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The French group Accor and tourism (since 1967): 

Business tourism activities without a mass tourism strategy

Hubert Bonin, professor in contemporary economic and business history at Bordeaux Political Sciences Institute (h.bonin@sciencespobordeaux.fr)

“The Accor paradox” should be the key argument of that case study as the Accor is deeply involved in tourism through a large range of tourist customership without being actually involved in a strong tourism business strategy. If we consider tourism not only as leisure time enjoyed by businessmen/women after their business day but too as activities dedicated to entertainment, holiday time of any duration, tour operating, etc., in fact the Accor group lacks a real power on that market segment in front of huge British and German competitors; if hotel tourism means entertainment journeys and stays abroad – tourism resorts, high life capitals –, there too the Accor group lacks surface in front of American hotel groups: still in 1991 only seven European hotel groups stood by the first twenty ones in front of twelve us ones – with only Accor and Taittinger-Envergure groups on the French side. Did the Accor group deserve therefore such a case study about tourism economy? Its paradoxical profile will underline the strength of the Accor group in the hotel business such as to set up a first rank transnational group, define the tourism strategy followed by the group, but then determine the foibles which hinder the Accor group on the path to emerge as a real tourism group. Although that firm enlivened a quite recent history – in front of Hilton or of Marriott, for instance, which was created as soon as 1927 –, it has ben inserted in the steps followed by tourism history since decades
 and thus has become in itself an actor of that history. That “business story” case study will be scrutinised along classical “business history”, which is pondering the constitution and the evolution of the portfolio of strategic activities and market segments of the Novotel groupe then the Accor group, then the portfolio of management skills of the firm, before assessing the diversification strategy towards tourism, where successively business tourism, mass tourism and high-range tourism will be gauged in order to determine which kind had become the core activity of the group.

1. Towards a transnational group

A brief survey of the history of the Accor group
 should provide clues about the non-tourism culture of the company as it was built on a strategy earmarked to services to businessmen from all professional levels and not to satisfy consumers’ entertainment projects.

A. The assertion of a French specialty: economic class hotel business

The foundators of the Accor group, Paul Dubrulle and Jean-Pierre Pélisson, set up in 1967 a new hotel concept, the economic and standardised class hotel
. At that time, the hotel economy gathered magnificent palaces and high class hotels in capitals and resorts on one side, and basic hotels in touristic areas of capitals or resorts and in business areas of regional towns, downtown or near the railway station; these basic hotels were family owned and managed, ill-equipped and provided a low-key comfort. 

a. The Novotel saga

The Accor group heroes launched thus the concept of Novotel, in the suburbs of Lille, in northern France: a middle level hotel with comfortable rooms and a restaurant, which type could be reproduced all over the country, as a way to convince customers that the quality of services could be reached everywhere. Novotel was more than a hotel: it became a brand name, key to the creditworthiness of a hotel chain where standards of services were available especially to professionals wandering through the country for business trips: commercial managers, sales representatives, etc., all the more that groups of executives could gather there for training or reporting meetings in special working suites or salons integrated within the building itself. The standards of nomadic business people were therefore revolutionised from quite a Balzac pensions era to Novotel modern lifestyle. Far from tourism concerns P. Dubrulle and G. Pélisson built then a chain of Novotel all around France, each hotel standing near a roadblock in order to ease access and visibility.

b. The Ibis breakthrough and its followings

In the meanwhile the company imagined a less expensive type of hotel, the Ibis chain, for middle executives and businessmen; started in 1974 through a special subsidiary (Sphere, cofinanced by the Suez financial group trough its subsidiary Compagnie La Hénin), it grew up rapidly in every town suburbs (one new hotel a month), and as soon as 1988 the Ibis chain numbered 182 hotels in France. The drift toward economy hotels concept led in 1985 to a far more attracting type, the Formule 1, in fact not a “formula 1” and high life standard but conversely low key lodging: small rooms, cheap furniture and equipments, collective commodities, no joined restaurant; but the concept flourished too. These successes spurred the group to acquire in the usa in 1990 a similar low range chain, Motel 6, equipped with 540 hotels in 42 states, which was refurbished in order to reach quality standards required by the group. The group gathered in May 1993 about a thousand low-range hotels (750 Motel 6 and 277 Formule 1).

Far from tourism the Accor group asserted itself as the world leader in economy class hotel business, which became some kind of a “French concept” – as a few other groups followed the path and set up their own chains, especially the Taittinger-Envergure group (with Campanile). Whereas American and British groups developed their high level hotel chains, Frenchies conquered strong positions on the lower levels.

c. A wave of external growth

The leading position of the Novotel group (the predecessor of the Accor group group) was reinforced in two stages. First it bought a competitor which had tried to challenge its leadership on the Novotel segment (3 stars) without being so efficient: the Mercure chain joined the group in 1975 and became one complement to Novotel in the middle-upper class range as its hotels could be less standardised than the Novotel ones and thus more adapted to the inner city environment where they generally stood.

Second and more decisively, the Novotel group succeeded in 1990-1991 in taking the control of Compagnie internationale des wagons-lits (ciwl)
. Whilst managing restaurants on board of railways in France and all over Europe and a very few sleeping-cars (thus “wagons-lits”) on some trains – the remnants of its glorious past as the provider of luxurious sleeping-cars to travelling bourgeoisies since the end of the nineteenth century – ciwl had extended its activities portfolio to hotel business through several chains which the Novotel group conquered: to the Novotel and Mercure chains it added then the plm and Frantel ones which had just been grouped under the Altea brandname; to Sofitel were joined the high level hotels Pullman; to the Ibis chain it added the Arcade one, which disappeared, paving the way to a new hotel concept located downtown, Etap Hotel, which introduced the Novotel group more resolutely within inner cities. All in one ciwl brought to the Novotel group 288 hotels
 in 1991. It got access too to a firm specialised in the catering management for companies or institutions through collective restaurants for employees at noon.

B. Towards some hints of glamour?

Far from suffering from a complex of inferiority in front of large palaces or high level hotels groups, the Novotel group had to consider anyway the segment of top businessmen and executives travelling from a market place to another to build the multinational economy. The Novotel or even the Mercure concepts were no more relevant to lure that high purchase power stratus. Happily the Novotel group got the control – in several stages – of a failing company set up by a harsh tycoon, Jacques Borel, who posed himself as the (French) king of glamourous hotels: since 1972 the firm Jacques Borel International had established numerous Borel hotels and hoped that his name would equalise that of Ritz or Hilton…In 1975 it had purchased the Sofitel chain, a high level but money losing one; and Jacques Borel International did not succeed in grappling the management of such a group; it became choked by overdebt and its bankers condemned the manager himself, Jacques Borel: he had to cede his group to its creditors
. 

The Novotel group got the opportunity
 to buy a majority in Sofitel in 1980 and to manage the Jacques Borel International group in 1980-1983, then to get its entire control in 1983; it reached therefore access to the upper level of the hotels range, through a unified brand name, Sofitel, which became the flagship of the group, as it had to assert itself internationally through a prestigious brand in front of groups which had already built large networks of such hotels like Marriott or TrustHouse Forte. It acceded at once to the high flying businessmen and chief executives class and hoped to capitalise on the reputation of Sofitel to set up fresh and profitable customership. Even if the group failed to purchase the Méridien chain in 1994, the Sofitel chain provided the fifth world network of high class hotels: 37 in France, 68 in Europe (besides France) and a total of 150 in 50 countries in 2001, complemented by hotels managed by the Accor group with the Sofitel brand but belonging to other companies.

Such a conglomerate of brands confused the image of the group which had to adopt a new financial trade-mark under the label Accor in 1983 when Jacques Borel International and Novotel-sieh merged. Through that label, the Accor capital was floated on the Paris Stock Exchange in the same 1983 year.

