens shculd te charged off as an expense.
After going thrzugh all this work, i1t ccmes cut
atcut the sam=."

The motel ocwners were sbout evenliy divided in
whether they wers derreclating tasir motels In twenty or

derreciating his in ten

tix

twenty-five years. Cne cwner wa

yeares.
QuesTicn 49, Mailled resporses, (A3
What 1z tha rate ¢f depreciaticn for the building., (Per
cent fe rear,

Low. e s m e i, 2.5%

Higlooieivoonuiocenno oov.00.16.0%

Mo ilal. susocoovcoocoocooovooso 500%

These repllies indicate a forty-year maximum depre-

claticn 1ife and a mivimum degrecizticn life of slightiy
cver s1x years. Nineteen of tncse rerlying tc guestion
fortyenice mailed used a twertv-yeszr 1ifs, and
a twenty-five year 1ife. Twentyve.elgnt aid nct reply. It
can be assumed (since 1interview hired managers were cftsn
not informsd abcut financiazl mattvers) thst many of trose
who did nct reply did nct knew trhe answer to this gquesticn,
Question 48, Mailled respcnses. (68)
Wnat i1s rate c¢f depreciation for furciture and fixtures,
(Per cent per year.)

LoOW.coooeoosocoocsvooncoososssoons

1%
Highnoooocoooooocooo.-ooo-:eaoa:BB%
10%

~Y o
Medlanonouaooououuoaoooceuoooo
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Twenty-eight motels repiied that they used a ten
per cent rate. Twelve motels used rates ranging from
seven tc thirty-three per cent. Twenty-eight did nct

reply to this guestior.

Questicn 56, Interview respcnses. (30) 7
What method c¢f depreciaztion 1s ussed on furriture and flxe

tures,

NGt SUPE....oivosncvcoroaonsoncll
Straight lime. .. ... e cuco-ne-cde
Declirning balance. ..o ccvosnc:

4
Sum of years’ digit. ... ........ O

Ques:.or 852, Mailed responses (E2)
Is the depreziaticn methcd us2d for furmiture and fix-
tures tns Izme a8 the depreliatviorn methed used for de-
preciatics of the building.

Y3, o iovvccosaouves ne e

NG o vovvooovocornionacosesns. 1T

BlanK. cocvoecosocsonsnmocsoonsenell

NOTL SUP2...cvcococonnonsococass 9
(itrner deprecistion
method used. ... vvv 0o iveneo. O
Of the owner/managers irtervicwzd four used deo
cilnirg balarce on furniture and fixtures, as cppcsed to
seven who used declining balances ~rv the building (questien
fifty-five interview), Twenty-five of tha respondents to
qaestliorn fifty-one mailed stated that they used straight
line for tuillding depreciaticn. Since furniture and fixe
tures has a shorter depreciation 1life -= median cf ten
years as repcrted in duestion forty-eight maliled -- many

of the motels might have decided to use straight line ds-

preciation for furniture and fixtures in view of the fact

LR

ITW TR e L
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that seventeen szid they did not use the same furniture
and fixtures depreciation method {(question fifty-two
mailed) as used on the building.

Question 50. Mailed responses. (68)
Do ycu have any other depreciation rates.

BlanK. .. ccooeoeoovoosososooocosaldl
No..... G e s oo e v e oscacoseson oo 16

13
YeE€S.eooosoocooooeoscoosooscocoscls

NOT SUr€.cooocoscosvocosoossocososeo

Depreciaticn rates w

41}
=
]

specified for the following
iteme:

Outdococr furniture.

[

Autc eguipment.

Swimmirng pcol.

. Motel signs.
5. Television.
Several menticned three years depreciation life

for televicsion,

(]

Questicn 53, Mailed responses. (68)
Who made the recommendatlon as to the methods of deprecia-
tion.

Accountantoou.000000000000000.043

BlanK. .ccoooo0oososcsosoocscsccooll

OWNEX. s coooovsooconovocsooosooasslO

Lawyer.ooooocsoooccoooooooososcs 3

Mangager..oo.o cosoecococoscoscoss O

These answers compare consistently with the res-

ponses to question fifty-six mailed (who prepared the fi-
nancial statements). Results of question fifty-six mailed

disclosed that twelve owners and fifty-four accountants
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prerpared financial statements. In fifty-three mailed,
above, at least forty-three relied on thelr accountants
and three on thelr lawyers to inform them as to the various
legzl methods of depreciation. Once 1nfofmed, however, the
owner tended to make the decision as to the method of de-
preclation to be used.
Question 54, Mailed responses. (68)
Who made the decislon as to what method of depreciation
would be used.
Accountant..c.coeo0o0es0c000000e0e30
OwnerooD000000006900000000000.028
Blankaooooooooooooooooeoaooou-c7
LaWyero.cooooooesooscoooscoonso &
Manager.ooeosoossooeooososooosses 1
In comparing question fifty-three malled with ques-
tion fifty-four mailed, 1t was learned that forty-three

accountants recommended the depreciation method but only

thirty accountants decided the matter. Ten owners reccm-

mended but twenty-elght owners decided.
A large number of the owners were informed and ad-
vised on the matter of depreciation methods by their ace-
countants cr lawyers. They learned what the laws allcwed
for depreciation. The owners were then knowledgeable on
the matter and in many cases made the actual decision them-

selves.

Replacement Procedures

Question 60. Mailed responses. (68)
Is there a planned program for replacing furniture and
fixtures,



Y €S 4 v v oooen: ocoanesonosansoososdh
NO:oveooooooovssooossonosansoseld
Not Sure.....occcecovcevvveccenvos O

Question 39. Interview responses. (30)
TIs there a planned program for replacing furniture and
fixtures.

NO.:ovoovocaoooossoosnococsoncescl

YeS.uococooovoooooocoosossacsosslO
! 0

NCOET SUIr€...cioocsosnsvcooonoass

The answers to the two above identical guestions

differ. Approximately two thirds replied "yes" to the

n

raiied jusstvionnaire and two thirds replied "no" to the

"
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intervisw jyuesticrnsire.  S1x of the ten who stated "ye
te question thirty-nine of the interview questlionnaire
Stated that they did have a planned prcgram for replacing
furniture and fixtures and actually set aside funds for
repiscement. One manager, not of the six, stated:
"We know we're going to have to replsce the furni-
ture and fixtures. We charge off on cur ilnccm=
tax for depreciation. But I don » attcially szt

furds azide. T want to keep my funds working,"

Motel own must have a pianned financlial prcgram

M

r

ti

faor the prcper utilization of their cash flow. Casnh

flecw was defined earlier in this chapter as operating irn.

come less those 1tems for which cash was actually expended.
The majcrity of those interviewed replace their

furniture and fixtures on an as-needed basis. Several

owr.ers are remodeling thelr motels as they receive suffi-

cilent funds from operation to do sc. Many new establisn-

ments less than four years old, where nc major remcdeling
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or replacement has as yet been necessary, were using this
replacement-as-needed method.

Question 25. Malled responses. (68)
Who decides when new equlpment willl be purchased.

Owner;ooooeooaoo‘ooocooou90000053

Both owner/manager.......... ... 8

Manager. ceeeeeocessosococcecoosacos [

Haven't purchased any yet...... 1

Department heads.....veveoveo.. O

Probably a question of degree 1s involved here.

Mcst managers are permitted a specific amount of money
{oftern $25.00) to spend for equipment with no restrictions
and no questlions asked by ownership. Major equlipment ex-
penditures whlich involve the owner's flnances to a greater
extent would be deferred to the owner by the manager,
often with the manager's recommendatlion concerning the
course of action he would advise. The owner would then
decide whether or not the purchase would be made.
Budgeting

Question 62. Mailed responses. (68)
Is a cash budget prepared for the operation.

NO. © 600 00 0 0 0 0 000000.09...0'.00039
Yesoooouo.ocoooocoooooo'o ° o 000026
Blank.oo ® 00 060 00 006000060000 0600 000 3

Question 60. 1Interview responses. (30)
Do you have a budget.

NOoo..o.oo-oo.090000000000000-022
Yes.oo-c‘toooo.o‘loo.otooo.oo.-8
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A greater percentage of the motels studied through
the mailed questionnaire used a cash budget than did
those interviewed. Some comments during interviews were
as follows:

"We have a very extensive budget. The local auditcr
submits bids on various items and the home office
(a chain) prepares a final yearly budget." (The
budget and paper control of this motel were by far
the most extensive encountered in any of the
thirty motels interviewed.)

"Very definitely we have a budget. It's a very
detailed monthly budget. We must stick to it
g+.d are Jjudged by the results."

Questicn 63. Mailed responses. (68)
1f a cash budget 1s prepared for the operation, by whom
15 1t prepared.

Blank....... ceo e . . 42
OWwner....ceo.. b soeesnosessoson 17
Accountant.....voiereoconoeeens 5
Manager....oceoeooea. © e oo o eoo s e 2
Department heads........... oeos 1
Management firm......ccnvceovon 1

‘Blank: 39 do not prepare a budget.)

The question was not explicitly asked on the inter-
view questionrnalre but during irterviews it was learned
that of the elght interviewed motels which do have a bud.-
get, 1n six motels they were prepared by the manager, in
one motel by the owner, and in one by the accountant. The
motels whose managers prepared budgets were motels of fifty
units in size or larger. The one motel where the owner pre-
pared the budget was smaller than fifty units in size. The
motel which used a budget prepared by the accountant was

larger than fifty units,
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Pricing

Question 24, Mailed responses. (68)
Wrno cets the room prices.

OWNEeY . coooeooooorseoososooassossdl
Manager. cooeoococooooscsonoosca 9
Both owner/manager.......ceeee. 5
The Public...cocvcovsciooeosons 1

The predominant setting of room prices by the owrner
substantiates the pattern which 1s establishing itself in

this study. Where firanclal matters of conseguences are

-

trvelv=3, 1t 1s the owner who ultimately decldes policy.

Rf‘airv Je \vrcr,b

Guesticn 71 Malled respcnses., (68)

What ver cent cf the anruil profilt 15 reinvested in the
motel

LOW. . oevooevooconnovan voceaas O
i 100
High. . . ceioniononornocconooas
,'.;d e l
Medilan, @ oo i cenvesoanconaas

rrcprietorship:

Blank. o e ievvovcoveooonovenesdcr
0% = 25% . s 0vseeocoocsooossnoseosll
At needed. .. cocsecouvonirnooco,s W
76% 10% v reaeas 2
35/0.““,,“””-,o““.,y.eu”\\u ceeo 1

Partnership:

' 259 12
O% « C5%. +covoooosonmosnoasososs
A
BlSNK. oo coveoovovonooncoonoosss O
26% - 50% 3
. ® 0 0O 0 0 0 v 0 0O 0 U 2 U 0 C 0O v e u 0 92 O

Corporation:
Blank.cooeeoooooososoceoonnsocsalO

OB = 25%. «evvveneeennoneeennons U
1O0B. ¢ v e evvvenoonnnoveoeeoneenns 1
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Question 40. 1Interview responses. (30)
What per cent of the annual profit 1s reilnvested in the
mctel.

Low..... D 0
Higho....v....o 00000 ooooooo--.loo
Median....eeeeerveeeeoneneeanoes 10

Proprietorship:

Not sure.......... S

Varies. . oieeeooeseoeososenessnesl
Partnership:

NOL SUP€..veueosnon ettt 4

O% - 25% ooooo e o 0 00 0 0 0 0 50000.0-013

26%"50%.9000-.900.000-.0..0..»2

Corporation:

O% - 25% ........ e o 0 0 0 ° ® 0 0 e ° 7
NOG SUr€...... e e ceeosee.D
100B . v o v o eeeoveennnencnnoennnnss 3

The above questlons were tabulated in terms of pro-
prietorship, partnership and corporation. The per cent
of profit being reinvested 1s affected by the way in
wrich the business 1s organized. 1In a corporation, the
cwrers may draw salaries as executlves of the corporationr.
In a proprietorship, all i1ncome 1s taxed as personal 1n-
come ., A partnership can elect to report for tax purpoces
as a corporation, or can pay tax on the amount due each
individual partner.

Motels replying "zero per cent" were usually new es-
tablishments where no reinvestment in the operation had
as yet been required. Those who stated "one hundred per

cert" were motels which used all profits to upgrade their
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motels., In some cases a proprietor had outside income
and was able to reinvest all proflt from the motel back
into the business.

The attltude expressed in the following is typical
of many replies on the subject.

"I reinvest whatever is needed to increase the

value. I'm in the process of remodeling my motel.

This year I plan to put $18,000 into the units."

Financial Management

Questi~r 1. Mailed responses. (68)
How ¢ =3 the way 1in which your motel was financed affect
the way in which your motel is managed.

