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

1- Case-Based Question:
· Consider a small boutique hotel in Berlin. Would joining a referral association improve its competitiveness? Justify your answer.

2- Evaluate the advantages and potential risks of management contracts for hotel owners.

[bookmark: X9f52295439e039827d716cd4fb07ad6fec4c1b7]1. Case-Based Question: Consider a small boutique hotel in Berlin. Would joining a referral association improve its competitiveness? Justify your answer.
For a small boutique hotel in Berlin, joining a referral association isn’t just a good idea—it’s often the only way to survive against the big international chains. Berlin’s hotel market is crowded. If you’re running a small, independent property, your biggest problem isn’t usually the quality of your rooms; it’s getting people to actually find them.
This is exactly what groups like Small Luxury Hotels of the World or Preferred Hotels & Resorts are built for. The main draw is the distribution network. A standalone hotel simply cannot afford the global marketing reach or the Global Distribution System (GDS) access that a Marriott or Hilton has. A referral group pools the resources of hundreds of independent properties to buy that same level of visibility (Bardi, 2010).
The key here is the word “boutique.” If the owner signed a franchise agreement with a major chain, they’d have to adopt standardized furniture, specific check-in protocols, and uniform branding. That kills the unique, localized vibe that makes a boutique hotel appealing in a city like Berlin. Referral associations don’t do this. They let the owner keep their name, their style, and their operational freedom, while still pushing reservations their way.
There’s also a trust factor. An American tourist booking a trip to Berlin might hesitate to prepay for a completely unknown independent hotel. But if they see it belongs to a respected referral group, that membership acts as a safety net. It tells the guest the property has been vetted for quality (Hayes & Ninemeier, 2009). Ultimately, it gives the hotel the marketing muscle of a massive corporation while letting it stay small and weird.
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A management contract basically splits a hotel in two: you have the people who own the building, and the people who actually run it. For real estate investors who want to enter the hospitality market but don’t know the first thing about running a front desk, this setup makes a lot of sense. But handing over the keys comes with some serious strings attached.
The biggest upside is obvious: you get professional operators. Running a hotel is notoriously complex, involving everything from revenue management algorithms to high-turnover HR. A management company brings in their own trained team to handle the headache. Plus, if you partner with a major operator, you instantly tap into their brand power and loyalty programs. You aren’t starting from scratch; you plug right into their global reservation system. Lenders love this, too. Good luck getting a bank to finance a 200-room hotel build if you don’t have a proven operator attached (O’Fallon & Rutherford, 2010).
The risks, though, usually boil down to control and money. When an owner signs a management contract, they are effectively locking themselves out of the daily decision-making. You can’t just walk in and tell the general manager to cut room rates or change the breakfast menu.
More importantly, the financial goals of the owner and the operator don’t naturally align. Management companies usually take their fee as a percentage of gross revenue, not net profit. This creates a classic principal-agent problem. The operator is highly motivated to push top-line revenue and maintain expensive brand standards because it boosts their fee and protects their global brand. Meanwhile, the owner is the one left paying for those renovations and marketing pushes, watching their actual profit margins shrink (Cullen & Kline, 2014). You’re paying them to run your business, but you’re also paying for them to promote theirs.
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