C. A world-wide reproduction of the French process

The strategic scenario reached new stages as the Novotel group then the Accor group followed a strategy of duplication of the French model and the diffusion of the French hotel concepts on foreign markets since the end of the 1970s. The Ibis, Novotel (and Mercure) and Sofitel trade names appeared in suburbs or highways crossknots all over industrialised European countries: Germany, Italy, Spain, The Netherlands, Belgium or the United Kingdom. Asia welcomed the group too as Ibis and Novotel conquered some capitals. The Sofitel flag was raised in affluent corners of international metropoles and was used as a key way to promote the creditworthiness of the entire group in front of reputed competitors. Roots in the usa deepened as the Motel 6 chain was joined by the Red Roofs Inns one, a two stars hotels chain, in the like of Ibis, which provided the group with a two-pronged network there.

Even if success was met in the Netherlands where the Accor group became the leader, observers underlined anyway that in the 1970-1980s the Novotel concept had failed despondently first in Great Britain, Switzerland, Italy, Spain and – for a time – in Belgium in the 1970s, then too in the usa: high class consumers were more used there to the semi-luxury chains (Hilton, etc.) which might appear more adapted to their taste than semi-standardised hotels like Novotel. In the usa 90% of hotel rooms still belonged to local us chains in the 1990s. It appeared that “the Novotel model” wasn’t perfect and easily and everywhere transferable, even in neighbour countries like Italy or Spain. This led for instance to the use of the Mercure brand to short-circuit that corporate image deficit: that brand overpassed Novotel abroad, with a boom from 14 units in 1975 to 655 in 2001 (73.000 rooms), more that the Novotel chain (341 and 58.000 rooms). The group proved thus its resiliency as it avoided to stick to a stubborn policy and chose ways of diversifying its services offer. 

That diversification led to rally the concept of “residential hotel”, with small apartments equipped with kitchen, as this formula had met some success among executives staying several days in the same location and wishing to get access to an individual apartments-like type. That policy was adopted in Brazil where the Accor group emerged as the leader on that segment with the Parthenon chain (75 units in 2001).

In the 1980s the strategy of European and African development was clearly a success with (in 1984) first ranks in Africa, Western Germany, Belgium and the Netherlands. It was joined by a move towards Asia: a subsidiary appeared in 1982 and was equipped with 81 hotels in 1995. Anyway even if in 1986 the Novotel group had already reached the eight rank among hotel groups and the second one in continental Europe and Africa, it remained mainly a Frenchie as 334 out of 534 hotels were still lodged in France where were located 33.000 rooms in front on 29.000 abroad. The priority to the internationalisation policy got more momentum in the second half of the 1980s successive moves, for instance in the usa and in Asia with a first hotel in Singapour in 1982; China itself was penetrated in 1986 (through a mere management contract in Beijin) but afterwards left as management problems became too much acute at the beginning of the 1990. The strategy in Asia evolved rapidly therefore: whereas the low range chains were the key axis of growth in North America, Asia welcomed a  multi-faced strategy as several brandnames were transferred here (Novotel, Ibis, Mercure) through a subsidiary created in 1993, the Accor Asia Pacific Corporation, which adopted a flexible policy in each country through local partnerships.

	The internationalised Accor hotel business

	
	1999
	2001

	France
	30%
	49%

	Europe
	19%
	

	North America
	36%
	32%

	Asia and Pacific area
	7%
	11%

	Africa and Middle East
	5%
	4%

	Latin America
	3%
	4%


2. A strategy of rapid growth and profitability

Such an easy development from scratch always raises questions about the skills, charisma, leadership and stamina of the managers of such rapid-upward-trackers. Were Dubrulle and Pélisson exceptional tycoons able to build a multinational and diversified group in a quarter of a century? 

A. A successful strategy

The figures prove the perceptiveness of both founders of the group and the validity of their strategy. The upsurge of the group’s hotels and number of rooms was spectacular as growth gathered momentum in the 1970-1980s; in the second half of the 1980s for instance the group opened between 50 to 60 hotels a year; anyway the hotel business provided only 40% of the global turnover as restaurant, catering and Le Ticket Restaurant activities fostered their own developments. But the growth rhythm kept its force in the 1990s owing to the multinationalisation of the hotel business; in 2001 organic growth provided 58% to global growth and external growth 42%.

	The developement of the Accor group

	
	hotels
	rooms
	Turnover (thousand frf or euros)
	Net profits

(thousand frf or euros)

	1970
	7
	
	
	

	1976
	130
	
	
	

	1980
	283
	
	
	

	1983
	414
	
	
	

	1986
	534 

(334 in France)
	33,000 in France; 29,000 abroad
	
	

	1983
	406 managed

(40,000 employees)

47 Sofitel
175 Novotel
50 Mercure
116 Ibis
	
	
	

	1984
	445
	50,000
	
	

	1987
	713
	
	
	

	1988
	812
	
	14,9 frf
	450 frf

	1989
	856

2,712 restaurants

80,000 employees
	
	18 frf
	575 frf

	1990
	
	
	22,8 frf
	1,004 frf (consolidated)

	1991
	
	
	
	949 frf

	1992
	
	
	
	802 frf

	1993
	
	
	
	615 frf

	May 1993
	750 Motel 6
277 Formule 1
	
	
	

	1995
	81 hotels in Asia
	14,500 in Asia
	
	

	1997
	
	
	4,843 eur
	230 eur

	1998
	2,577 
	288,000
	5,623 eur
	297 eur

	1999
	129,000 employess
	
	6,105 eur
	352 eur

	September 2000
	168 hotels in 16 Asian countries (20,000 employees)
	29,000 in Asia
	
	

	2000
	
	389,000
	7,007 billion eur
	447 eur

	2001
	150 Sofitel in 50 countries (37 France; 68 elsewhere in Europe)
	
	7,290 billion eur
	474 eur

	
	341 Novotel hotels
	58,000
	
	

	
	655 Mercure hotels
	73,000
	
	

	
	3,700

147,000 employees
	416,000 in 90 countries
	
	


B. Various means of financing

The development strategy of the Novotel group or Accor group has been clearly a dual one with an organic growth owing to the spreading of the various hotel concepts and trademarks and on the other side with an external growth owing to the purchase of several hotel chains on the diverse business segments.

a. Partnership in financing

That very growth and the purchasing policy had to be financially sustained. A path was financial partnership with financial groups which accompanied the Novotel group through a specific project: the Compagnie financière de Suez
 became thus the partner of the Novotel group in Sphere, the subsidiary in charge of the building of the Ibis chain. The charges were then shared between the partners, but benefits too; it allowed the Novotel group to alleviate the load of initial investments and, through the blue stamp provided by the Suez reference, to get an easier and better access to banks’ credits. The Novotel group had indeed to convince the Paris market of its creditworthiness as its hotel business project might have appeared as audacious and revolutionary.

On a far larger scale, the Novotel group or the Accor group looked for alliances in order to mix financial companionship and some kind of letters of introduction on foreign markets. Partnerships were thus set up to establish the groups in Western Europe: alliances were reached in Portugal with the Amorim group, in Italy with the Agnelli group (through the Sifalberghi subsidiary, created in 1990), both first for economic class hotels (Ibis). In Asia investors from Australia joined the Accor group which spread hotels all over Asia: the Accor Asia Pacific Corporation was set up in 1993 after the purchase of majority stake in an Australian company, Quality Pacific Corporation; the Accor group owned then a mere stake of 23% in that Accor Asia Pacific Corporation which was quoted on the Sydney and Hong Kong stock exchanges in 1993-1994 which allowed to raise $600 million and thus avoided overdebt all the more than local investors cofinanced the new buildings here and there;. A parallel policy had been followed in the Middle East through the association with a hotel subsidiary of Pakistan Airlines, the Minhal group. The acquisition of Motel 6 was completed in fact through a fresh financial subsidiary (IBL, with 40% to Accor group), the capital of which welcomed for 60% banks (Société générale, Caisse des dépôts, Indosuez, etc.) that promoted thereafter the bonds issuing to finance the operation. 