Blank. . vevuiiineinniirninnnsnan 24
No effect. ... iniieenen. 12
Replied with no relation-

ship to the question......... 5

Of the remainder, varied and overlapplng replies
were recelved in answer to this question:

Because of a large equilty base, financing

18 1285 Of @ DUPAEN . . ittt ittt ettt it e et e &
Indicated problems with financing, lack

of working capltal, and problems of cash flow...... 8
Sound financing permits upgrading the

establishment.......iciieicennnnn s e e e c e e 7
Payments are to0 1large......vioeneveencnonoons o v 7
Financing does not permit upgrading

the establishment. . ..cover i inieennoneoooonoon. e .6
Financing forces to be extra careful in

the handling of expenses. . CeeeasenecoceaaseD
Poor financing holds down sales promotion ....... conn b
Regardless of how financed, the motel

should be well managed............ oo eoseeeason o 2
Keeplng a cash reserve for working capital ....... .1

Some 1ndicated a longer time needed for paying of mecrt-

gage. A few 1Indicated they had cther income when they
started the motel.
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One major factor to emerge from an analysis of the
abcocve 1s that less than sound financing, wlth the resultingly
great demand for funds to meet mortgage and interest payments,
can draw the motel into financial difficulty during remodelirg
or replacement of furnlture and fixtures.

This may noﬁ be a problem 1n the management of the
motel, but 1t is assuredly a problem of the management of
the motel. Ownership and management want to maintain the
motels Ir good condltlion to assure occupancy and to survive
competition; Lack of sound financing can reduce thelr avail-
able upgrading capital funds to a point where 1t is not fi-
ranclally possible to improve the motel.

Typical replies by owners to question one mailed are
as follows:

“This motel was financed with low down payment and

the balance on a land contract held by the seller,
The motel would warrant an expansion of about ten
units. Until the contract can be refinanced --

and a bullding program established -- our manage-
ment policy will, as always, be to promote con-
tinued good service and friendly customer relations.”

"Our particular mortgage allows us considerable
flexibility. The financing should not actually
have a tremendous effect on management, because
the proper personnel, training, procedures, goals,
etc., should be employed by the operations under
any circumstances. The obJect 1s to give the best
service possible, and make the best return on in-
vestment possible, at the highest occupancy rate
that will allow you to do this. Your mortgage or
finance program will influence executive salary,
reinvestment, additlonal bullding, depreciation
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methods, capital drain, and certain expenses. IT
SHOULD NOT AFFECT THE ACTUAL OPERATION TO A GREAT
EXTENT." (The underlinings and capitalizations
were the respondent's in his written comments.)

The above comments vary, but they are typlcal and
indicatlve of the repllies received. Lack of thoughtful
financing can pose problems in motel management. Motels
must meet competition, remodel or replace furniture and
fixtures, pay thelr bills, and pay satisfactory salaries
to keep good personnel, If thelr funds are drained by
morty o and 1nterest requirements, they lack the fands

to maintain thelr motels in a competitive condition.



CHAPTER VII

MARKETING

Advertising

Question 61. 1Interview responses. (30)
Do you advertise by:

Road SignsS..eoeececocococoosseeold

Other.ccioooosooscassess esooseel3
Internal advertising...........20
Direct mail....ccecevoconennons 13
Newspaper....covvoow cososcsssas 9
Radio..... O b oo s e ecsoesoen 5
TelevisionN....ciovevevenosnea oo 1

ilrternal advertising: guest room menus, signs, etc.

Other: personal calls, yellow pages of telephore bock,
large-~scale franchise marketing, chain referral,
national advertising.)

Most of the operations which used direct mail did
gc on a very limited basis and wusually only to lccal con
ranies in their immediate area. A few used cspot adver-
tisements on radio and television. Where newspaper ad-
vertisements were employed, they were gernerally placed 1
lccal, weekly newspapers, or in the newspaper of a uni-
versity 1f there were one relatively near the mctel.

Road signs used varied in number from one to ten
Signs for a motel. Many of these signs, noted during in-

terviews at the motels, were expensive and pretentious.

131
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Some signs, 1t was learned, cost more than $125 per
month rental on a contract baslis.,

Internal advertising generally consisted of book
matches, post cards bearing plctures of the motel, and
occasionally motel brochures. Four owner/managers inter-
viewed mentloned that they employed the marketling device
of selling by direct, personal vislits with firms where
they felt a potentlial occupancy market might be tapped or
encouraged.

"Sales programs are not costly...far from 1t.

Mostly all that 1s required 1s the time needed
to make personal sales calls. It is not neces-
sary to resort to 'buylng' favors wilth costly
glifts or glving away your food or accommodatlions.
Sincerity 1n your sales appeal_is far more ef-
fective and 1t costs nothing."!

According to the above quotation, personal visits
are an important form of attracting guests, yet only
four interviewed motels utilized this methcd, As part
of their routine marketing program, however, Hollday
Inns requires that the managers of their motels make

five personal selling calls per week.

Question 26. Malled responses. (68)
Who decides how much should be spent for advertising.

OWNer. . cieotosssocsscoonas coso e 59
ManNager. e eeeeeeeeeosorononennees D
Both owner/manager............. 3

lRalph Dellevie, "Modern Motelkeeping: Part 3;
Establishing a Clientele," Tourist Court Journal,
(March, 1964), p. 26.




133

Here again, as confirmed in Chapter VI of this
study, the owner makes the major declsions where expendi:-
ture of money 1s 1nvolved.

Question 64, Interview responses. (30)

Do you budget a specific amount of money for advertising
purposes,

Of the six who responded "yes," two stated they
czid oa set amcunt per month to a franchise organizaticn
for ~lvertising purposes. One said he allocated $1,000
prer month for advertising costs, and another stated, "We
never go above a certain amount."

Question 65. Interview responses, {30)

Do you budget a percentage of sales for advertising
Corpl b,

LU, e oo o v 3%
High...... e C e e eeeac..0%
Median. ...oceaw. et e U

Of eleven who do use the sales percentage methc:d
for allocating money for advertising purposes, the reg.y
~f one was typical:

"We use a per cent of last month'!'s income times

the per cent we want to use for advertising pur-

poses., However, there are certain obligations
that must be met regardless of the per cent."
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Question 66. 1Interview responses. (30)

How 1s the amount to be spent for advertlising declded
upon. ‘

The vast majorlty specifled they advertise as
needed. Many do not advertlse extenslvely simply because
they could not take care of more guests. Some typlcal
comments on this question were:

"It varies with the cost of signs. I put up
slgns where needed. As for other advertlsing,
I guess 1t's as needed."

"T don't advertise. I don't know where we'd put
more guests 1f we did. I had one streak where
we ran forty-seven consecutive full houses. I
Just flnlshed another streak of twenty-one con-
secutive full houses. Our best advertising 1s
good service."

"I consider what needs to be done. I use common
sense 1in dealing with the public. I try to cover
the major highways into the area. I feel one large
sign is better than several small ones. It's also
important to know where to put signs. For example,
we get more travel here from south to north than
from other directions.”

In addition to the above comments, several of the
motels which belonged to chaln and franchise groups were
required to pay a specified amount to thelr national firm
for natlonal advertisling. This payment consisted either
of a specific charge or was part of the franchise fee.

One manager had a rather unique approach to adver-
tising. Thls manager sald:

"I spend the advertising dollar on sales promotion.

I give a swimming pool party for salesmen. Each

salesman tells the other. For example, last
Christmas I looked at typlcal glveaway items -- key
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cases, fountaln pens, etc., for Christmas gifts. I
was dissatisfied wlth everything I saw for the
money. I set up a big bottle of whiskey and several
bottles of mix in the lobby one week before
Christmas and kept it there until after New Year's.
Anyone checking in was told to help himself. I
felt that most salesmen appreciated 1t. A few

were rather slow in getting to thelr rooms from the
lobby. I estimate the cost at $200. I figure 1t
would have cost approxlimately the same to have pur-
chased gifts. I felt that the whiskey gave me a
good return for my money, as I have a lot of repeat
business. I have strictly a commerclal clientele.
Rather than advertising very much -- I couldn't
take care of them if they came -- I'd rather use
the money for sales promotion, and once or twice
during the summer throw a swimming party at the
expense of the motel."

Question 62. Interview responses. (30)
Which method of advertising do you feel is most effectlve.

Word of mouth......... et e e e..13
Road SignsS.ceeeeeerscaceesonnns 10
Good service. ...ttt enetannn 5
Belonging to Holiday Inns...... 4
Personal callS....oveeeeoacenn. 3
Good location.....ieieieeeeenenne 2
NEeWSPaAPE S . ottt eeeeeoncasonses 2
1 1

TThe above tabulation groups most of the widely varied
comments recelved. Many of the owners and managers were
outspoken in thelr remarks.

"AAA 1s the best of the paid advertising. Our
local association also refers to each other."

"Satisfied guests are our best advertising --
one salesman tells another."

"Christmas cards. Many appreclated receiving them.
I sent the cards to those I felt safe to send
them to."

"Our best advertising is our association with
Holiday Inns."
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"I have had good results from a personalized lug-
gage tag. I have had very little success wlth
telephone yellow pages and direct maill. I did
a key to the ads, so I was able to test the re-
sults. The value of post cards and brochures in
the rooms 1s very lintangible. One of our best
methods 1s the sellling we do over the counter.
It's hard to tell what 1is the pay-off of this
type of advertlsing, but the comments received are
gratifying. Probably the most successful 1s high-
way signs. Without highway signs I would not get
the business. My blg sign out front advertising
cabanas has been very successful."

Most operators felt that thelr highway signs were
their best form of pald advertising. Most also felt,
however, that word of mouth (one guest telling ancther)
was the best advertising they could get. One manager
gsolemnly noted, "My best advertising 1s mouth to mouth."

Several operators expressed real dissatlisfaction
with telephone book yellow page advertising -- rone had
anything good to say about yellow pages. Several ccon-
tinued to pay the fee for maintalnling an Amcrican Autc-
moblle Assoclation sign although they felt 1t was of
questionable value.

From the preceding 1t can be concluded that guesat
relations are an extremely 1lmportant form of advertising,.
An extensive system of quallty road signs will probably
give the best return for the advertising dollar spent.

Guests

Question 10. Malled responses. (68)
What 1s the predomlnant classification of guests.
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Traveling commercial men.......56

@b b o N v T 35
Other......cicevoees ocaannes ...12
NOt SUPr€...ceceseesvoososooescs O

{Traveling commercial men: also ilncludes traveling
salesmzn, )
(Other: university guests, conference guests, skiers,
house hunters.)

Question 67. Interview responses. (30)
Who are your guests.

Traveling commercial men.......29

TOUr1StS..iooessononnnsonoconsscl

Other. . .vvevoevecooernnosoacas O
(Traveling commercial men: also includes traveling

salesmen. )
(Other: university guests, conference guests, skiers)
The term used in both questicnnalres was "sales-

men" but the respondents to both mailed and interview
guestions were quick to point out that in checking this
category they meant primarily ccmmercial men. By th.g,
the owner/managers stated, they meant men who trave . .o
whose werk took them away from home -- but who were nrnot
rnecescarily selling. These commercizl men te whom the
cwner/managers referred might be, for example, acccourt v’
who came intc the motel's arca to perform audits, or
technically trained individuals (such as specialized
mechanics and repalr men) or truck drivers with naticnal
firms, or business managers and executives 1In the area

for consultation or supervision. The motels in the study

were to a great extent dependent upon these commercizal
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travelers for their livelihood. The motels made every
effort to cater to this group.
One owner stated:

"I would like to have (a clientele of) eighty

per cent commercial men the year arcund. Tourists
are most destructive. Commercial men are most
generous. They don't write on the walls, nor do
they bother us wilth unruly kids. They are the
best guests. I would rather have them. The
tourists expect everything to function perfectly
for them. They do not like noise 1like a blower or
a refrigerator starting -- normal nclises they have
at home. Some of my tourist guests have unplugaed
the ice machines in their rooms because the ncise
tothered them. The 1ce melts, gets water on the
carpet, which tends to ruin the carpet, and the
next day the tourist 1s unhappy because he doesn'g

have any ice!"

One manager expressed dissatisfaction with indivi-
duals ccming 1n for a bowling tournament. He found them
to be unruly guests., When this was mentioned t> arnother
manager during another interview, he sald:

"I found bowlers no worse than any CQuier §£ro0up. .
he thinks bowlers are bad, he should have a group
of hot rodders stay at his motel. T had a group
stay bere. They came irn with thoir hot rcods al.
revving up and then they h-u to take them apsrt,
carburetors all over the floor, and grease on
everything. It was a real mess."

The majority of motel owners and manzgers excra33o)
their dependence upon the commercial traveler during the
week and during the off-season from Labor Day tc Memorial
Day. During the off-season, many motels usually had full

occupancy on Monday, Tuesday, Wednesday, and Thursday. 0Oc¢

cupancy was generally low on Friday, and higher again on
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Saturday. Sunday was normally the slowest day of the week
for the motels.

