[image: ]

Introduction to the Hospitality Industry
Assignment 2
15.04.2026











In no more than 500 words, each explain and 2-4 references:

1- Critically analyze the advantages and disadvantages of franchising in the hospitality industry.
· Discuss from both the franchisor and franchisee perspectives

2- Evaluate how franchising contributes to the global expansion of hotel chains.
· Explain the role of:
· Brand recognition
· Economies of scale
· Standardization


Question 1: Franchising in Hospitality — Advantages & Disadvantages
Franchising has become one of the most common growth strategies in the hospitality industry, but it comes with real trade-offs for both sides of the agreement.
From the franchisor's side, the biggest benefit is rapid brand expansion without having to spend their own money on property or construction. The franchisor basically grows their network using the franchisee's capital, while still collecting regular royalty payments based on the property's revenue (Barrows, Powers, & Reynolds, 2011). This creates a reliable income stream with relatively low financial risk. However, the major drawback is the loss of direct operational control. If even one franchisee allows service quality to drop or maintains a poorly managed property, it can seriously damage the brand's overall reputation — and monitoring hundreds of locations consistently is genuinely difficult (Enz, 2010).
From the franchisee's perspective, the advantages are also quite attractive. Instead of building a business from zero, the franchisee steps into a proven model with an established customer base. Guests already recognize and trust the brand, which helps generate bookings almost immediately after opening. Training programs and corporate support systems also reduce the learning curve significantly (Barrows, Powers, & Reynolds, 2011). But the financial pressure is real — franchisees must pay substantial upfront fees and then continue paying a percentage of their monthly revenue regardless of whether they are actually profitable that month (Hayes, Ninemeier, & Miller, 2012). On top of that, creative freedom is almost nonexistent. Everything from interior design to the food served at breakfast is dictated by the franchisor's brand standards, which many operators find frustrating over time (Enz, 2010).

Question 2: Franchising and Global Hotel Expansion
Franchising has essentially become the engine that drives international growth for major hotel chains. Rather than dealing with unfamiliar real estate markets, foreign regulations, and local business laws themselves, hotel corporations partner with local investors who already understand their region (Enz, 2010).
Brand recognition plays a major role in making this work globally. When someone travels to an unfamiliar country, seeing a recognizable name like Marriott or Hilton immediately lowers their anxiety about accommodation quality. That familiarity builds trust before the guest even walks through the door, which directly influences their booking decision (Barrows, Powers, & Reynolds, 2011).
Economies of scale is another big factor. Because franchise networks operate across thousands of properties worldwide, they can negotiate centralized supply contracts for everything from bed linens to booking software at much lower costs than any single independent hotel could manage (Hayes, Ninemeier, & Miller, 2012). This cost efficiency benefits both the franchisor and franchisee over time.
Finally, standardization is what holds the whole system together. A guest staying at a franchised property in Seoul should have a broadly similar experience to one staying at the same brand in London. This consistency is what builds long-term loyalty and drives repeat bookings across borders (Enz, 2010).
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