On a lower and day to day level numerous hotels were in fact financed by investors, financial ones (through real estate leasing systems with specialised banks) or more generally entrepreneurs who invested their patrimonial money and managed one or several hotels using the franchising of the Novotel group then the Accor group. That way was followed for numerous Novotel units as the high return on investment lured investors. which owned only about a half of the buildings of its hotel chains in the 1980s and a little quarter in 2001: 23% whilst 42% are rented units and 35% managed units owing to franchising or subcontracting.

	
	Owned by the group
	Managed through franchising
	Managed under mere management contracts

	1983: 406 hotels
	207
	101
	98


b. Externalised financing

Last the group succeeded in finding resources by itself; besides cash flow, the Novotel group joined the Paris Stock Exchange in 1983; the founders chose a brave policy which avoided to confuse their patrimonial interests and the fate of their company: they resolved to float the capital of their firm. It drew several finance and bank investors, sacred original partners: Société générale, Suez, for instance. More and more the capital structure became commonplace as it seduced large blocks of investors either institutional or personal. That capital basis served as a leverage force to raise its debt ceiling either through banks credits or more and more through bonds issuing. The balance between a rapid growth strategy and the requirement of sane financial ratios. That was in fact the main obstacle to growth: on several times opportunities had to be rejected as the group perceived as too expensive some hotel firms being for sale: the Hilton International chain
 in 1987-1988, the Méridien chain in 1994, bought by Forte – although it was sold by French State company Air France, which left observers imagine that the Accor group’s mission was to acquire Méridien to preserve French national interests whereas Air France only tried to get a better price for its assets. Disappointment could therefore be perceived here and there among group executives or newsmen; but the survival of the group was at stake which required to put brakes on expensive external growth all the more than some purchases appeared a posteriori overpaid (Motel 6: 1,3 billion $; 7 billion frf or 1 billion euros as it had been bought at the apex of an economic boom just before the 1993-1995 slump; ciwl: 5 billion frf).

Harsh arguments even took place on the Paris market in the midst of the 1990s about the fate of the Accor group: could it financially bear such a money-consuming growth (for instance 1 to 1,2 billion frf a year for investment in the second half of the 1980s), resist to competition and assume the charge of worldwide development? The debt load reached 13,9 billion frf in 1993 and equalled 94% of the permanent funds; the debt service absorbed a hevy chunk of currents profits; net profits crumbled from 800 million frf in 1992 to 615 in 1993 . The ability of the aging founders to manage the group was also questioned. 

In fact the transition was achieved smoothly; the main stock-holders did not  give up the company
; both founders semi-retired as co-chairmen of the board whilst managers were promoted at the direction committee with Jean-Marc Espalioux as ceo January 1997. As a financier
 he reassured the Paris market and defined axis of priority about the activities strategic portfolio: the catering branch Eurest was sold to the British Compass group in 1995; numerous hotel buildings were transferred to investors and thus their ownership externalised; and the group followed a track of drastic economy policies. Banks brought fresh credit lines in the 1990s; bonds were issued (2 billion frf in 1990, convertible into shares); and the load of debt in front of permanent funds decreased from 70-75% to 55-60%. The Accor group could thus face a new step of growth in the second half of the 1990s as investments had to follow a tense rhythm especially in Asia; the debt load could be curbed
.

C. The assertion of specific skills in the hotel business

Business history has to cope with specific immaterial factors which constitute in fact the unmeasurable capital of each firm. First some kind of commando spirit propelled the team of founders and early managers towards altogether personal and company achievements; beyond both presidents, that was the case for instance for Robert Molinari at the head of Sphere-Ibis in the 1970-1980s; as everuty branch of the group had to been set up from scratch it ought to have spurred some entrepreneurship at whatever level of the executive staff.

Second a portfolio of skills and techniques were little by little defined and duplicated. Both founders had no links with the hotel business and they tackle it along mere marketing and finance points of view: Dubrule had studied commercial skills as a research assistant to Bernardo Trujillo in Dayton in 1962-1963, the “king” of new mass marketing and sales methods in the 1960s; Pelisson had lived a first carrier as an executive by ibm Europe.

· The initial logics of the chains set up the basic principles: each building ought to be conceived along industrialised architecture schemes in order to lower the costs; hotels were conceived more by engineers than by architects prone in esthetics; rooms volumes (24 m² for the first Novotel hotels), forms, equipment had to be standardised; cost-consciousness was thus the key device of the development policy so as to reduce amortisation costs, debt, and even management costs. As a huge majority of hotels were established in the suburbs areas the real estate costs are far cheaper than for high hotels downtown, which allows a more rapid amortisation of the expense.

· As for these latter, charts precised drastic methods of day to day management for the catering to integrated restaurants to the services to rooms. For Novotel a ratio of one employee for every three room was for instance scheduled – as the room cleaning service constitutes about 6 to 7% of the customer’s bill. Everything was to be measured, evaluated, standardised and translated into codes of daily action; every experience has to be shared within the chain between hotels so as to accelerate the transferral of little successes. 

· Marketing techniques were mobilised from the start – as they emerged precisely at that times in the 1960s. Customers had to be drawn towards the chains through numerous methods of enticement. Institutions had to be prospected to be offered packages (seminars rooms, restaurant services, room accommodation). 

· Rapidly a centralised booking system, Resinter, was set up within each chain so as to ease the move of business customers.

· In the meanwhile was developed since 1993-1994 a centralised wholesale purchase system on several levels (worldwide, national, regional) in order to spur economies of scale and reduce buying costs; Scapa, a dedicated subsidiary was set up, as a purchase unit, whilst another subsidiary, Devimco, managed the purchase and even the conception of hotel equipments.

· The professional level of human force was defined and standardised in order to set up an internal employment market, to find out and promote executives along the various scales of hotels and tasks; the Accor Academy cas founded near Paris as a turning point of the training for these recruits and executives. 

· The sense of responsibility of these executives was stimulated whatever the job level (bartender, restaurant manager, hotel manager, etc.) as a way to reach some decentralised modus of management, more adapted to the requirements of local environment. This modus operandi was accompanied by a drastic reporting system of analytical accounting.

· The management of basic labour forces reached acute requirements – with side-effects on social relations and the recruitment as (legal) immigrant workers were often employed in developed countries, which explains recurrent argument about the social policy of the group; but externalisation of room catering which had been systematised in France in the 1990s had to be given up here and there as the quality of the service had decreased because of bad conditions of employment and salary among subcontracting firms; and in 2001-2002 these latter don’t seem able to provide enough good working conditions to most of their employees which led the Accor group to negotiate general social rules with the French subcontractor group in Decembre 2002 as it intends to proclaim its attachment to a quoted company respecting ethical and social requisites.

· All in all these presently commonplace techniques helped the group to reach higher returns on each room, a better occupancy ratio. One motto – accompanied by a lot of techniques – was the “revpar” (revenu par chambre), the financial net return by room; this required the use of harsh techniques of reporting of course and the key role of financiers within the management of the group.

This range of skills explains not only managerial success but too the attractiveness of the group for investors in hotel buildings or owners of hotels: they trusted the group more and more and had transferred the management of their units, from the Sheraton hotel in Yaoundé (Cameroun) in 1976, which adopted the Novotel brand to numerous hotels all over the world (even in communist Vietnam…).

D. The emergence of a leader group

The initial strategy had been therefore led to its completion: massive investments explained a massive European networks of several chains of mostly standardised hotels. The importance of the economic range provided the group with constant revenues and thus flows of cash as this kind of hotels are much less depending on conjuncture cycles than luxury and high class hotels, linked with grande bourgeoisie humours and fortune and with the companies’ budgets earmarked to their high level executives, which are restricted during slumps. Globally it is estimated that the low and middle range hotels management by the Accor group provided a return on investment of 15% whereas luxury hotels management is supposed to reach about 2% – but the goodwill value of the luxury and high class hotels chains is far higher that for a standard hotels chain in case of ownership transferal.