Although the tourist was, 1n the summer, very im-
portant to motel occupancy, virtually all of the motels
constantly catered especially to the commercial traveler
to attract him as a steady client wherever possible, The
motels are very pleased with the commercial men as guests,
Th2se commercial men are necessary for the survival of
the business., Only the selected mctels in the extreme
ncrthern part of Michigan (and all motels in the Upper
Peninsula) specified that tourists were the major guests.

Question 63. Interview responses  {30)
Do ycu have personal contact with your guests.

Very MUCh. . .cunrorornnnseeeenas 20
SOME . i vt eenecnn wane seseceas 9
Seldom. ..o iveenn. . P |
NeVeD. s vt cveonosonmsoneoseescos 0

"

Respondents who replied that they only nad "san.
personal contact wlith guests were in many cases the
hired marnagers of iarge operations and were not required
to work at the front desk where they would be most iix='3
to have contact with guests.

Those who checked "seldom" were usually owners who
had a hired manager. One owner said, "I have some contact
with the guests, but the manager knows them all," A mar-
ager said, "I like to get to know them. If I get one irdi.

vidvual from a company, I will soon get five cr six more."
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The person on the premises in charge of the daily

supervising of the motel operation -- whether he was the

ur

owner who also maraged, or the hired professional mansger --

did usually have contact with the guests. Hls own personal
ability to serve as the motel's graclious host, while he
simultaneously saw to the routine of dally motel msanage-
ment, was an instrument in the motel'’s general ability

to generate the desired impression of 1its friendly hcs-
pitality, attractiveness, and efficiency to the guests.

Question 11. Mailed responses. (68)
What do you estimate 1s repeat business,

LOW. .o ocnewonnns e e ees e 10%
High..oiot oo ovomoowmonene. e e 90%
Median....ow0c. s ee s e v ec oo 50%

Question 73. Interview responses. (30)
Wrat do you estimate 1s repeat business.

Low..... Cee e e . . 209
High....... e B o160
Median....cevveoone e s e ee e 5C7%

Most of the figures given by the owner/managers :n

reply to the above question were ectimates, Very few kept
actual records of the true percentage of repeat busgsinrs:s:s
1t can, however, be stated that the Michigin motel cwer:
and operators of the selected motels do have lcocyal gussts
who provide repeat busliness 1f they receive good service
and good facilities for their money.

Part of the difficulty experienced by some owner/

Mmanagers in answering thlis question was that they wsrs



puzzled by precisely what the guesticn meant by the term
"repeat guest." They stated tnat althcugh one particulzr
custcmer might nct reaprear 1in person at the mctel, that
customer's company would perhips register their cther rern.
resentatives at that motel or recorrmend tne mota2l LS thev.

1

he owner/manigsrs claccsified tri: as "repeat" business

3

by a companry evern 1f nct by ar irdividozl from that corpany

The owrevr/manar=r: noted 17510 the commercial trave o0

vida, o oroze g nwotel for its standards, 1ts fasilities,
and 1. converlerce to his pis~e of busginess {providirg
thzt thne mctel’s prices ssemsd r-zscnable to him). Tne
cermercial men 1ikes to use a gecd motel with reasonsbile

rates located as close to their place of busiress as pos-
sibie. Ard they hope tc fird a motel in a lccir:ion which

permits them to avoid crosstown traliic

Altncupgs the cwrer/maragers dia T
“hat coqverier2? wag alli 1mplirtsns o ooy oommercigl
guests, trey did irdicate tratl a.n o aa b [ tme crnmemErs
menowho rereatedly lodged at thelir motetle did o haeo re
curring buzinaess appoirtmerts 1 the inmediaie aren
motel. This fact is an echo of the conclusiors mile 10

a restaurant study performed by Standard Brands That

study concluded that a major influencing factor i» the

+
¥
0

cselection ¢f a restaurant by a customer 15 the ¢onuvenier-co
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of the restaurant's location to the customeris consistent
1
activities,

ggmmercial Rates

Question 68. Interview responses., (30)

Do you have a commercial rate (a discounrt from the
standard room price given to commercizl traveiers).

NO... vt e e e 24
Y eSS . e i s e .. D

Question 69. 1Interview responces. (30)
Wy do you have or not have a commercial rate

Trne vast majority did not have a commercial rate
Tnis t:nding might, without further examination, be

viewed ags unexpected in light <f the 1importance wnich

o

the cwner/manag2rs have already indicated they place cn
attracting the commercial man as steady clientele. The
fcliowing =xplanations give some inslght into the owrer/
managers . repliesg on the matler

Some gave the following reszcne w,y oy did

have a commercial rate:

"T denit think 1tfs nececvoiury I don t gel a
speclial rate when I buy reeded 1tems. A stardar
rate is needed for comparison., We try to oo

vazlue for the woney and rct cat corners, "

"Commercial rates are damaglng to the industry.
They tend to discriminate agalnst the public.
have many who stay here regzgularly but are not ccm
mercial travelers. It‘'s best to nave a et rate
and stick with 1t. I try to gilve service for tne
dollar spent."

Y bes

"I don't have a commercilal rate. However, arycne
traveling alone is entitled to a minimum rate."

l?EEQETfZ‘E:'*l Fepzrt on Dini-g [t Fanits a1
ttitudes (hew yorw: Stardard Ero-3s, 70007 UGSRT L 0



Some whno did use a commercial rate had the fcl-
1owing ccmments to make:

"We give a $1.00 discount to a commercial man.

If a man starts to fill in the registration card

and asks what this is all about, where we ask him
to fil1l in the name of his business firm. we know
he*s not a commercial man and not enrltled tc the
rate. Becsides, wher they walk ir you can teil "

"We have what we call our ’'big ten club.' If a
guest stays here nine times, the tenth vieilt is ¢n
the house. The salesman keeps a card ard each tim
ne £7aye here we initial it., On the tenth time, v
Tut tnrough a credlit on his bill, but the rate r=
-5.n3s constant.,"

u(D

v W

hzve a commercial rate becauze we feel the corw

ries 1limlt the amount trhelr representatives can

)3 s
spend. We also have it because all motels have
them. "

Tty 18 irteredting Lo ncte that tnls lasgt cprraiay

f-1t that all motels had commercial rates. Only six cf
the thirty motels interviewed 1n this study actually uvus=d
a commaerzizl rate.

Tne vast majority of the motels interviewed whion
d1d not hsve commearelal rates did, hewever, have a ming
mum rzte. They noted that if a guest 1nguired whetbtrner
they had s commerzial rate they wculd replv, "No, b o o
minimum rate is .."

A commercial guest was wusually given the minim.m
rate regardless cf the type of room -- single. dcuble, cr

twin -- which he occupled. If he were tc stay 5t the

motel for several days, he might, for example, be pisced
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in a twin rcom and later moved to a single room; but the
rate for him would be a constant single room rate.

Scurces of New Buslness

Question 70. Interview responses, (30)
What do you feel is your best potential source of new
business.

Busiresses in the area.........9
More ccmmercial men.,...........b6
Satisfied guests. .. ............5

Secretaries who make
arrangements. . . .cv v
University. ... vesovoecosnonnensenl
Keferral., ., e cninnn-0e.?
Ferccral calls. .o, hoee . vecesl
Weekend PacCKsge. . ... v iveoaal
1

Convention burezau.. ..v...chuee.

.

4 typical reply to this guestion was:

"I'm nct sure. I guess more of the same."

Nearby businesses were felt to be an lmpcrtant
scurce. (Ccmmercial men came into the motel’s area tco
call at these local firms. The comm=rclal men who r=o
larly visited these firms were sought as reprat cllie-te,
And the owner/managers uced direct mail or persors.
to encourage local firms to refer thneir ccmmerclai
visitors to them,

Many owner/managers said they wished they cc.id o
something to 1ncrease thelr weekend business 1n particul:zr
Many of the motels usually ﬁad full occupancy on weekdays.

Competiticn

Question 71. Interview responses. (30)
Whom do ycu feel 1s your competiticn.



Motels in the area,. ..

Everyone

No competition.... ... .oeo . 0vo.s

DCWnLowWn

145

B |

sellirg rooms. . o.ouo.s

motels .. ... e e

Hotels and motels
Hcliday Inns,

Goe e o3 s 0 ox

U E

B A )

The individual who specified "Hceliday Inns" se
lected that motel out of several motels near his loca
Tion

Most cf tnhne motels wire not very worried aocut
taeir 2ompetitior., Two managers commented as tfollcows:

"ifre o crly competition cne has 18 oneself, Anyorne
¢ ThirKg he stealws from ctners 1s in lefrn field,
oLy Sune inadeguar sr< vour only prcocblem.”

"We dcnft have any real c¢ompetiticn.  1n our lccal
mctel assocliation we 1lcok out for each other and
fer the giuest. I don*t fzel tnat we really are
ccmpeting."

Most of the motel owners and managers responding

tC tnis guecstion stated tnabt rearby motels were trsir
competition., Marny also manticned that 10 wao e .
corpetition

Special menticn should Lo moodr e e oof tre gttt
tide ¢ all the owners and managers 1rntervicwed i e
srea of Grard Ragpids, Micnigan, Each wmaraper or owr: s
(all interviewed separately) spoke enthusiasticaily of
their fine mctel assoclation znd cf how 31l tre m2tels at
Grand Rapids worked together. 1In cother areas of Michigsin,
Owner/managers made menticn of thneir own assmciszricrs, bl

ncone did so wirth fuch ¢bvicus interest arnd appreciatls
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s

their local motel association.

d the Grand Rapids motel owrer/managers in discussing

Some of the other motel

owner/managers interviewed mentioned that the mctels in

thelr areas cooperated with each other, but in Grand

Rapids the attitude of cocpera

dent was unique and cpirited.

Ore Grand Rapids
"If a guest stop:z here,
to find him a room,
try us arain, but T
;7473 Rarnias is
Jerd Mim trom
c1ind a room."

[

RS T

£d

A

o

imilar attitude was a
owners and operators in other
the Gran

pciitive extert as 1n

663.

Questicn Interview re:pc
Is location 1mportant.
Yes. 6 e s se e e
o) e e s
Every respordent to the
Scme typical replies were:
"Locaticn 1s vital, Tt
tion 1s what 1s around

thinking and searching
tion. Many operations
cause they are new. Ne

"It's the most important

mangier

ticn and helpfulne ol

m
193]

anid:

I want to do my very best
I want him to come back anrd
S

0 wart him to think that
will nct

“own and that we
place but will help him

l2c expressed by motel

tcwns, but not to such a
d Rapids area.
rses (30)

. =0

O

aoove questinn srgyred oo
mJust be researched Loca
you, You must do much

for the prorer, 1deal 1o

are succeeding row only b«

wness is short-lived.™

factor."

tA
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"i'p until row T have alwsve felt three thirgs were
really imgpcrtant in the mitel business, and the
three things wer= locaticr, locaticn, lccation
Howaver, I feel Holiday 1rns 1 erndire to dis-
prove this." (This mar was no '
owner Or marager. He was in T
Holiday Inns.)

I
a

= = - ‘o = TN
Question H56b. Interview ra\pcn es . 30)
Ts your locaticn a gnod locatio
Yes. . . e e . NSS!
No ..... . a5
The= focllowing are 1ndicative camments by those wr o
arcweraod Myeghy
TUr1E 18 a really g3 Licatinr The town 18 mos
Gut and waire juet cirotws malor pignways !
"yes, 1t°s a geod lecaticr . And 1LCE gling Lo pel
petter all tne tvime,"
Those whe replieda "ra':

il
«t

q

"Ne, this 1§ not oa good caticn,  We had tne res
lececatior in town, Ws wire on G ] ;
the new expressway has really hort us "

C
>
41
o]
-
[ON
jay
v
(o191
s
[o%
<
-
(o

"Ne, this 18 not a gred lccaticr 4 =
just off the freewzy cr 7 d like to be
Wrnerever T woold be, T wo.1d liks to
surrcurdliros, To o oreces ey 0 the T

ia

have good surriundings,

from o3 monel cwrer 2o

The f-ilc

—
O
s
M
3o}
(@)
O
3
=3
D
3
<t

"No, this 1s rot a gosd locatior, thigs i
location -~ or the pecple wouldn‘t be g

—t



CHAPTER VZIII

AFFILIATION

Affiliaticn is ar
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ship and managemert of Mich

hain and frarnchise affiliation are of definite conge-

(@}

studied throughn the mailed guesticnralire were chain cr
frarchise motels.
The grcowth of the frarchise motel in the past

ten years has been little less thar phenomenal. Le

n
/1

than ten years ago, mocst of the major motel chains cf
today were ncn-existent cr were Just getting started.

Tcday there are many afriliiat:ic

3
(391
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as crhains ¢v as franchises or as refer

"~

out the United States. These chaln, franchise and re=-.
ferral groups are presert in Micnhigan,
Scme of the majcr naticnzl framcrnise argan.zs -

ticns are: Holliday Inns, Howard Jonescno, Qual-ity Ccuv

Ccngrezs Mcteor Hotels, a=d Rarada Inns Tre maicr

al graups) thro oo



chains are: Hcliday Inns; motel chains irnitiated and
cwned by clder leading hctel chains, such as Hilton
tHotels! Hilton Inns, the Sheratcn Hcetels! Shar-aton Inng,
and the Albert Fick Mctzls; and the Charter Hcocuss Motels

owred by the Hotel Ccrporatic cf fAwerics.