	Type of hotels within the Accor group in 2001

	High class and luxury
	7%

	Middle class
	35%

	Economy class
	58%


The “Novotel saga” which started modestly in 1967 was crowned with tremendous success and of rooms managed by the Accor group reached 416,000 in 2001. The Stock Exchange capitalisation of the Accor group was impressive (for instance 20 billion frf in 1990; 9,3 billion eur in March 2002. The number of shareholders grew as a sign of trust towards that French flagship
. Of course the predominance of Anglo-Saxon groups has not been shaken all the more than new competitors appeared at the end of the 1990s with both British Bass (which bought Intercontinental in 1998) and Granada (which bought Forte in 1997) whilst the us groups kept their strength (like Marriott which bought Renaissance in 1997). Among the 200 leading hotel chains in 1997, 65 were owned by 35 US groups and provided 56% of the rooms park. Even France didn’t escape their power as the Choice group, for instance, purchased the Primevère chain in the 1990s (145 hotels), precisely on the economy class segment favoured by Accor
. 

The Accor group anyway reached the fourth rank among hotel groups in 2001, far before other continental Europe groups as the German tui was only 13th (75,000 rooms in 284 hotels), the Spanish Sol Melia 12th (86,000 rooms in 347 hotels) and the other French one, Envergure, 14th (69,000 rooms in 940 hotels
); only two other European groups were able to compete with the American ones, the British Six Continents and Hilton Group. 

	The leaders in hotel business in 1998

	
	hotels
	rooms

	Holiday Inns 
	1.645
	327.000

	Hospitality franchise systems
	2.298
	289.000

	Best Western International
	3.370
	266.000

	Choice Hotel International 
	2.295
	214.000

	Accor
	1.875
	213.000

	Marriott
	698
	161.000

	ITT Sheraton
	423
	131.000

	Hilton
	257
	94.000

	Forte
	853
	76.000

	Hyatt
	159
	75.000


	The leaders in hotel business

	1998
	2001

	
	hotels
	rooms
	rooms
	hotels 
	

	Cendant us
	5.623
	504.000
	554.000
	6.624
	Cendant

	Bass uk
	2.606
	453.000
	507.000
	3.234
	Six Continents (ex-Bass) (with Holiday Inn)

	Marriott us
	1.443
	303.000
	427.000
	2.333
	Marriott

	Choice us
	3.474
	292.000
	416.000
	3.654
	Accor

	Accor
	2.577
	288.000
	363.000
	4.545
	Choice (Comfort Inns)

	Starwood us
	552
	189.000
	320.000
	1.934
	Hilton us

	Promus us
	1.118
	165.000
	312.000
	4.109
	Best Western us

	Hilton us
	254
	102.000
	226.000
	751
	Starwood

	Carlson us
	487
	96.000
	135.000
	795
	Carlson Hospitality Worlwide

	Hyatt us
	173
	77.000
	94.000
	385
	Hilton uk

	
	
	
	92.000
	214
	Hyatt 


	Some chronological landmarks

	1957
	Creation of the Borel company in the restaurant business

	1963
	Creation of Sofitel (with the support of the financial group Paribas)

	August 1967
	The first Novotel hotel in Lille

	1968
	Second Novotel, in Colmar

	1970
	Seven Novotel in action

	1970
	Creation of the Jacques Borel (three stars) hotels

	1972
	A dissident executive launched th Mercure chain; first Mercure in 1973

	1972
	The Jacques Borel group entered the hotel business

	1972-1973
	First Novotel in Belgium, Switzerland and Great-Britain

	1973
	The first huge Novotel hotel in Bagnolet, a Paris Eastern suburb (600 rooms)

	1973
	Creation of the Ibis chain; the first one in Bordeaux in 1974

	1973
	Purchase of the Courte-Paille grill-restaurant chain

	1975
	Novotel bought the ill managed Mercure chain

	1975
	CIWl launched the Arcade chain

	1976 
	Jacques Borel International purchased Sofitel

	1976
	First hotel in the Netherlands

	1977
	Jacques Borel ousted from its charge by bankers

	1980
	Novotel group bought Sofitel and managed Jacques Borel International

	1982
	First hotel in Asia, in Singapour

	1982
	ciwl bought the plm chain

	1982-1983
	Struggle between Novotel and Sodhexo for the control of Jacques Borel international

	1983
	Merger between Novotel group and Jacques Borel International

	1984
	The first step towards the thalassotherapy strategy: purchase of the Quiberon unit

	1985
	ciwl bought the Frantel chain

	1985
	Purchase of the high class restaurant group Lenôtre

	1985
	The Formule 1 chain

	1986
	First bridgehead in China

	1987
	ciwl federated its hotels under the brands Pulman and Altea

	1987 & 1988
	The Novotel group missed the opportunity to purchase Hilton International

	1990
	Acquisition of Motel 6 (created in 1962)

	July 1990
	Stakeholding in ciwl

	1990
	Joint venture in Italy with the ifil

	1990
	Partnership with Viajes Ecuador in Spain

	1991
	ciwl under the control of the Novotel group

	1991
	The Mercure chain absorbed the Altea one (inherited from ciwl, with 200 hotels)

	July 1993
	Purchase of a majority stake in Quality Pacific Corporation (Quality Inn) absorbed by the freshly created Accor Asia Pacific Corporation

	1995
	Sale of Eurest to Compass (collective restauration and food catering)

	1999
	Acquisition of the Libertel chain (45 two stars hotels and 2.600 rooms in France and Belgium)

	1999
	Acquisition of Red Roofs Inns (created in 1972 in the Middlewest)


3. A strategy dedicated to tourism?

As perceived through the story of that firm one can’t perceive a somehow glamour or jet-set spirit all over the group: a drastic sense of economy, austere methods in reporting and economies of scale, a positioning on economy and middle-range segments of the hotel sector for businessmen and professionals are factors rather opposite to tourism; a huge mahority of Accor hotels don’t diffuse a festive mood on day to day nights... What part could thus tourism play within the strategy of the Accor group?

A. Tourism as a second-rank policy?

In fact in the first decades of the group’s story tourism was considered only as a side-effect of the core business, as a way to complement customership when professionals and business got back home during week ends, therefore to reinforce the average rate room occupation, thus an additional activity, but in no case a key activity of the strategic portfolio. Numerous hotels lured for instance people moving on holiday departure and return times – as a mere stop place towards or from ski or sea resorts... – and one chain of the group (some kind of Ibis but downtown) is explicitly called Etap Hotel... 

Since the 1980s the group has launched a systematic policy to lure such a customership on week ends or small vacation stays through attractive tariffs ranges for families, etc. – but always in order to reduce the room vacancy rate. As the way of life is privileging more and more short holiday time – owing to reduced week time, for instance in France and Germany with the “35 hours week” – or short journeys from aging babyboomers travelling by themselves or visiting their family, that outlet segment has been raised to an explicit sales program through an advertisement policy
 and the use of the centralised booking system to ease direct hotel from hotel accomodation. The results are probing as the attendance of the hotels has reached some balance between business and leisure:

	Customership at economy class hotels of the Accor group in 2001

	
	Number of hotels
	Number of rooms
	Part of business attendance
	Part of leisure attendance

	in europe

	Ibis 
	583
	61.000
	55%
	45%

	Etap 
	236
	18.000
	50%
	50%

	Formule 1
	363
	27.000
	50%
	50%

	in the usa

	Red Roofs
	360
	40.000
	55%
	45%

	Motel 6
	814
	85.000
	40%
	60%

	worldwide

	Novotel
	
	
	65%
	35%

	Mercure
	655
	73.000
	55%
	45%


	Kinds of customership at the Accor hotels in Africa in 2002

	Total number of rooms in 68 hotels
	6,600

	Customers from Africa itself
	48%

	Customers from outside Africa
	52%

	Business individual customers
	76%

	Business grouped customers
	15%

	Individual tourists
	5%

	Grouped tourists
	4%


B. Tourism as a global strategy toward high and middle class customership

The patchy knowledge drawn from these experiences had to be valued through a slow byt strong move towards a more asserted strategy in tourism. Three factors were at stake: the room occupancy rate; the higher return margin gained on services to a majority of leisure customers; the corporate brand image could benefit from such a glittering policy as it could add some glamour to the institutional position of the Accor group, which had been a concern since the floatation of the equity: it helped to improve “brand awareness” as it was assessed by opinion surveys
.

a. Sofitel as a key leverage to brand image

The Accor group went on promoting the Mercure and Novotel brands as core business on upper-middle segments, especially in foreign metroples; their restaurants became instruments to promote “the French touch” abroad and some of these units’ architecture and services provided customers with a “leisure mood” which could balance the business mind borne by a majority of these customers – one example, the Novotel units in Beijin and Shanghai or the fresh ones opened in Turin,  Wellington (New Zealand), Moscow or Osaka (the first Novotel esablished in Japan) in 2002. 