A new additicn to the abcve frarmchise list are the
Imperial 400 Mctels Since 1991, this franshiice grc:to

to the motels which are fra-:h:iz2 wera discusged in

IV ¢f this study. Heward Jornnscn and Hoel:iday

(@]

hap*

(D
'y

nng are procably the best kncown and tre meore typiczl cf

1

tre grcuys cffering franchises,
Heliday Inns was started by Mr. Kemmcns Wilscn, a
Fiu1idirg ccntracicr from Mempnlils, Tennesse-s,

"In 1954, Kemmong broughit sixty-four big buliders
tz Mergros tc fire trem wit” ertrudiasm for
mawing Hcliday Inns a nztiora:l 2hain, Fewer tr=-
ten caught fire, Even those ¢:1d little to f3-
the flame...In 1957, wiin fcrty-seven 1nns 17
cperaticrn, seven of tham company cwred., the £.-
came up fcr Holiday Inns. That was the yesr of
tre first stock 1ss.e cne hundred and twenty
thcuzané shares at $9.75 per.. Fortune was to
beam cn people whc bought "

I"Third Annual Study of tre Holiday Inns
Tre Jourral of American Innkeeping, (Sert., 19632
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Tcday BEoliday Irrn3 -- botn cocwpany-cwned and fran-

chised -~ number cover fcur hundred fifty. It 1s diffs-

n

2, Cn tre
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aversge, new Hcliday Inrs cp=~ at the r3te ¢f ore ez

e

weew,
A s=ccnd ma v grour 13 Lrg HElasar il InoE0on MItor
Lodge s,
"The first Howsrd ornzon Motor Ledoe was 13-
T~ v B -
T -1 te toin 1G54 ) at Savannan., TYELa,
o nowlde total o twn arived
gr= pisoty of rezascnz o
i tv. TIc begin with, wost
e TTwWT U tra unknown, Every
. . - - P ~ - 7 y -~ 3
- Lo o= a3’2ins a Hcward Jor
Resta - , assuring tre travsler cof goced feod At
resgsTratlie prices. ., The Jramatlc archnitectura c=-
tered arcun? the brigrt crz-ge rcocof gerves s 3
nsrd - Lo-lgnore syrhcl ¢f comfoertablie, cortsmpiTar
alcerTonaticns at mcderate prices.. . .Success Cre
1 v - 0. ~ o~ ~ ]
; tre wiZe publiz acceptance cf o
Jochrsctn g standsrds for bown nmoteor 1cdgd res
taurznt crevaticrn ma- tneT hignly atoraltive o
vestments for busimesinsr wht ars owkina P
T L3l tooput trelr ext S G E U B
decward Jchnnson- s aver:zged better than rpirety yer
cent CorIlurar Even g3 thaze ¢ e
lzaz JCLTEd Lo IEult . CoCur:
TAaTgASs We,l 500V LY roonllvoalo
- = Ill

been mernecric

Bock," Hotel-Mctel Manapemernt




"Franchise gelling has rspidly evolved sirce the
1930's 1rtc an *mp“rtart and dynamic force 1n
Americar merchandising.. The appsal to the fxaﬁ~
chisee 15 the cppc tJﬂlty tc btu1id a profits

enterprise fcr nimself and his family wlth th,
name, buying pcwer, and profsssiornal back-up of
rational crganization."*

One man's ccnsiderations as .2 wnether 11 18 bet:

10 be an independsnt motel owrsr or to cperate a frar-

chise mcotel are sswmed up by Mr. Miark Friedmar, whe <op-
erat=: bcth a frarchlze motsr ard A7 irdependent wote
n B - ~ ~ ~ — A - v N JU o~ ~
£ 1 wers gtartirg today, 1 woulid have tc be
rarchize, s Byt i1t otne frznchize ggresment 1imo
A Tan 8 1ndependsaris 1n Cne Way m3inly in re
Jiiring standards, whlorn 130t t fuch g bad thing
it frees him in ancgrer It gives nim a fignatin
chance t2 succeed. '”

has develicped wetels acress trne Urited States by the
cc-cwner methncd. Traveledge finds a local investcr [wn:

may mean cre irvester cr a grco.p cf irnvestors) wiliioo

pen oup filty per cent ¢f the merey.  TraveLcige puts up
the yevzlirning [1fty per cent 277 srisrs 1C0 3 QO -OWrer
T rANEEMET L.

Imperial 400 fellows wich Tre Samre pricsdore P
reguire cnly twenty-five per cent from tre cwoaor 2973

1Wiliiam P. Hall, "Frarchis:
014 Technique," Harvard Businezs P
p. 60.

2 - . . -
Mark Friedman, "Independent vs Frarcnise Irneezp
lnrkeeplng, (April, 1954), p. 27.
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ncividual motel cwners and managsvE wno resgponded art-

Cirmatively te this study:'s rez.=3t for ap irterview f

o

amtng tnose wns recelved letters rejuasting an irtervs

Cf seventy-five random motels regucstsa for irtervi-we
tnecs fitfteen wers armong thirty w I I NI
Franchige ard Zhagin mitels o~ Jfuzlily in o tne [
r3ocver catemCry in room Size, ard tvoy 4c constitute
crnrrtact feorany of the laoper MOooripgan mltels
SN TE Mailed resporses £
Al v
; ~
AAAL L, . . .9
Piom w200 iitane o Z
rear futuars vae T
Never r=251ly
aca v a2t g i s C
Irperizy OO, . e D
i Awerica. .. . cee 3
. 4 - B -
Hoolid=y Inns .. 2
@iasity Couros | e 2
£St Westerr . ‘ .1
Howard Jchnson. . ..., i
Master Hosts, ., . R
Suysricy Moters, . el
Seves oF SoanTer opoEs e Le e e e
froturs SGME wWLrs contempiaticg Joiting BRAL DT
were consider: Yinirg one nf oo proups o0 s

prargnees, 200 33 Begt Wegters 2r Japsrior Morveos

Questicre 10, Interview resgaonzes. {20)
I affilzated, you are affiilarced with which crasnizat. ™

Franchise:
Holi1day Inns. .. .. . .5
Howzard Jchnseon, C e 2
Irn Awmerica,...... . . . L.z
Irperial 400, .o a1

B
©

-
)
4
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Chain:
Holiday Imns........ccevieeve o1
Albert PicK......ceciiiecnocon. 21
Stouffers......osoecccrvenno.a.l
Independent chain...... S |
Cc-cwner:
TravelLodge.. ... v v onaa o1
N o

No discussicn which might make specific respcnses
to the study’'s guestiong identifiable with the above will
te preserted for this questicn cr in the study. Eacnh
cwrer or manager who was kind enough to contribute tc
tnis Loy was promised thst he {and his motel) would
enjcy ccmplete anonymity thrcocugnout the study.

Question 78. Malled respcnses (63)
Does: the cost cf affiliation pay for itself fivancialily.

VS i s e vossoococossoncesceeesdld
BlankK...ocoeoeceosvosceonsaose 3
NOT SUTE. .. vivceooonsusonsasces &

1

NO:scenoeoenocososcs sascocosss

Questicn 12, Interview respcnzes.  (20)
Does the cost cof affiliaticn pzy for itralf T Tal
D=3 O N 4
Blark.. .. .... R o
Not sore... 3
No...... o e e e e 2

The motel ¢f the individual whe replied "r2" ic
malled questionnalre question seventy-elght was with a
rajor franchise organization. The two wno responded "no"
during interviews (question twelve interview) were dissatvic
fied with AAA. The interviewsd three who stated "rot sur:"
also had AAA-affiliated motels. Scme of the general cor-

mer-ts about AAA were as follcws:
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"AAA is excellent for tourists, It's not too im-
pcrtant fer commercial men."

"AAA 1s good for a highway motel. A city motel
must have high standards ard it's not necessary
tc have AAA."

Some who felt that affiliation (referring aisc tc

other than AAA) was worthwhile commented:

"Very much so, since I have an off-highway lccatvicr."

"T would not be in the mctel business urless affili-
ated."

"Dor referral system and the standards i(wpcsed on o3
are cur biggest assets "

"It nas made us."

"It wculd be foolish nct te be affiliated. I have
one hesitation. There'‘s toc high a per cent for
the franchise."

The great majority of the affiliated mctel cwner/

managers interviewed were very pleased with thelr sffili-

ation. Those affillated with Holiday Inns were ours

e
)

in their praise of Holiday Inns. One Holiday Inrs managsr
stated:
"There's magic in the name Holiday Inrs "

Questior 77. Mailed responses. (68)
If you are an affiliated motel, do you feei you benefit
from this affiliation.

Yes . 20
S . o v o e v e s oo o c e e e oo e

NO.ousweooeoocsooooseonoeneceses 1
NOt Sure. ..o.ovicoovoecoonsoacos 1
BlanK..ooceeooooovooosooaoeoacos 1

The motel owner/manager of a franchised motel who

n "n

responded "nc’ tc thils guestion was the same Individu-i
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Ten 1in

They checked "intuition

Previcus affiliation

experience. .. ... . |
Bad reputation of organiu

zation to Join.......vevwoiwnvewnas O

3,

no need to affilliate
I like only AAA 1.)

4 .
were nctably hcnest in thelr answercs.

develcp own reputation 1,

brught as a franchise 1,

ividuals

3% a basis upcn which

trey decided whethe tc affiliate or rot
whestion 13, Interview recpconses (30)
Neowhnt wasl the decisicon to affiliate cr not affiliate
e )

Feputaticn ¢f criraniza

tion to join.. e
Don ¢t reed to affiiia o s e
Part c¢f chain. .. .. e i e e a e

Were alroady affiliated

when T started here......ocoes oo
Were affiliated in

previcus motel.
Wanted referral.. . . .. ieennsenseess

U 73 c e 8 L O e 3 8O0 0 e s s s e e e

it's nescessary to bs

affilisted. ... .. ... St et s e s e ve ool
Dcn't want to bte blﬁd down. ..........1
Not werth 1t. ... e oo enaad
Drepped 16, ...t i vecvennnenneeond
Euilt by franchise. .. ... ciinvoa.l

The reputaticn of the affi.i:z1i.n organizaticn 1-
Jiestlon comes strongly to the fore as a major rezson for
gfflllating Four ¢f the six wno stated that they did nor

need
{ the med

cent).

referral business had cver elghty per cent occupancy

ian fcr thcse interviewed was seventyweight per

The remaining two had better than seventy per cert
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occupancy, which iz above the national average stated by

1

Hdorwath and Horwath. This terds to verify their conter-

tion that they dc nct reed affilistion. Thcse who £31d

they did nct ne=d affiliatis~ were usually smaller motels,

It is gquesticnablie whether some of the csmaller moteis
c0u1ld meet the stardards of some affiilate groups.

The vast majority cf those wne were affiliated ex-

prez=sd sstvisfaction -- or more than gatisfacticn --

Guesi. - FHL Interview responges (30

Wry migiit you congider affilizatian sn important form cf

advertising,
For referral and reservations,..ouo.B
Hcliiday Inng are "great"™, .. .........8
Fublic recognition of stgﬂdards )
Abl1lity to advertise........ocvvee..b
Would not be goed fer vso. ...
COStE TOC MUCh.. ... v eu. e. .....H4
Management KrCw Now. ...y eeeosocsos s
Cost pays for 1tgelf. ... ... . .se..2
May JoIn dater.. .. c.vosinnniecn o.na
We*ll never join. R |

Qwrer dces not 1Lke a“tillatiﬁh
arid 18 an indepenaent tvpe of
person {his marager atdj.

(Hoiraay Irns are "great": only 6 Heoliday Inns w=ars .-
study. All 6 of the Hol:7div |
men are represented bere . 4L
exch of the 8 in this ;

tinterviewed sepsratel
same wcrd -- "great.")
t

that

The answers total forty-four due to the fac

gave more than one reason. While this guezticn 1s of an

1"gignth Annual Moter Hotel Study," The Horwath
Accountant, (Vol. 44, No. 4, 1364). oo
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g commrents i1llustrate the gereral fe=s ).
cf tre waicrity of the owrner/maragers of franchised operi:

Tions, A di

Il)

tenting cpinion was as foilcws:

"I don't see hcw affiliaticon could benefit us. Troc
which do beioﬂg send their overflow tc us., Scme ro.
ferrals might help, but I douvbt if the cost would U=«
Justified."