In the meanwhile the Sofitel brand became the key leverage to sustain the corporate image abroad: “new émotions” [sic] became the motto around that Sofitel brand in 2002-2003 to accompany the rebuilding and strengthening of the brand reputation in front of luxury and high class brands all the more than most of these latter were being reshaped after their insertion into new restructured groups created through mergers. Sofitel hotels were redesigned or opened in main world metropoles (Köln, in 2002), of course first to business customers but too to high class leisure as some Sofitel units appeared in Cancun, Marrakech, Venise (February 2003). The Sofitel brand allowed the Accor group to start a new offensive in the usa beyond economic-class hotels after it had failed to develop the Novotel concept there: Sofitel units in Washington and Chicago became thus the beacon of the group in the usa.

b. To follow businessmen and professionals beyond business

One strategic path followed by the Accor group was to follow its basic customers beyond their day to day business activities; it is a classical case study to show how groups extend their strategic portfolio to activities linked to their core ones or to new services served to the same customers basis. The group defined thus fresh outlets among leisure activities mainly attended by its core customership as that latter wished to alleviate the load of the psychological or physical stress imposed by its way of life. New pieces of the puzzle gathering elements out of the high or middle classes’ and of businessmen and professionals’ life were thus designed. The Accor group accompanies them further down their life. Five key elements were set up. 

First, the Accor group joined its business core activity and its leisure strategy as its prospected a fast growing market, the incentives services. More and more firms are gathering their executive or sales employees in week end or short holiday stays as a gift for the best ones or as a way to consolidate corporate culture througha mix of seminars and collective leisure time (sometimes with both members of couples). The Accor group started therefore “Incentive House” as a trademark for that activity either for group accomodation and services or to provide firms with individual leisure vouchers to be distributed to meritant employees.

Second, the Accor group developed one core activity, the congress management, as it became one key mean to fill up hotels; beyond mere seminars or day to day meetings, such congresses, especially the internationalised ones
, gather somehow important and even huge (several thousands sometimes) groups; the hotels use then to complement the meetings with the whole range of “receptive skills”: tourism tours, catering, restaurants, travel management, etc. No more a mere complement activity, the congress segment has asserted itself as a high profit margin outlet. A “ploughing back” policy emerged too in 1998 when a specialised network was established within the Accor group to promote its hotels and such incentives or congress services among worldwide corporations: an ‘elite’ taskforce of 550 sellers was grouped in 22 desks (12 abroad, 10 in France) in order to centralise offer to the various ranges of traval, accomodation and leisure services of the group (business accomodation, meeting incentives, congress and exhibition side-services, leisure for groups, airflight booking).

The tourism strategy went somehow further, far beyond segments strictly linked to business activities: Accor wished to accompany its high and middle class customers up to their leisure activities. This can explain some developments on specific tourism segments. A third tourism segment explored indeed was the management of hotels established in ski resorts, especially Novotel ones, in order to get a small chunk of that lodging outlet.

A fourth segment was touched and on a more intense rhythm of development as the Accor group became one of the French specialist of thalassotherapy and balneotherapy (seawater spa treatments). The purchase of the Quiberon thalassotherapy unit in 1984 paved the way to a successful strategy as it became fashionable to “resource” executives and their couple and to aging or ever-young upper-middle classes. Hotels were linked with health services in seaside resorts, one essay being Novotel Carnac (in Britanny) adn this “model” was duplicated since then. A subsidiary, Thalassa International, was dedicated to that activity, which extended its scope by the takeover of hotels in classical thermal resorts, under the Thermale de France chain, which invested to reshape hotels joining the group so as to reach its quality and management standards. Such an activity was promoted as a core business at the beginning of the 21st century under the name Accor Thalassa, with a few market segments: spa centers; fitness, beauty and health services; thalassotherapy and aquatherapy services – all linked to hotel activities, while more and more hotels added such services to their classical activity and while tour-operating business was more and more added as complementing the health & fitness business in the “package” program, through a transversal “welfare offer”. From 90,000 in 1998, customership at Accor health & fitness business grew to 150,000 in 2002 (80% from French origins)
 and a network of 40 sites was reached in 2004 after twenty years of development.

To complete that tourism strategy oriented towards high and middle class customership, a fifth segment was conquered by the Accor group as it endeavoured to discover a sensible activity, gambling and casinos. That market segment had to be tackled in respect with the power already in the hands of international groups all over the world and especially in the Anglo-Saxon area – betting and gambling activities provided the Hilton International group (outside the usa) with 40% of its turnover in 2003 – or of specialised French groups like the Barrière group (from Deauville) or the Partouche one, and in respect with legal matters in order to avoid bad money laundering, tricky gambling and racket, etc. This explains the low key approach adopted by the Accor group: it chose first to be a partner of the Barrière group through a minority stakeholding and to develop its own casinos on a slow path. It purchased then in 1997 the Société de participation et d’investissement de casinos (spic) and developed it thereafter, in fact alongside its traditional policy of enlarging the potential customer basis of its hotels as it linked its casinos to its hotels, like in Bordeaux since 2002. All in one almost twenty casinos are thus available in 2003, mainly in France but with three abroad (Malta, Dinant in Belgium, Courrendlin Délémont in Switzerland); but the group remained prudent as it did not get submitted to some exhilaration caused by the gamble gambit! Its progression kept a slow path; it refused to overbid the Partouche group for the purchase of an important French casino chain
 in 2002 and decided to get out of the Barrière group in 2002 as it could not reach an effective control of that familial firm: that partnership had brought knowkledge management in that delicate area but not durable attachment to the group.

The Accor group ploughed back its traditional customer basis in order to be present all along its professional and (individual or collective) leisure life. The outcome of that systematic approach of these various market segments was of course to fill up the hotels of the group; the famous “revpar” depended first on “revenue”, which depended on its turn on the room occupancy rate. But the side effects of that “room-filling policy” assumed more and more importance: first the restaurant and bars attendance; second, the development of higher margin activities (health, gambling, touring services). One clear result of that evolution was that the chain of skills was much extended in the 1980-1990s owing to the diversification to several kinds of tourism.

C. Accor towards mass tourism?

These skills could then be extended to classical concepts of tourism management and even mass tourism, but always with the Accor group’s traditional concern, “room occupancy first!”. 

a. The management of tourism and travel agencies

The purchase of ciwl at the beginning of the 1990s established the Accor group on a specialised tourism segment, travel agencies. ciwl had extended a network of such outlets first to promote and sell its railway services (sleeping seats, notably), second to become a travel seller. It had reached 1,700 shops and 7,000 employees in 1993 mainly in France but in other European countries too (Belgium, etc.) in front of competitors (Havas Voyages, Thomas Cook, etc.). In fact that activity was perfectly fitted to the Accor group core business dedicated to corporate institutions and professionals as 70% of ciwl turnover as fostered by orders from these very market segments, especially firms (about 50,000 were customers) for their employees’ travels. 