Affiliation has beccme a4 very importanrt faotor 1n

motel buziness 1n the United States and 1n Michigan. Tr-
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vast majority of those affiliated stated that they were
more than satisfied with their affiliation. Some felt
that AAA did not really pay fcr i1itself. Others thought

r3cd organization with which tc be associzted.
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T
=
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rger motels iIn the study -- those fifty urits

&,
>
D
—
Q)

ard mecre in gize -—- were, in tne main, affiliated., An
cwner/manager sai1d, "It wouid ke foolish for a large ir-.
dependent not to be affiliated. They can't compete "

many Situaticons, tne affiilated motels have grown

gt tne wapenie of the rorostfilianed motels.

v

In seversl
csses, alffiliated mc'=slt have sided the small independerts

either purposeiy ¢r irsdvertertly «- by gending them their

cocrding to many cwner/mznigers, affiliaticn is im.

pcrtant and almost vital te the larger selected Michigsn

ed Tt 1is the wricter!

[
t

T~ . —~ ~ [P I T
motels ztud cpiricr that ailliila-
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in major Michigan citles will

q
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ticn among the large m

continue and will increase., (Carszlully-selected affiliatice

M
QU
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D

with the appropriate crganizaticrn seems tc cffer more z3
vintages to the larger motel operation than 1t does dis
agvarntages,

The large, affiliated motels are replacing the cut-
dated and antiquated dcwntown hotels. These motels have

the financing and the resources to obtain land in gocd 10

cations. They conserve on construction ccstg through



standard building plans and procedures. They can afford
to offer comfortable, mocdern, sometimes even luxurious
accommodations for the same prices which oclder downtown
hotels, due to high land cost, high real estate tax and
nigh maintenance costs, must charge tnre public.

It is the writer‘s opinicn that affiliation through
chain, franchise and referral organizaticns can be ex-

rected to continue and to ircreasze in Michigan,



CHAPTER IX

MAJOR PROBLEMS IN OWNERSHIP AND MANAGEMENT

OF MOTELS STUDIED

Thrcugh the finsl interview question (guestion
ceventy-five below) owrer/maragers of the selected motels
tere erccuraged to presernt and dis at lergth their
cunmon - prebiem (or problems) of motel cperaticn. It
was hopea tnat a compariscn and examination of the opera-
tioral rhases cited by then zs 1mportant trouble areas

wonld glve 3dded 1insight into the nature of the ownership

and marazement of the Michigan motels selected for intervie:.:

Quecticn 75. Interview resporses, (30)
What 1s the major problem in the operation of your motel

Emplcyvees. .. ceivoons N

Acc ounts receivable e e s o v e e
Communication...ce.oovecoecoecso

PRI

GUESTS . . ittt st evoronnnvoossn. 5
Maintenancte. .. coeeee.  u.- ... U4
Overworked, \ .. ..., h
Physical motel plart iteslt L0003
(OTeRalNE 011 ol 2O 3
No major problems. s e e 3
Manager's living quar =D ol B
Highway changed. s scuccoves
Telephone........... o 2
Factory pays better e e o 2
Thef b, it ennneconenana |
1

1

(Factory pays better: difficult to keep maids and other
employees at motel Jjobs.)

164
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The above breakdown tsbulates major problems as they
were expressed by the motel owners and managers themselves
during the interviews. Thirty motel owner/managers were
interviewed, but the abcocve replies total forty-six because
some mentioned more than one problem,

In a few cases owner/managers discussed prcblems

which they themselves did not categorize as "wmajor." Trece

L

irndividuals often began thelir remarks with some comment saab
as, "! rave no big, msjor problems, but..." They wculd thern
telil ¢f motel troubles which did create some degree of dis:
caiizfaction or tension for them in their work. Primarily,
the discussion fcllowing will, however, ccncern problems
roted by those interviewed as "major." These problems havs
beern divided intc four areas:

1. Employees,

2., Guests,

3 Physical facilities,

L, Overall management
Tre Employees

Twelve of the thirty owrer/managers interviewsd 1n.
dicated some type of problem with their employees.

"My biggest problem is the low pay fcr employees. I

would like to be able to raise motel rates and pay

employees a good wage, but I can‘t do this all alone "

The above is typical of those owner/managers whc felt

that their pay scale deterred them from attracting and
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keeping efficient, reliable employees. Several indicated
that they would like to be able to pay well enough to
attract better employees. It 1is generally accepted that
the service industries garner workers with comparatively
lower levels cof education and skills. There are, of
course, highly demanding positicns within the service in-
dustries which reguire educat:cn and special training anid
knowledge. The work of the mctel maids and the work per-
formed by those 1n many other motel Jobs can not. however,
be clucsi1fied as skilled Adegrate pay and working cordi.-

tions are rnevertheless ess

wm

ntial focr keeping satisfactory
unskilled motel workers on the Jjcb. This factor was a
prcblem often cited by the motel cwner/managers interviewes.
The owner quoted above wished to attract better em-
ployees. It 1s, hcwever, questlionable whether he wculd
have had better luck even 1f he could have aftforged to
pay better wages. The work perfcrred by the maids at a
motel is menial. Many girls and wcocmen prefer office or
sales clerk jcbs, if they can get them, because of betfter
envircnmental settings -- even though the pay for these
Jobs may be less than that for factory work. Factories
generally pay better wages than office or clerking Jobs,
yet many untrained women would still prefer the office

work in "nicer" surroundings.
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From the above, 1t can be gathered that wages alone
will not completely solve the problem. Many women prefer
the status implied in office work instead of motel or fac-
tory work even though factories pay more than offices. 1t
can be concluded, then, that if motels were &able to pay
wages above office wages, they might still encounter some
difficulty in attracting the type of employee they seek,

The wage problem is further illustrated by the fcl.
fewirs comment:

"My bigpest problem 18 the employees. It's hard to

<cep the help satlisfied. Wages won't do 1t. A
ceven-dav. a-week operartion 1s hard, Sunday activi-
ties and churchgoing make 1t difficult for me to
get girls who will work on Sundays. When 1 hire
them, they seem to quit looking for work. I have
tried college kids for part-time. They will ac-
cept the wages but not the responsibility."

The above 1llustrates some of the wage problem
Turnover 1s usually associated with low wagesg, but crher
factors may be involved in the problem of turnover.

"We have a high rate of turnover, OQur pay scale iz
gcod -- above average for meiels 1n the area. BRur
the employses are restless, PFactory work will pavy
more. But they won't make any more anywhers elgs
in this area in our busirness."

Even if a motel owner/manager is able to resclve tre
problem of wages and turnover, he may still have difficulvic.

"Our biggest problem is getting our employees to pay
attention to day-to-day details. We also have prcb-
lems of communication. Parties are not properly
booked, etc. We try to get our employees to think

and to evaluate. It's impossible to put everythirg
on paper."
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The above re-emphasizes the responses to question
twenty-nine interview -- what 1is your major problem with
the maids. To this the majority responded "inattention
to detail."

One manager in a large industrial area was not
plagued with the problems posed in the area of the menial
employee. He had a different type of problem -- in the
area of clerical and managerial employee positions.

"There 1s a tremendous shortage of trained per-
sonnel to work as supervisors and assistant
ranagers. There 1is no trairing for those jobs.

I would like to see a course taught to this group.
I feel the Jjunior college should train in this
area,"

There are several two-year programs in various

parts of the United States which attempt to fill this

need. Four-year-college graduates may work 1in the posi-
tions the above owner/manager discussed temporarily, but
they are usually on thelr way into management posiftions.
Then too, many motel operations cannot affcrd to pay the
falary necessary to retain four-year-college graduates in
these secondary management positions. One manager stated,.
"There's only one good job in thils motel, and I've got it."
At the present time there i1s no two-year program in
Michigan. There are currently, however, plans for the es-
tablishment of such a program at Lansing Community College.

The above 1s indicative of the various types of

replies and comments about the employees working in Michigsan
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motels., Generally, the managers and owners expressed
their aesire to find competent employees and keep them.
This 1s a universal business problem, and the motel
managers studied are not alone in thelir worries on this
subject.

The Guests

Several managers stated that they had problems
w.th their guests.

"Ours is a minor problem. Occasionally a man
will register for only ore although we know 1t's
or two., This 1s a problem and 1t's embarrassing
td> us. Some places require both to regilster.
Oi'ten, 1f we say anything to the man, he will
reply, 'She‘*s only going to be here for a few
minutes -- I'm going to change and we-re gcing
over to visit some friends,' and so on."

"College students and keeping out nolsy parties,
snack-ups, and so forth, are my major problem.
Trhey come in the back windows, This, at one time
(prior to this manager), was the place to go for
cshack-ups. We occasionally will still get a few
who will try on weekends, or groups who want 2
rent a room for parties. Anyone thrcwing a party
in their room 1is kicked out and they don‘t get
a refund, either. Of cource, 1 tell them this
when they check 1n, 1f they look like thevyire
renting the room fcr a party. Some motels in thisg
area refuse to have anything to do with students
We occasionally get a student who will check in t-
study, simply because 1it!s quiet here."

"To tell the truth, we have no problems. We have

a select clientele. They must be clean and pre-
sentable. They must have a decent car. No wild
parties and no gambling allowed. We will not rent
out for shack-ups. We try to run a good, clean
place."

The above illustrates some of the moral prcblems

which mctels may face. There 1s a chapter in their history
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which indicted motels as places which rented rooms for
immoral trysts. Many older people remember days when
motels had, to some degree, the reputation of renting
rooms by the hour. This is a past which all motel opera-
tors who mentioned this type of problem are trying to
overcome. One owner/manager made the following remarks
on the subject:

"I'm not trying to be the conscience of the world.
I'm trying to run a reputable motel. I've seen
wnat can happen to a motel that has a reputation
for shack-~ups. You can’t keep them all ocuvt, The
only time I7ve ever seen a wedding license from
a guest was once, when a young couple were checking
in here. The man was fi1lling out the registration
blank and needed to write in his car license num-
ber. He shouted to his wife, 'What's the license
number?' She dashed into the lobby waving her
marriage license. You can't ask people for their
wedding licenses, but you don't want the reputa-
tion as the place to go for shack-ups."

The motel operators studied most vehemently did not
want their motels tc be places for assignation. They
were alvays on the alert to prevent any occurrences which
might lead to this type of reputation.

The majority of the problems concerning guests did
not involve moral turpitude. Tae following is indicative
of a more prevalent problem.

"My biggest problem is getting enough business. If
one has enough business, all other problems are
small."

The following answer gives insight into a common prcb

lem -- and attitude -- in the area of guest relations:
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"Our biggest problem is trying to please everybody.
We try, my wife and I, to adapt ourselves to each
guest. We try to make each guest welcome."
The motel owner/managers were anxious to avecid a bad
moral reputation. Thelr maln concerns were 1In serving
their guests well -- and in attracting as many guests as

they could accommodate,

Physical Facllities

Several managers stated that they had problems withn
pnysicai facilities. There were a variety cof difficulties
createy mainly by motel construction and/or the physical
motel plant itself. One manager commented:

"My major problem is the small slze of my motel.

(Less than fifty rooms.) I have no flexibility.
We have problems with storage and trying to room
guests. My biggest problems here are physical."

This statement indicates the problem of a smail
operator who needs more space. Several mentioned a de-
sire to expand their motels' physical facilities, A few
who could financially afford to were actually in the prc-
cess of enlarging their motels when interviews were ccrn-
ducted on thelir premises.

The location of the motel gecgraphlically in the
state and locally in its own community can also present
problems.

"Since the expressway came through, we are no

longer on a highway and we can‘t be seen from tne
expressway."
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As highways change, motels and other businesses
located along the older highways were often hurt. Changing
traffic patterns were a problem over which the motels had
no control. They could only counteract by placing new
signs (where allowed) and by taking whatever upgrading steps
were feasible to direct and attract travelers frcm these
new roads to their now less-accessible motels.

A few motel operators stated that hilghway relccation
had heipred them. These motels had formerly been in second-
ary c~aticns. A new thorcughfare or expressway con-
structed near them was a boon to these fortunate few.

Mainternance of the motel's physical facilities is a
problem faced by all motel operators. Four of the inter.-
viewed owner/managers cited maintenance as their major
problem,

"The swimming pool is my big problem, It gets

dirty. We're located in an industrial setting.
The pool 1s only five feet deep. Even if I cculd
keep it clean, I feel 1t has limited value.'

A more cerlous problem of maintenance was descrived
as follows:

"This place was built to sell, not to operate. It

was poorly constructed. I've had problems with
bad plumbing, heating, flooring, etc. My bilggest
headache 1s keeping the place up in general. A
constant headache 1s the heating system in the
winter and the alr conditioning in summer."

Maintenance work 1is necessary for every motel. Mctel:

must be kept in a clean, safe, and attractive conditicn cr
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occupancy will suffer. For some owner/managers, the main-
tenance of physical facilities was the major motel problem.
The tangible problems of plant slze, maintenance,
and shifting traffic streams were cited by the owner/
managers mentloned above.
Management

The management of the selected Michlgan motels was
discussed 1in Chapter V of this study. Wider-based phases
of marnapement and management problems were presented. The
following alsc deals with management problems, but from a
slightly different viewpolnt. What follow here are more
in the nature of personal complaints -- some of them
plaintive -- made by the owner/managers concerning their
own reactions to the motel business. For some of these
owner/managers, the following troubles caused very real
difficulties and were ranked by them as thelr major mousl
problem.