The ciwl agencies network merged with the Carlson one in 1993 as a joint venture: the Carlson company
, solidly established in the usa, chose that alliance in Europe to enlarge its geographic scope on continental Europe where ciwl was much stronger: a sales force of 4,000 outlets in 140 countries (with 14,500 employees) was thus constituted along the trademark Carlson Wagonlit Travel. The Accor group had inherited therefore the half of that common subsidiary. Its strategy consisted then to extend that business to leisure activities, expecially to individual customers. An external growth policy was set up: an ex-sncf French railways subsidiary, Frantour, was purchased. A systematic policy of alliances was concluded with several franchised network of independant agencies, an important one, Selectour, and several smaller ones issued from networks set up by regional newspapers’ groups. These various initiatives led to anetwork of about 300 travel agencies all around France itself. In the meanhile a partnership was established with the Spanish agencies network Viaje Ecuador in 1999, before another one with the main Italian one c it (rich with 4 million customers) in 2000: joint subsidiaries were set up to manage specialised agencies in France, Italy, Spain, Belgium and Switzerland.

These networks could be usefully mobilised to promote the Accor group services and brands as it well known that preferential locations on software booking programs are gained by airflight, tour operating or hotel companies along the links they entertain with the centralised access entity. Printed or digitalised catalogues, booking forms and promotion or discount campaigns of the Accor group could thus be favoured through that network – without any monopoly anyway as the networks had to live their own business life... The cohesiveness of that informal group of partnership, franchising and own agencies was proved when the trademark Accor Travel appeared in 2001 as an “umbrella brand” to be posed to every product of that segment of business and develop “synergies” with the tour operating activities of the group (Accor Vacances and Frantour). 

b. Towards a large and specialised tourism business?

In the 1990s the Accor group seemed committed to establish a structured strategy in the tourism business, the sign of it being the creation of Accor Tourisme in 1990 as a parent entity to various developments in the tourism area. That tourism strategy followed several tracks.

The Accor group launched bridgheads in the leisure hotel business through stakes in hotel residence formuls; it took control of Marine Hotels, for stays in tropical countries; of Pan Sea for stays in Asia. A hotel residences chain was set from scratch under the brand Coralia and along the “club concept” (hotel and entertainment). A stake was purchased in Croisières Paquet in 1988 as mass tourism developed outside the usa the cruise formula which had met already there huge success. The partnership with Paquet was completed through a common management of the cruise vessel Mermoz, a flagship of the small French cruise flottilla.

The growth of tour operating skills became a priority; several middle size companies were purchased: the aim was either to fulfill the classical objectives of the group – raise the occupancy rate fo the group hotels – or to foster the recently developed hotel residences. Africatours, Asietours and Directours became thus subsidiaries of the group and joined Frantour and a newly set entity, Accor Tours. The middle size tour operator GO Voyages was purchased too (for 60%) after it had met financial difficulties and had been rebuilt in 2002. 

Accor began to tackle with the customership of “tour operators” as they could fill its hotels with groups. New skills had to be developed: marketing among this business segments, specific tariffs lists, links between the booking systems of tour operators, airflight or railway companies
 and the Accor group one, etc. The recent Osaka Novotel was for instance established there classically as it “benefits from simple and speedy access to Osaka’ two airports”, which confirms the “convenience concern-first” of the Accor group; but “it also offers an ideal location for travellers looking to visit the recent theme park built by Universal Studios or the famous port of Kobe”
, which indicates the new trend toward mass tourism customership. A sub-strategy took form since 2000 which was dedicated to tour operating linked with residency at Accor hotels or clubs (Coralia): packages with circuits around some hotels or attendance to cultural events and festivals were set up and earmarked to hogh range tourism (Tunisia, Morocco, Malta, Maurice, Cuba, French Polynesia and Antilles, etc.).

Distributing other tour operators’ products and managing its own tour operating business were parallely developed; in 2000 tour operating (330 million frf) and touristic products retail distribution (1.100 million frf) joined leisure and residence hotel business (549 million frf) to deliver a somehow solid turnover; the Accor group too was present on the “sun markets” in Maghreb (Tunisia and Marocco) and South Europea (Portugal, Italy, Greece).

The whole range of activities in that business were finally group under the management of a specialised division, “Accor Loisirs & Tourisme”, oriented towards collective and individual tourism and leisure, a department different from the one in charge with entertainment activities earmarked to business institutions, lodged under the division “Affaires Loisir”. Geographically these initiatives in tourism business intended to reorient the group from large towns in industrialised or emerging countries where most of the hotel chains were established to some sunny areas, mainly Spain, Morocco or Tunisia, as neighbour and well manageable markets for a beginner in these segments.

	Some chronological landmarks about tourism at the Accor group

	1962
	The first Motel 6 opened in Santa Barbara 

	1974
	Creation of the Ibis chain

	1993
	Project of merger of ciwl agencies and Carlson into Carlson Wagonlit; achieved in 1997

	1988
	Partnership with Croisières Paquet 

	1989
	Stake purchased in Lucien Barrière group

	1990
	2% acquired in Club Méditerranée

	1990
	Partnership with Viajes Ecuador in Spain

	1990
	Accor Tourisme to promote leisure hotel business in resorts

	1997
	Purchase of the Société de participation et d’investissement de casinos SPIC

	1998
	The subsidiary Accor Casinos

	1998
	A taskforce of multibrand units dedicated to worldwide companies

	2000
	Partnership with CIT

	2000
	Creation of the Coralia chain concept

	2001
	The Accor Travel umbrella brandname

	2001-2003
	Promotion of the Sofitel chain on main world places

	2002-2003
	The Accor group alleviated its commitment in direct tourism products

	June 2004
	Accor purchased the Agnelli stake in Club Méditerranée


c. Disappointment in failed strategies or requirements in financial resources selection?

Retrospectively all these bridgheads look like mere token stakes, playcards only to have an outlook on each market. Of course one must keep conscious that the Accor group endured severe financial tensions in the 1990s and we couldn’t seriously imagine a large tourism policy to have gathered momentum because of lack of money... For instance, a little stake of 2% was purchased in Club Méditerranée in 1990; but no money would have been available if the group had dreamed to become the main stockholder and manager of ClubMed – a task which erred from institutional investor Caisse des dépôts to the Agnelli ifil group without finally a clearcut choice by Accor group. But it was tempted anyway by hotel residences management without succeeding in determining which best way was to be followed: a takeover of a large group? The building of a new group (along the way chosen for Thalassa International and Coralia)?

No clearcut strategy emerged conversely with the one chosen firmly by the German competitors Preussag-tui and Thomas Cook. Should we feel some disappointment in front of failed strategies? Did the hotel group fail to integrate a new “corporate culture”, to diversify its skills by evolving from mere hotel business to a more general tourism business? Or should we recognise that the requirements in financial resources selection imposed a drastic strategic line which condemned vast and rapid diversification? Too many services groups crumbled in the 1997-2002 years as they had grown too rapidly and taken over too many companies without capturing enough long term resources and structuring balance sheets able to resist slumps and treasury moves. The Accor group management had been so much educated by it own financial and strategic crisis in the midst of the 1990s that it had settled on that occasion some durable rules about its evolution: it had to be conscious of its financial limits so as to anticipate market recessions and treasury pitholes.

For instance, on the residence hotels and clubs segment, the Accor group failed to go further than about two hundreds units in 2000 (191 precisely) or still in 2003 – against a total of 3,900 hotels for the whole group. To reach a leading position it ought to have purchased Club Méditerranée or some other entities like Jet Tours (a residence clubs) which Air France had to sell to Club Méditerranée, or like Maeva (a residence chain, without the club formula) which Club Méditerranée resold to Pierre & Vacances in 2001. In each branch – casinos, residence clubs, residence hotels, cruise business – the Accor group ought to develop an intense external growth to reach competitive positions as it has been proven in the 1999-2003 years on each segment
. Conceptualised strategies by academic specialists in case studies prone to reshaping the business world along their wishes or by financial analysts and investment bankers lured by dick fees in M&A operations have to be confronted to financial realities in order to gauge their actual feasibility. Mass tourism was excluded from the core strategic portfolio of the Accor group.