"Most owners do not give encugh consideraticn to
managers they expect to live in. They do not
provide adequate living quarters or facilities
for theilr managers. A manager needs a small
apartment with a separate bedroom. The manager 18
in the rooming business but he gets the pocrest
accommodations. They (the owners) should make him
more comfortable where he’ll be happier and do a
better job. I feel thils is a common problem. Other
managers in our area feel the same way. The owners
Just don't know how much time 1t takes for us to

do our Jjob around here. We should be made more
comfortable."
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The above comment was typlcal of those from managers
of the small motels -- less than fifty rooms in size --
who live on the premises. In larger motels, the manager
usually does not llve on the premlses. The motel 1is more
apt to be able to hire sufflcient help so that the manager’s
presence may not always be required.

Even if the owner/hanager has adequate living quar-
ters, other busliness troubles plague many of them.

"Our problem is the telephone. It takes up to

sixty per cent of our time answering the phone.
All calls must go through the switchboard. We
can't do our other work. I would like to change
to some form of direct dial, but we can't afford
the expense."

The problems of the small motel owner are further
exemplifled by the following:

"Our biggest problem 1s that we get too personally
Involved wlth the business. We're not doing the
amount of business we should, but you still get
that deep, personal 1nvolvement. You get ftoo tired,
too overworked. You have to be here all the time
and 'get up nights as well to rent rooms. You Jjust
can't get away."

The problems discussed above are in some cases those
of the ownershilp or the management of the smaller motel.
The owner/manager and his family in many cases find 1t
necessary to live at the motel. Their quarters are cften
lnadequate. Because the smaller motel very probably can-

not afford additional personnel, these owner/managers can

seldom leave the premises. They are in the service industry
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and must cater to guests, day and night. A common plight
of many owners or managers of the smaller motel is that
they are constantly tired because they must get up at night

to rent rooms. They cannot afford not to.



CHAPTER X
CONCLUSIONS AND SUMMARY

Business Experience of Owner/Managers

All of those interviewed had prior business experi-
ence eilther through operation of their own businesses or
through working for other business flirms. One result of
this was maragement rather tightly controlled by the owner-
ship.

Education of Owner/Managers

The educatlonal level of the person or persons who
owned and/or managed the motels was high. A relatively
large percentage of owners or managers had college degrees
or partial college education. Those who had less formal
education demonstrated in their ownership/management prac-
tices that they had learned about business methods -- and
about motel business methods 1n particular -- through ex-
perience and self-education and through the obtaining cf
informed help where needed.

The level of education (formal and otherwise) was
found to be comparatively high among the men and women
who owned and/or managed the motels studied. The

176



177

knowledge of the ownership/management was avallable to the
motel and was utilized in varylng aspects in the motel
operation by the individual (or individuals) in managerial
or ownership capacities.

The Managers

If a hired manager operated the motel, one of his
main assignments was in the fleld of guest relations.

The manager's personality, salesmanship and hospltable
attitude were vital to the motel 1n the effect he had in
personally greeting the public. He was responslble for

the smoothness and effilclency of the workings of the motel
as related to the reception of the clientele, and to the
smooth overall daily functionings of the motel in general.
As the size of the motel increased, the hired manager's
dutlies as host and welcomer of guests dimlnished, while

hls responsibllity 1in supervising the internal functilonings
of the motel's technical aspects increased.

The hired manager was primarily responsible for
day-to-day operating problems and decisions. The defini-
tive problems and questions, however, and in particular
those problems Involving expendltures or main policy de-
clsions, were usually acted upon or declded by the owner.
The hired manager's i1deas and recommendatlons were, however,
generally respected and given thoughtful consideration by

the owner.
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The Maids

The one classification of employee universally hired
by all motels was the maids, who were by far the most
numerous of the motels' hired employees.

There appears to be no significant method of training
motel malds which differs from sténdard, recommended busi-
ness methods of employee training. Special modern tech-
niques of training (such as films, cleaning procedure book-
lets and manuals, etc.) were used by some motels. In vir-
tually every case maids were primarily taught how to carry
on their work by an "on-the-job" training process which
conforms to accepted management practice.

The major management personnel problem dld, as would
be expected from the number of employees involved, concern
the malds. The primary problem cited was a tendency to-
ward lack of proper attention to detall by the maids in
their work. In view of the general reaction by the motel
men studied to the question of degree of difficulty in
managing (or degree of success in solving) problems with
the main motel worker, the maid, the following comment
would have to be limitedly dilsputed in 1ts applicability to
the motels 1n this study. The quotation 1s as follows:

"The maid is the entire key to your ogeration --
in fact, your maids are your motel."

1lRalph Dellevie, "Modern Motelkeeping: Part 5;
How to Do It," Tourist Court Journal, (May, 1964), p. 30.
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That "the maids are the motel" holds partially
true for thils study in that motels do depend upon the
malds greatly. However, although the majority of the
motel owner/managers stated "employees" as their major
problem, they 1indicated a wilde varlety of aspects of the
problem. Very many of those studied were completely
satisfled with the work of thelr maids, and if they were
not, they did not indict the problem as a rulnous one.
They listed and discussed a great variety of cother situa-
tions, areas, and problems which they considered more
vital to their operations.

The malids are important to the motels in thils study,
but 1t 1s concluded here, based on the study of the se-
lected motels, that many other factors and aspects of
motel ownership/management are as important or more im-
portant than the performance of the maids. To cite an
example situation, 1n some of the motels studied the
malds could have out-performed any other cleaning crew in
the world and not have perceptibly affected the motel's
sales due to the fact that a new super-expressway had Jjust
re-routed a staggering percentage of the motel's cllentele
to a traffic pattern ten miles distant from the motel's
location. The cleanest rooms in the world would not be
more than a partlal aid to the motel in a situation of

that type. An extremely 1inefficient cleaning staff might,
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on the other hand, reduce the appeal of a motel with a
superb and uncontested expressway location. Pertaining
to the motels in this study, however, 1t 1s not accurate
to state that "the maids are the motel." They are in-
stead one lmportant aspect of 1¢t.

Financing

The maJorlty of the owners, when asked why they in-
vested 1n motels, stated that they had invested 1n motels
because they expected an above-average return on their
equity. A few sald that they bought a motel because they
"had always wanted to" or "it sounded like a good business
which they felt they would enjoy." The majority entered in
a soundly thought-out, thoroughly efficient and researched,
business-like manner. Some of the motels were, 1n spite
of this, burdened with debt. According to the information
presented by the motel men, it can be concluded here that
for the majorlity of the eighty-eight motels in thils study,
financing was not a major problem.

The equity capital 1nvested by owners came in an
overwhelmingly large measure as funds they had obtailned
through thelr own efforts in other businesses. Only two
of the motel owners 1interviewed 1ndicated that the major
portlon of the equlty capltal they invested in motels was
inherited. The remalning twenty-three interviewed (after

the five chain motels have been excluded) invested in
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motels after having disposed of other businesses or as a
means to earn a return on funds obtalned from thelr own
other businesses. Some 1Invested with savings earned
while working in other flelds and in previous businesses.

In addition to equity capltal invested by the
owners, long term debt came from banks, mortgage flrms,
and insurance companles in the form of mortgages on the
motel. The median of the malled study was sixty per
cent mortgage debt and forty per cent ownershlp equity.
For the motels interviewed, the medlan was fifty per
cent ownership equlty and fifty per cent mortgage debt.
The larger motels usually had a larger mortgage debt.

The 1mpact of finance on management was disclosed
mainly through statements by many interrogated that they
did not experience a degree of difficulty 1In their manage-
ment aspirations because of high mortgage and interest
payments. It can be concluded here on the basis of this
study that those motels studied which were financed by
mortgage debt of over sixty per cent were more apt to
have financlal problems. (Only twenty-five of the
elghty-eight motels studlied stated that they had mortgage
debt greater than sixty per cent.) They were more likely
to be unable, at times, to meet thelr financial obliga-
tlons and potentially could find themselves 1n the unenviable
positlon of having very little working capital because of

thelr debt burden.
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Sale leaseback was one source of financing avall-
able to the motels. It was not, however, used by any
of the eighty-elght motels 1in this entire study. It 1s
fact that for the motels in the sample studied, sale
leaseback was virtually ignored as.a financing technilque.

It can be concluded here that the Michigan motels
studled are thoughtfully financed. The wrlter feels that
one reason for thls is that the owners farsightedly
sought to avold the excess burden of too high a mortgage
payment in order to diminish filnanclal difficulties in
the event that thelr motels encountered periods of low
occupancy. Another reason 1s that i1t 1s probable that
many owners would not have been able to obtain more than
a slxty per cent mortgage.
Profit

When the eighty-eight motel owner/managers were
asked 1f their motels were earning a profit, only five
stated that they were not. Three of these five said that
they believed thelr motels would earn profits in the fu-
ture. Two of the elghty-elght studied (one interviewed
motel and one motel studied through the mailed question-
naire) expressed real concern that thelr motels were not
earning a profit. Both of these motels were experilencing

occupancy problems.
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Any analysis of profilt in this study must be made
on the basis of statements given by the owner/managers.
Any discussion of profit must consider depreciation and
the payment of salaries. A motel corporation may pay its
manager a salary. A single proprietorship, where the
owner 1s also the manager, may not pay a salary according
to tax law. Hence although a proprietorship may show a
profit, there might actually not be any 1f a reasonable
deduction were made for the owner's salary. Some of the
motels were using accelerated depreciation and others
were using strailght line depreciation. The method of de-
preciation used can radically affect the motelfs profit.
Thus this study can make no meaningful concluslon about
the motels' profit.

Working Capital

The problem of belng "pressed" for working capital
was not an unusual problem. Some motels experienced this,
particularly at thelr outset and until they had established
a clientele. Some who mentloned the problem of periodically
having insuffilclent working capital were a few which were
located In resort-like areas and encountered the problem
during their off-season, when fewer tourists traveled
thelr way.

Several motels were funding cash for the future re-

placement of furniture and fixtures. Those which were not
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doing this were, nevertheless, well aware of the situation
and were anticipating encountering financial expenditures
for upgrading in the future. They were cognizant of the
potential problem and took other preparatory measures
feasible for them, but several stated that they wanted to
"keep thelr capital working." Some were 1in the process

of upgrading whlle thils study was being made.

Accounting

In the writer's opinion, the Michigan motel owners
in this study were not, as a group, notably well versed
in accounting matters. They did, however, seek help from
a lawyer or a Certified Public Acccuntant to instruct them
in areas 1n which they recognized thelir own lack of know-
ledge. Once they had been informed and advised by special-
ists in the areas they were investlgating, such as tax law
or other pertinent legal or accounting matters, the cwners
usually made thelr own declisions as to the particular
methods and procedures thelr motels would exercise,

Managers hired by these owners were not, in generai,
told very much about the motel's financial aspects. Fi-
nanclal statements were not, 1In many instances, made
avallable to the hired managers.

That the owner understood the importance to his
motel of accounting 1s borne out by the fact that forty-

five motels out of sixty-elght responding to the mailed
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questionnaire replied that thelr motels were audited by
Certified Public Accountants. Thils, 1t is felt, 1s a
higher proportion than might be anticipated, and is sound
business practice on the part of the owners,

Marketing Methods

The study revealed that to the motel owner/managers
there were two major marketing methods -~ both of which
were very important to the vast majority of the motels
studied.

The motels' major type of "marketing" or "selling" --
and the type which the owner/managers felt was more important
than any form of pald advertising -- was the satisfied at-
titude of thelr own guests. It was most vital to them
that thelr guests should feel the motel was a fine one,
would return to 1t themselves 1f they could, and would
recommend the particular motel to thelr friends or business
acqualntances who might travel in the motel's vicinity.

The motel owner/managers termed this "word-of-mouth" ad-
vertising, where satisfied guests returned and also spoke
favorably of the motel to other potential guests. This

was of vital significénce to the motels and was actually
their most prevalent and sought-after form.of "advertising."

Their second major method of advertising and marketing
was thelr road signs. The motel owners and managers felt
road signs were by far thelr most important form of paid

advertising.
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It should be kept in mind that Michigan 1s an 1in-
dustrial state as well as a tourist state. These facts
do draw many guests to Michigan and create a potentially
good market for the motel. The converse is also true.
Michigan's notable accommodations and tourism industry
creates facilities which attract travelers.

glientelg

As stated by the owner/managers in this study,
their own most vital customer was the traveling commercial
man. Only in northern Michigan, where no large cities
draw the commercial travelers tc the area, did the owner/
managers indicate that tourists were of greater importance
to the motels than the commercial traveler.

It appears from the statements of owner/managers who
took part in this study that those who enter the motel
business 1n lower Michigan should plan on catering to thre
needs of the commercial traveler. It 1s not possible tc
calculate the per cent of business contributed by the
commercial travelers, but the majority of motels did indi
cate the importance to them of the commercial traveler for
the period from Labor Day to Memorial Day, when typically
there are few tourists traveling. In order to assure that
the commercial traveler will stay in thelr motels during
this period of time, the motels must also cater to him

during the main tourist season.
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It might be regarded with some surprise, in view of
the great degree of importance which the operators place
on attracting repeat customers from among the ranks of the
commercial men who travel in Michigan, that most of the
motels studied did not offer the commercial man a special
reduced rate to attract his business. Most of the motels
studied did not have commercial rates and in fact did not
approve of them. It was instead their conviction that
they could secure the commercial men as clientele by of-
fering pleasant rocoms at reasonable rates. They thought
it would be unfair to non-cocmmercial travelers -- many of
whom were repeat customers -- to reduce prices for com-
mercial men and not for the others,

Competition

For most, competition was not at present a trouble
area. The motel owner/managers respected (in fact vesuslily
liked) the motel operators who were thelr competition.

Most operators cooperated and were friendly with the man-
agement of nearby motels. No one wished to begin a pro-
gram of price-cutting or partially reduced rates.

The motel owner/managers interrogated seem to resgect
each personally and 1n buslness practices. They combine
this cooperative attltude with a determination, in general,
to charge prices which are reasonable for thelr guests.

Their hope seemed to be to play fair with themselves, with
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thelir guests, and with other motels. They compete with
each other in a reasonable, cooperative -- often a
friendly -- manner which also seems to assure their guests
of good accommodations at reasonable cost.

Affiliation

Affiliation apﬁears to be beneficial for the large
motel. The writer would predict, based on the findings
of thils study, that in the future affiliation will in-
crease and will assume even more important propcraticns
in the story of the large motels. Large motels now being
bullt 1n Michigan would, in the writer's oplndon, be wise
to consider the increasingly vital possibilities of af-
filiation to strengthen thelr own potentials for success-
ful operation.

The affilliation organizations are able to offer
their memberships the proved benefits of widespresad re-
ferral systems. Affillate member mectels have use of the
organization's private and large-scale communications net-
works and can make advance recservations for theilr guests
at motels which are fellow-affiliate members over wide
geographical areas. Referral and reservation systems of
the large motel affiliations permit members to receive
reservations from an entire, vast affiliation membership.

These systems of referral and reservation are likely, in
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future, to become more valuable instruments for promoting
and increasing the occupancy ratios of affiliate member-
ships.

A second and more important aspect of affiliation
conducive to its growth 1s the fact that the public 1is
coming, more and more, to recognize and appreclate the
standards imposed on member motels by the large affillated
concerns.

Affiliates are required to maintaln speéified
standards 1n the matters of cleanliness and safety. The
result of this is that travelers, already aware of the 1im-
posing of standards by national brand names, are more and
more relying on the familiar, nationally-advertised at-
tributes of the larger national motel chains and fran-
chise affillates. Motel standardization results. One
dissenting owner/hanager Interviewed observed:

"You check 1in to one of these big affiliated chain
motels and you feel like ycu‘ve been there before.
They're monotonous."

Desplite this possibilility, the large affiliates are
flohrishing, Apparently the public does not object
strenuously to the cases of "sameness" 1in affiliated
motels! signs, room dimensions, fabric patterns and facili-
ties. The affllliation sign on the large affiliated motels
assures travelers of conslstent quality at competitive

prices. It seems that the public llkes it.
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Limitations of This Study

It should be noted here that 1t 1s quite possible
that the men who were generous enough to take the time
and trouble to participate in thls study were apt to be
the more progressive and interested owner/managers. The
motel men who took part iIn this study may have been above
average 1n thelr concern with motel work. The per cent
who responded out of the possible total was comparatively
small. For these reasons, bias must be considered as a
possibility in the findings of this study.

The conclusions reached and the 1deas and 1informa-
tion presented 1n this study are applicable only to the
eighty-elight motels studied. Possible bias 1in this study
must be considered due not only to the possibility of
inaccurate information which may have been given by the
owner/managers, but also to the possibility cf bias in
presenting information or misinterpretation of informa-
tion by the writer.

The Confining Nature of the Motel Business

Many of the owner/managers who were active in tre
running of the motels studled stated that they were over-
worked, and some sald they were often exhausted. Most
who lived on the premises of thelr motels complained that

they "Jjust never got away at all."
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"Mistake number one is for the manager to set
things up so that only he has responsibility for
decision-making and thus makes himself 'key man'
and a prisoner on the premises. This 1s bad or-
ganization -- even in a family-operated motel."

The typical professional hlired manager delegates
responsibility where he can. He has difficulty 1n avoiding
the role of prisoner, particularly 1f he must live on the
motel's premises. He feels to a certain degree the con-
fining nature of his work even 1f the motel which employs
him does hire adequate assistance for him and permits him
to reside off the premises.

The owner whe manages his own smaller motel 1s a
"prisoner." He does not like this aspect of the motel
business one whit, but he likes the motel business never-
theless. There are several reasons why the owner of the
small motel does not have consistent relief.

One reason 1s the economlcs of the small motel.

The business does not 1n some cases generate sufficient
income to pay all the bllls, pay the owner an adequate
salary, and also provide sufficient funds to pay for
competent relief personnel.

A second problem is to find capable individuals who
are willing and able to work on a part-time basis for the

wages the owner can or will pay. If they are capable

they probably cannot come 1in for an extended period of

1Ralph Dellevie, "Modern Motelkeeping: Part 2;
Tips on How to Operate," Tourist Court Journal, (Feb.,
1964), p. 65.
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time to relieve the owner for a vacation because they are
usually employed elsewhere, It 1s péssible at times, however,
fcr the owner to hire capable employees to take over‘for an
evening or for a few hours.

Thils confining nature of motel operation may be in-
dicative of poor management on the owner's part, or it
may be due mostly to the economics of the business =~- in
that the owner needs (for his financial obligations) the
money he would pay hls relief person. The round-the-~clock
operation of a motel is not always of a physically tiring
nature, but someone 1in charge must be on the premises at
all times,

A Final Word

It was important to the owner/managers to offer
high-level service and show thelr guests the firest hos-
pitallty of which they and their motels were capable. They
felt\this attitude was a sound business practice and would
further their motels' word-of-mouth, one-guest-tells-another
type of advertlising. But they also conslidered this vltrs-
hospltable management attitude to be the type of treatment
whilch thelr guests deserved. They put much time and effort
Into thelr motels, and they put up with many irritating and
fatiguing detalls of motel work. They studied their
guests' reactions to and preferences in accommodations, and
they tried to please them -- and not solely for reasons of

profitable business.
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The owner/managers for the most part gave every
evidence of enjoying thelr work and of taking particular
pleasure in serving the traveling public 1n their capacilty
as hosts. They were not insensitive to nor lacking in the
attributes of congeniality, helpfulness and graciousness
which are -- and have been since the anclent days of the
beginning of roadside inns -- the traditional and finer
attributes of the relliable and conscientious innkeeper.
Many of the men who particlpated in this study gave every

evidence of personifying this gracious tradition.
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APPENDIX

1. The Malled Procedure -- First Letter

MICHIGAN STATE UNIVERSITY

School of Hotel, Restaurant and
Institutional Management
405 Eppley Center
East Lansing, Mlichigan
THE RESULTS OF THIS STUDY OF THE NATURE OF THE OWNER-
SHIP AND MANAGEMENT OF SELECTED MICHIGAN MOTELS WILL BE
SENT TO THOSE OF YOU WHO RETURN THE ENCLOSED QUESTIONNAIRE
Dear Sir:

The enclosed questlonnalre 1s golng to selected
Michigan motels. The purpose of thils questionnaire 1s to
obtain information for a study of Michigan motels. This
study willl investigate the nature of the ownership and the
management of selected Michigan motels.

We will be most grateful to you if you will take the
time to fill 1n the enclosed questionnaire and mail it back
to us. We apologize for the length of thls questionnaire.
Because 1t 1s so thorough, however, 1t should bring us
sufficient motel data to permlit us to comiple a thorough
study.

We assure you that all information you give will

be Incorporated into thils study with complete anonymity for

200
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you. Please do feel free to answer the questionnaire with
as much detall as you possibly can. Your responses will

be appreciated and will be treated with utter privacy.

Your name and the name of your organization will definitely
not be identified (will be, in fact, absolutely unidentifi-
able) in this study. The information obtained through
these questionnaires will be tabulated for comparative pur-
poses.

THE RESULTS OF THIS STUDY OF THE NATURE OF THE OWNER-
SHIP AND MANAGEMENT OF SELECTED MICHIGAN MOTELS WILL BE
SENT TO THOSE OF YOU WHO RETURN THE QUESTIONNAIRE.

We will really appreciate your help. Won't yocu please
f111 in the questionnaire and mail it back to us as scon as
possible.

Thank you very much.

Sincerely,

Douglas C. Keister
Instructor
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2. The Mailed Procedvure -- Second Letter

MICHIGAN STATE UNIVERSITY

School of Hotel, Restaurant and
Institutional Management
405 Eppley Center
East Lansing, Michigan I
THE RESULTS OF THIS STUDY OF THE NATURE OF THE OWNER~
SHIP AND MANAGEMENT OF SELECTED MICHIGAN MOTELS WILL BE
SENT TO THOSE OF YOU WHO RETURN THE QUESTIONNAIRE
Dear Sir:

A study 1s now beling made of the nature of the
owner.nip and management of Michigan motels.

Your motel is being asked to take part in this
study by filling in and returning and enclosed ques-
tionnaire.

The questionnaire is lorg, and we apolcgize for
asking for so much help from you. We wilil, however, send
to you the motel information the study yields if you can
glve us your help. Complete and detalled infcrmation
from you will permit us to draw up a hestter and more
valld study. We will send to you the results of the araly-
sis if you return the enclosed questionnaire.

The questionnalre and return envelopes have code num
bers solely to enable us to check in your gquestionnaires a:
recelved here so that we can mail you the results of the

study. The code numbers are the only way we cculd filgure

cut to know which of you have returned the gquestionnaire
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and are to receive the results. This code 1s strictly a
mailing device. Your name and the nahe of your organiza-
tion will, of course, not be used at any time or in any

way 1n thils study. Please do feel free to answer the ques-
tionnaire with as much detall as you possibly can. We most
definitely do assure you that all information you give will
be 1ncorporated 1nto thls study with absolute anonymity for
you and your motel.

We hope very much that the findings of this study
will be of interest to you. In order for the study to be
valid, we need completed questiconnalres. We will really
appreciate your help. Please do fill 1In the questlonnaire
and mail 1t back to us as soon as possible.

Thank you very much.

Sincerely,

Douglas C. Kelster
Instructor

THE RESULTS OF THIS STUDY OF THE NATURE OF THE OWNERSHIP
AND MANAGEMENT OF SELECTED MICHIGAN MOTELS WILL BE SENT TO

THOSE OF YOU WHO RETURN THE QUESTIONNAIRE.
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3. The Malled Questlionnaire

QUESTIONNAIRE

1. How does the way in which your motel was financed
affect the way your motel 1s managed.

2. Your motel is:
independent
chain
franchise
affiliated

Total number of rooms:
Total number of full-time employees:

Total number of part-time employees:

[OA NN ) B N V)

Services offered:
rooms only
restaurant
bar
swimming pool

other (specify)

7. Geographical location:
Upper Penlnsula
Lower Peninsula

northern
southern



10.

11.

12.

13.

14,

15.

16.
17.

18.
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eastern
western
Detroilt area

Location:
downtown
suburbs
country

Year motel was bullt:

What 1s predominant classification of guests:
tourists
traveling salesmen
other (specify)
not sure

What do you estimate 1s repeat business:

10%
20% —
otheT % (specify)

What 1s percentage of occupancy (total annual rooms
occugied divided by total annual rooms available for
sale

What 1s average rate per room avallable for sale
(total annual rooms income divided by total rooms
avallable for sale): $

What 1s average rate per room occupied (total rooms
income divided by total rooms occupiled):

You are the:
owner
manager
both
other

Number of supervisory personnel:

Do you have an organizatlon chart on paper:
yes
no

Are the owners active 1n management:
very
moderately
seldom

not at all



19.

20.

2l.

22.

23.

24,

25.

26.
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Is there a hired manager:
yes
no

Who sets the operating policy:
owner
manager
department head
other (specify)

Criteria for distinguishing between major and
minor decisions:

type of nroblem Involved

amount of money involved

number of personnel involved

individuals involved

other (specify)

Who usually makes major declsions: .
owner
manager
department heads
other (specify)

Who usually makes minor declslons:
owner
manager
department heads
other (specify)

Who sets the room prices:
owner
manager
department heads
other (specify)

Who decldes when new equipment will be purchased:
owner
manager
department heads
other (specify)

Who decides how much should be spent for advertising:
owner
manager
department heads
other (specify)
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28.