A severe strategic combing was the consequence of the arguments which took place within the direction in the 2000-2003 years; it was in fact decided to fold back the growth sails: partnerships were privileged over direct developments. For instance the partner cit got the tour operating activities of Frantour in Belgium and Switzerland; the stake in go Voyages was resold in 2003; Frantour stopped to deliver its own short travels products. Whereas the staff at tour operating business in France itself was sharply reduced in 2003, a strategy was posed that the integrated travel agencies of the Accor group were to be devoted to mere distribution of tourism products transmitted for other companies whilst going on selling in priority the hotel rooms of the group. Partnerships are privileged on several segments of the tourism business especially on the tour operating and the distribution of products – for instance through the links established with cit and Viajes Ecuador in Italy and Spain, which led to a kind olf network called expressively “the alliance”. 

D. Present moves towards a refreshed tourism strategy?

After this strategical and financial exam of growth into tourism business, the Accord group finally selected the ways of it development: outside its core hotel business where skills and modus operandi are efficient and performing, the group had to rely on specialised entities for its other activities; each one has to gather skills, enterprise culture, well-explicited, perceived and practiced methods so as to be competitive; and it has nowadays to acquire the market share which should provide it with economies of scale and purchasing power against suppliers of services. Having proved that he was able to cut costs and to sharpen the finance management of the group, the new chairman since 1996, Jean-Marc Espalioux, regained some margin of manoeuver and restarted external growth moves.

Two targets were chosen: because the Agnelli families had to trim their assets, Accor purchased their stake (a little less than 30%) in Club Méditerranée
. This dreamed-for-long business finally joined the group in June 2004 and ringed as the signal for a renewed strategy in tourism; but mass-tourism was still rejected as Club Méditerranée itself had changed its strategy for some years and decided to specialise in middle and high-range customership, so as to rebuild its profitability and to refurbish its brand image by distinguishing it from mass-tourism brands (Fram, etc.). A second target should be the cit; Accor took a little stake into this Italian group in 2004 as a signal that it was interested in the rescue of this ailing company which suffered harshly from mismanagement and from the crisis of entities structures aroud networks of agencies in front of it orders.

4. As a conclusion: what kind of a hotel and tourism group?

The business history of the Accor group was indoubtedly a success story: it reached the fourth world level for hotel rooms equipment and had become a real transnational company:

	Gross current profit of the Accor group in 2001

	France 
	30%

	Europe
	31%

	North America
	29%

	Latin America
	6%


After the part of restaurant activities had fallen from 35,2% in 1992 to 8% in 2001 owing to the sale of Eurest collective restaurants to Compass, its core business remains strongly hotel business: the tourism strategy has produced interesting complements to that former – fostering customership to prop up the room occupancy rate – and a few profitable niches or even segments, but neither did it emerge as the basis for a two-pronged strategy at the scale of the group. Globally tourism business can be estimated along somehow strict criteria to about 40% of the Accor turnover: besides casinos (3%), one might consider that a little half (40 to 50%) of each activity is tourism-oriented, which explains our estimation: 18% from business and leisure hotels, 14 to 15% from economy class hotels, half of travel agencies’ part (thus 4%), the one besides business travel management, are dedicated to some tourism business, which leads to our final 40% assessment.

	The part of each activity in the Accor group turnover
	in 2000
	in 2001

	
	7,100 eur
	7,290 eur

	Business and leisure hotels
	36%
	2,704
	37.09%

	Economy class hotels outside the usa
	13.5%
	2,348
	32.2%

	Economy class hotels in the usa
	18.5%
	
	

	Travel agencies
	8%
	500
	6.86%

	Restaurants (outside hotels)
	8%
	472
	6.47%

	Services in railway transports (ciwl)
	5%
	277
	3.8%

	Casinos
	3%
	302
	4.1%

	Various services (Ticket Restaurant, etc.)
	6%
	498
	6.83%


Tourism business has found back its key role in the group’s strategy – to contribute to the raise of hotel room occupancy rate – but it plays too a more exciting mission, that of refurbishing the corporate image of the group as several fresh activities have provided it with some glamour: the new Sofitel strategy, the positioning of Mercure as a less standardised concept than Novotel, the subtle evolution of the Novotel concept abroad too; the casinos and thalassotherapy activities. The travel agencies themselves have assumed a triple mission: to favour the group’s hotel business and occupancy rate; to spread tentacles in order to detect market moves among corporate practices and mass tourism; to provide global facilities services to institutions in search of various means to ease and stimulate the business life of their employees.

Finally we could consider that the Accor group has reneged on its strategy to take positions on the mass leisure tourism market – given up to German or British groups and assumed mainly through partnerships or the mere distribution of externalised tour operating products; but it has assumed a strategy mixing its excellent knowledge of corporate needs and day to day managerial wishes and its tourism intents: the Accor group has emerged of the 1990s as a key “business tourism” specialist. It has thus rejected clearly the “Anglo-Saxon” model of mass tourism (Thomas Cook-C&N, TUI, MyTravel, etc.) as the leading groups could benefit there from the massive people transferal (60 million Germans and 26 million British travelled abroad in 1999 versus only 15 million French tourists) to reach profitable economies of scale in tour operating, hotel renting and air charter whereas 400 tour operators competed in France and the four leaders gathered only 35% of customers, both German leaders lured 60% of customers; the Accor group did not take part therefore to the huge reshaping of the European tourism business in the 1997-2003 years
. It rejected too the entertainment club formula (Center Parc, Disneyland Paris), the residences for rent (Pierre & Vacances) and is promoting its own “model”, apparently successful in that beginning of the 21st century whatever tentative development researches it has tried in the last decade. Besides the activity of hotels for business and professional customership, it defined a strategy in tourism dedicated mainly to middle-class and upper-class customers, in health and fitness activities, high-spending tourism and gambling; profitability and “French chic” prevailed on mass tourism, and the purchase of refurbished Club Méditerranée was inserted within this strategy

	The strategic portfolio
	Accor group
	Pierre & Vacances

	Club Med
	Nouvelles-Frontières
	FRAM
	Look Voyages
	Envergure

(Taittinger group)
	Disneyland Paris

	Hotels
	yes
	no
	no
	yes
	yes
	no
	yes
	yes

	Clubs
	a little

(club mediterranee since 2004)
	no
	yes
	no
	yes
	no
	no
	no

	Cruises
	no more
	no
	A little
	no
	no
	no
	no
	no

	Property development
	No
	yes
	
	No
	no
	no
	no
	business only

	Residences for flat renting
	no
	Yes


	No more
	No
	no
	no
	no
	no

	Entertainment parks
	no

	Yes (Center Parcs)
	no
	no
	no
	no
	no
	yes

	Tour operating
	somehow
	no
	for its own products
	for its own products
	for its own products
	yes
	no
	partnerships

	Travel agencies
	yes
	no
	For its own products
	for its own products
	for its own products
	no
	no
	no

	Air charter company
	no
	no
	no more
	yes
	no
	yes
	no
	no

	Casinos
	yes
	no
	no
	no
	no
	no
	no
	no

	Thalassotherapy
	yes
	no
	no
	no
	no
	no
	no
	no

	Incentives tour operator
	yes
	no
	yes
	no
	no
	no
	no
	no


* Notes:

� Cf. Nacina Baron-Yellès, Le tourisme en France. Territoires et stratégies, Paris, Armand Colin, 1999. Fred Inglis, The delicious story of the holiday, Routledge, London, 2000. John Walton, The British seaside: holidays and resorts in the twentieth century, Manchester, Manchester University Press, 2000. Harold Vogel, Travel industry economics. A guide for financial analysis, Cambridge University Press, 2001. Rémy Knafou (ed.) and MIT Team, Tourismes. Lieux communs, volume 1, Paris, Belin, 2002. 


� This study doesn’t intend to be posed as a pioneering business history sketch; it is only a historical case study presenting facts and determining both skills portfolio and strategy portfolio with arguments about dilemmas between growth and diversification on one side and finance balance on the other side, whilst assessing the mage of maneuver left by competitors. It has been fostered mainly by press articles, the official annual reports of the company and internal or personal documents – without any acess to historical archives. An actual history of the Novotel-Accor group is still waiting its author.


� Both founders have sponsored the book retracing their business saga: Virginie Luc, Impossible n’est pas français. L’histoire inconnue d’Accor, leader mondial de l’hôtellerie, Paris, Albin Michel, 1998.


� ciwl had concluded in 1988 an alliance with a competitor to Novotel group for catering, Sodhexo which intended to get the control of the catering subsidiary of ciwl, Eurest. But the Belgian and French interests (Caisse des dépôts, with 28 %) involved in ciwl turned their coat to Novotel group ; it launched a takeover bid in 1990 : first it got a stakeholkding in ciwl in July 1990 through a direct purchase on the Stock Exchange and to the finance group Bruxelles-Lambert ; then its partners welcomed it into their holding company Cobefin which raised its equity capital so as to allow Novotel group to control 55% of its capital whilst Société générale de Belgique, its ally, kept 25% - whilst owning directly shares in ciwl. Third Cobefin launched the bid over ciwl. Sodhexo had to sell its part (20 % of ciwl) to the investors group and was thus defeated. French company Sodhexo Alliance is now a world leader in the catering and collective restaurants business, having given up its hotel dreams to assert its core activities through important purchases in Great Britain and the USA.


� ciwl had launched Arcade in 1975 ; bought PLM in 1982 (to the Rothschild group) and Frantel in 1985 (to the railway company SNCF), which constituted a group of 183 hotels in 1987. Two brandnames were destined to unify the three stars units : Pullman (three stars high level) and Altea. 


� Jacques Borel had started his firm as soon as 1957 in the restaurants business ; it had developed a chain of fast food restaurants and a company dedicated to selling restaurant tickets to firms for their employees ; in 1968 the us group Grace joined its capital in order to sustain its development ; but growth became tremendous as the capital-consuming hotel activity was joined in 1972 ; for instance the group doubled its turnover from 1975 to 1976 (from one to two billion frf) because of the purchase of Sofitel, a hotel firm created in 1963.


� There were some competition between the Novotel group and Sodexho in 1982, but the Stock Exchange struggle was won by the former in 1983.


� Cf. H. Bonin, Suez, du canal à la finance, 1858-1987, Paris, Economica Publishings, 1987.


� The Hilton International chain was sold by United Airlines to klm in 1987 as it proposed $950 millions in front of Novotel group’s offer of $905 million. As klm resold it as soon as 1988, the Novotel group proposed then $1,000 million but Ladbroke won the bid with $1,070 million… When the Intercontinental chain was also for sale in 1998, the Accor group did not actually consider the case because of budgetary considerations and the Bass group bought it, after Marriott had bought Renaissance and the Granada group Forte in 1997.


� In 1987 the main stockholders were : Suez (10,5%), Société générale (4,7%), Caisse centrale des mutuelles agricoles (8,9%), along with some main members of the board and the founders, their families and their own associates (7%). But the individual and institutional members of the board gathered only a small third of the equity and executives 5% as the capital was largely spread among stockholders, which could have paved the way for an easy takeover bid.


� J.M. Espalioux had been the financial chief executive of the Compagnie générale des eaux, a huge utility services group.


� The debt load against permanent funds was contained : 87% in 1997, 60% in 1998, 77% in 1999, 64% in 2000, 67% in 2001. Development investments reached 2,680 million frf in 1999 for instance; but sales of activities (3,306 million frf in 1998 and 1999 altogether) alleviated the financial balance sheet.


� The number of shareholders grew from 65,000 in 1997 and 64,000 in 1998 to 177,000 in 1999, 205,000 in 2000 and 195,000 in 2001. International institutional investors held 49,3% of the equity in 2001, versus 25,1% for French institutional investors and 15,1% for individual investors.


� The Six Continents group, rich with 3.325 hotels (Inter-Continental, Holiday Inn, Crowne Plaza, Express by Holiday Inn) and 515,000 rooms in 2001-2002 has only 69 hotels in France and plans therefore to extend its park there, especially through the 3 stars enseign Express by Holiday Inn, able to compete somehow with Novotel. The group will change its brandname into “InterContinental Hotels Group” in the midst of 2003, whilst selling its 2,000 pubs and restaurants, inherited from Bass.


� The Envergure hotel group is a subsidiary of the financial family group Société du Louvre, owned by the Taittinger family, (champagne, luxury entities, etc.). Its main brand names are: Campanile and Kyriad.


� « Give yourself a treat with Ibis weekend rates. At Ibis, weekend rates given per night and per room are valid for Friday, Saturday or Sunday. Make the most of Ibis weekend rates to get away from it all in one of almost 580 Ibis hotels in Europe for a weekend escapade with the one you love or with friends, to see the sights or just to relax...” (an Ibis flyer, 2002). 


� The Accor group used indicators set up by the Taylor-Nelson Sofres research institute; samples were consulted in 1997, 2000 and 2002 and “the results have revealed a further improvement in the group’s renown and its brand image”, Accor News, December 2002-January 2003.


� France (6,5% of the market share) is the third location of international congresses in 2002 behind the usa (12,9% of market share) and the United Kingdom (6,6%) and before Germany (5,9%), Italy and Spain. Within France Paris has drawn the majority of that type of congresses far before Strasbourg, Lyon, Montpellier and Nice. 


� Accor Thalassa resorts are located in Morocco, Tunisia, Portugal, Sardaigne, Jordania and in France (Dax, Aix-Les-Bains, Arcachon, Carnac, etc.).


� The Partouche group succeeded in 2002 in purchasing the Compagnie européenne de casinos and thus asserted itself as the leader in that activity in France (with a 372 millions euros turnover in 2002) before the Barrière group, the Accor group (“Accor casinos”) and the Moliflor Loisirs group.


� The Carlson Hospitality group was in fact a competitor to ciwl hotel business and then to the Accor group one as it managed an hotel chain equipped with 69,000 rooms and 315 hotels (Carlson, Radisson, etc.) in 1991. But it supervised too about 2,330 travel agencies, as the number two in that business all over the world.


� The Accor group and the French railway company have thus concluded the compact “Train+Hôtel” to entice customers to book all at once their railway ticket and a hotel room at the Accor group, owing to attractive discount prices.


� Accor News, December 2002-January 2003.


� Cf. the harsh financial fight to build important cruise groups in 2002-2003 with Carnival as a winner.


� Accor purchased the stake of the Agnelli and of Caisse des dépôts, through an exchange with its own equity, for about 252 million euros.


� Two companies emerged as leaders from Germany: the ex-metallurgy group Preussag assumed a harsh reconversion strategy to tourism and bought TUI in Germany in 1997, then Hapag-Lloyd in 1998, Thomson Travel in England in 2000 (which had just bought the Norwegian Via Gruppen in 1999), before purchasing Nouvelles Frontières in France in 1999-2002. Its competitor Condor & Neckermann, owned by Lufthansa and the retailer Karstadt-Quelle, developped its activities in Germany under the C&N name, then bought Thomas Cook in England and Havas Voyages in France, united under the brand Thomas Cook in 2003, the brand already adopted in Germany as soon as 2000


� Pierre & Vacances gathered in 2002: 170,000 beds in France; 50,000 in Italy and North Europa; a total of 50,000 flats


� The Accor group resold its stake in Parc Astérix, now a member of the mini-group built by a subsidiary (up to 2004) of Caisse des dépôts, Compagnie des Alpes, with Musée Grévin.