29.

31.

32.

35.

36.
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Who decides if a maid should receive a raise:
owner
manager
department heads
other (specify)

The overall day-to-day decisions at your motel are
made by:

senlor partner

owner

manager

department heads

other (specify)

How many years has present manager been on job:

How many managers has the operation had:
Wnich of the follcwing individuals have the power
to hire and fire:
owner
manager
assistan® manager
department heads
other (specify)

Business 1s a:
proprietorship
partnership
corporation

How many stockholders or partners:

Most of the money for purchasing the motel came from:
" proprietorship

partnership

stockholders

mortgage firm

Approximately what percentage of purchase price was:
mortgage money L
ownership money %

100 %

Who holds the mortgage:
bank
private individual
Insurance company
other (specify)



37.
38.

39.

4o.

41,

42,

43.

U,

4s.

46.
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What 1s the rate of interest on mortgage: %

What was the original length of time for mortgage:
years.

Does interest plus principal equal a flat, constant
monthly sum:
yes

no
other (specify)
not sure

Was there a second mortgage on your motel:
yes
no
not” sure

Was a second mortgage used to finance the purchase
of furnliture and fixtures:

yes
no
not sure

What period of time was mortgage:

Is the property leased:
yes
no
not sure

o
w
-
2%

If the property 1s leased, 1s 1t leased by =
leaseback:

yes

no

not sure

Do you have a financial 1nvestment 1In the motel:
yes
no

Approximately how much average time per day does the

manager spend on accounting and financlal matters:
less than 1 hour
1 to 2 hours
2 to 3 hours
more than 3 hours (how many hours)

What was original cost per room with furnishings:
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48,

L.

50.

51.

52.

53.

54,

What was original cost per ronom without furnlinicvgs:

What 1s rate of depreciaticn for furniture arg
fixtures: __ % per year.

What 1s rate of depreciaticn for buiiding:
per year.

yes (specify)
no
not sure

-

Which method of depreciaticn 1¢ wvsed 2n the biiidira:
sum of years' diglt
declining balarce
grrzignt line T
not sure
other depreciacior mstircd ussd | specify)

Is the depreciation methcd uzed for furniture and
fixtures the same as the depreciaticn method :zed
for depreciation of trne builJiing

yes
no

not sure

other depreciaticn methcd vsed [specify)

Who made the recommendztizn a% to the methcd of
depreciaticn: 7

owner

manager

accountant

other (specify)

Who made the deciSINQ 5% to wratbt msornod o0 aonooo o

tion would be used:
cwner
manager

accountant
other (specify) _

Is there a profit befcre depreclaticn:
yes
no

Who prepares the financlsl statements:

owner
manager __
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accourtant
other (specify?

How often are firanciz!
monthliy

once a3 year.
otner (specify])
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no
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Do you apply the knowledire i )
ctatem2nts to dally operating gecilsior
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mno
[ 4 ~aoh uomet e ; o
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department heads
other (sp=cify) o

ls your motel audit=d by Certiy.sd Fouo
yes
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€6.

67.

Qo

71,

72.

AV]
b
s

Are the employees informed as to whsther cr not the
operation is prcfitable:

yes

no

Do ycu have:

a full=time accountant

a part-time accountant

no acccuntant o
Is the motel earning zn sdd¢%.atle “=Uurn o0 Ccwnar &
investment:

yes

no

not sare

What do you really feel 13 zn adeduite return o-
matel Investmert:

S
10% )
1586
20%

Wnich of the follcwing dc yo
profit percentage c¢f thes =33
3% )
5% )
7%
10%

20%

other % {crecify)

- o

I ycu are an Ccurern, S0 uT v o sy e sy
before computing utns molo 5 o0 L

yes

ro

What per cent ¢f the armual profit 15 re--uo0te
the motel:

(o

If the housekeeping department needs antirer miidd,
who decides 1f she will be hireg:
owner
manager
assistant manager »
executive hocusekeeper
other (specify)

).



73.

Th.

75.

76.

e

79.

Approximately how much average time per day d
manager spend on day-to-day operating prcblem

less than 1 hcur
1l to 2 hours
2 to 3 hours
more

Approximstely how much

than 3 hours (how many hours)

zverage time per day dos

manager spend 1n planning fcr future business

operational improvement
less than 1 hour
1 to 2 hcurs
2 tc 3 hours

o s st

mere than 3 hours LhCw many hours)

Affi1liatvion:
none
S~ tho:
plan tu affiil
Holiday Inns
Howard Johnson
Inn America
Imperial 4007
Quality Courts
other {specify)™

v —

If affiliated; aff
franchise

chain

are

yC

If you ars an &sffil
from this affi1liat:
yes
no
not

) LD

1
C1

i
Does the cost of
yes
no
not s-.re

B ]

Who decided whether the
affiliasted:

owner
manager _ n
other (specify)

111

mctel

Ilating
iture

[ =Y

ces the
S

g thk=
snd

1ated throigh:

should cr

en

ted m2tal, 4yl Doel

co14d

nT % b
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20. The decislion to affiliate or not to affiilate was
based on:

good reputation of organization to Jjoin
bad reputaticn of organization te join
dollars and cents figure projection
intnition and beliefs o
previous affiliation experience
other (specify)
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MICHIGAN STATE UNIVERSITY

The Perzonal Inrnterview Procedure o Letter

3chool of Hotel, Restaurant and
Institutlional Manarfement

4CH Eppley Center

East Lunsgicg, Michipan

.

r Sir:

o)
L

A ctudy of Michnigor motelg

oo oy g persoral interview

&

pastroipation in thig guudy.,

Please return the enclozed

woootncr oyes will find 1t pooritle

an hour and a half of ycur tir2
gbcut your motel,
We asgure you thas anv inf

Curing the inuervioew will oy
amywoorYe In o cormnection with vou
.

forryior you glve will be kept

N

The findings of the cver=ll

trne ownerchip and management of

grant us a personal interview,

Fa
1

ndinges will be of interest to

[

I mctrels in Michigar, your maoral 1o one of

We

t> eontritute o

your cooperation

post card irdi~.

{f2r a persoral :ir
rmation vea [fLve

cCr your mTtel

e . L
stlriclLly Cove

study of (b=

VO,

Corw beo v o condir e

i

selected Micaigsn

sircerely hops

e et

anrd
o~

.

ol o

e

-y

1

wWwill be sent to you when the ctudy 15 cormpletad 10 yIu

\

A o e

| T
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We do urge you to return the card indicating that
you will grant a personal interview. Your help 1s reed=d.

If you return the enclosed card indicatirg that ycu
will grant an interview, arrangements for dste ard time
of the interview at your mctel will be made by mail or
rhore in the near future,

Sincerely,

Douglas C. Kelster
Tnetructor

.S, A prelimirary questiorrsaire, part of this study,
was malled to you earlier If you did return
that questionnaire, we thank youw very much. You
will receive a copy of the findings in the very

near future.



5. Trhe Personal Interview Procedure -.- Post Card

Name of Motel:

Address of Motel:

Telephone Number of Motel:

Name of owner or manager who will
grant interview:

1. Yes
I will participate in the Michigan Motel Study and
will grant a personal iInterview. I will expect to
be contacted by mall or phone in the near future
concerning appointment arrangements.

2. No
I can not grant a personal interview and do not wish
t~ be contacted.
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The Personal Interview Questionnaire

QUESTIONNAIRE

Name of Motel:

Address of Motel:

Telephone Number:

Name of Person Interviewed:

Position of Person Interviewed:

GENERAL INFORMATION

1.

2.

Total number of rooms:

Your motel 1s:
1. 1independent
2. chain
3. franchise
4, affiliated

Services offered:

1. rooms

2. restaurant

3. bar

4., swimming pool

5. other (specify)
City:

Location:
1. downtown
2. suburbs
3. country

Year motel was buillt:
If additions were made to the motel,

1. once
2. twilce

3. other (specify)

Number of unlts added:

they were

addea:




9. Business 1is a:
1. proprietorship
2. partnership
3. corporation

10, If affiliated, what organization:

11. If affiliated:
1. franchise _
2. chain

- i
12. Does the cost of affiliation pay for 1tcelf finanmcialiy: E
1. yes _ B {

2. Dno

3. not sure’

12, (0 what was the decisicrn to affiliate or not affiliate
: is

T .-"‘"\-ﬁ(—. (XD

MANAGEMENT

14, What was owner's previous business experience:

15. What was manager's previous motel experience:

. g e e s

16. What is the total number of full-time employees:



17,

18.

19.

20.

21,

ee.

23.

2u,
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What 1s the total number of part-time employees:

What 1s the number of supervisory personnel:

Do you have an organization chart on paper:
l. yes
2. no

Are the owners actlve in management:

1. very

2. moderately

2. seldom

L pot at alT
I. there a hired manager:

1. yes

2, no T

Who sets the operating policy:
l. owner
2. manager
3. department head
4, other (specify)

Who relieves owner/manager for time off:

What 1s owner/manager's educational background:




no
(2l

26,
27.

30.

31.

32.
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What i1s your source for malds:

Who hires the maids:

.- ‘...T.‘

How are maids tralned: i

i

!

|
T .

Who trains the maids:

What 1is the major problem with the maids:

When 1s a room deemed clean:

Is there a written standard for room cleaning:
1. yes
2. no

Who inspects the rooms:
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33. How often are rooms lnspected:

34. How many years has present manager been on Jjob:
35. How many managers has the operation had:

36. Which of the followlng individuals have the authority
to hire and filre:

l. owner

2. manager

3. department head : -
4., other (specify)

37. Are employees Informed as to whether or not the opera-
tion 1s profitable:

1. yes

2. no

I TS 7T T Tatred i -

38. If the housekeeping department needs another maid,
who decides 1if she will be hired:
l. owner
2. manager
3. executlve housekeeper
4., other (specify)

ACCOUNTING AND FINANCIAL

39. Is there a planned program for replacing furniture
and flxtures:
1. yes
2. no

40, What per cent of the annual profit 1s reinvested in
the motel: :

%

41. What 1s the percentage of occupancy (total annual rcom.
occupled dilvided by total annual rooms available for
sale):

42, What 1s average rate per room available for sale (total
annual rooms income divided by total rooms avallable
for sale):




43.

ul,

45.

4e.

hr.

48.

49.
50.

51.
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What is average rate per room occupled (total rooms
income divided by total rooms occupiled):

Most of the money for purchasing the motel came from:
1. proprietorship
2. partnership
3. stockholders
4, mortgage firm

Why did the owners invest 1n motel instead of other
Investment: i

§ — ey
- N LN

What was the source of money for the down payment by
the owners:

1. savings

2. 1nheritance

3. other

Approximately what percentage of purchase price was:
1. mortgage money
2. ownership money

il

Who holds or held the mortgage:
1. bank
2. private Individual
3. 1nsurance company
4. other (specify)

What 1s the rate of interest on mortgage: %

What was original length of time for mortgage:
years.

Was there a second mortgage on motel:

1. yes
2. no



1. yes
2. no _
©3. 1Is the property leased:
1. yes
2. no
54, If the property is leased, is it leased by sale
leaseback:
l. yes
2. no
Y. What method of depreclation is used on the bullding:
1. straight line _
2, sum of years' diglt
5. declining balance
56. What method of depreciation is used on furniture
and fixtures:
1. straight line
2. sum of years' diglt
3. declining balance
5 What do you really feel 1s an adequate return on
motel Investment:
%
5 Is the motel earning an adequate return on cwncr o
Investment:
1. yes
2. no
59. Is the motel currently operating at a profit:
1. yes
2. no
€0. Do you have a budget:
1. yes
2. no
MARKETING
61. Do you advertise by:

223

Was a second mortgage used to finance the purchase
of furniture and fixtures:

1. direct mail
2. radio

3. televislion
4,

road signs

=TT B

& mom——.
e
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5. internal advertising (guest room menus,
signs, etc.)
6. other (specify)
Which method of advertising do you feel 1is most
effective:

have personal contact with your guests:
very much
some

5. seldom
4, never B

Do you

Do you budget a specific amount of money for adver-

tising purposes:
1. yes
2. no

Do you budget a percentage of sales for advertising

purposes:
1. yes
2. no
3. amount

How 1s the amount to be spent for advertising decilded

upon:

Who are your guests:
1. salesmen
2. tourists

3. other (specify)

Do you have a commercial rate:

1. yes
2. no

AT e ey,

PIT S TPy



69.

70.

71,

Te.

73,

Th.
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Why do you have or not have a commercilal rate:

What do you feel 1s your best potential source of new

business:

Whom do you feel is your competition:

What arrangements are you making to meet your competit:c

What do you estlmate is repeat business

1. 10%
o, 203 T

3. other % (specify)

Do you consider affiliation an important form of

advertising:
1. yes
2. no

"ﬁm‘wﬂ [
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75. What is your major problem in the operation of your
motel:




i



