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COMBINED, THE TERMS SOUND LESS THAN INVITING.
BuT IN THE 1990S, HOTELS OF THIS TYPE HAVE BECOME
AMERICA’S HOTELS OF CHOICE.
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ver the past five years, while

urban planners have focused

their attention on the city’s
mability to get a single new convention
hotel built near the George R. Brown
Convention Center, a fresh building type
has quietly arisen to dominate the hospi-
tality landscape in Houston. Perhaps
because it has taken place on the city’s
fringes rather than in its center, this
change has atrracted little notice. But
noticed or not, the change has been dra-
matic, with more hotel rooms being built
in Houston during the last half decade
than at any period since the 1960s.

According to PKF Consulting, which

does the annual hotel report for the city
of Houston, 118 new hotels, accounting
for more than 26,000 rooms, have been
built in the Houston area since 1994,
They've sprung up like mushrooms on
I-10, Belrway 8, 1-45, US 290, and US 59,
clustering ar exits and filling up available
space on feeder roads. All these new
hotels have been one of two types, the
limited-service hotel or the extended-stay
hotel. Together, these two types represent
a kind of building that didn’t exist before
about 1990. Not that there’s no prece-
dent for this sort of lodging: limited-ser-
vice hotel and extended-stay horel are in
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fact explanatory terms for what would
have once simply been called motels —
informal lodging places with moderate
room rates, limited (if any) dining facili-
ties and public spaces, suburban loca-
tions, and easy, drive-up access.

The guest rooms of both these new
hotel types are only subtly different from
those built in previous decades. Limited-
service hotels feature the tight bedroom-
and-bathroom units that have always typ-
ified morels, with the difference that
today’s rooms are slightly longer in plan
to accommodare a small desk with a tele-
phone and extra phone jacks for hooking
computers up to the Internet. In extend-
ed-stay hotels, on the other hand, a suite
is formed by separating the bedroom
from the work area, which has a small
kitchen counter on one side and a small
sitting room with a couch, a table and
chairs, and a television on the other.

On the surface, it’s a familiar motel-
type arrangement. A major difference,
however, stems from the changed psycho-
logical climate that surrounds travel these
days: Where motels were traditionally
organized around courtyards, with exteri-
or entry to each guest room, limired-ser-
vice and extended-stay hotels cluster their
rooms on interior double-loaded corri-
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dors and permit entry only through one

or two points, to give the guests a greater
sense of security. It’s part of the overall
landscape of threar we all inhabir,

L]
With all its recent spate of construction,
Houston has been a leading player in a
national trend toward limited-service
and extended-stay hotels. According to
Professor Clinton Rappole of the
University of Houston Conrad Hilton
College of Hotel and Restaurant man-
agement, since 1990 the only full-ser-
vice hotels — those with full dining
facilities, lots of public space for meet-
ings and gatherings, big lobbies, and
relatively high room rates — buile have
been in cities thar are themselves tourist
destinations, such as Orlando, San
Antonio, and New York, or near the
nation’s theme parks.

But while new full-service hotels have
been few and far berween, the number of
limited-stay and extended-stay hotels has
exploded: In Houston, says PKF
Consulring, the limited-stay and extend-
ed-stay rooms added since 1994 now
account for 36 percent of the city’s avail-
able hotel space. Nationwide, industry
analysts report, the upsurge in limited-
stay and extended-stay hotels has led to a



While downtown hotels have been few
ond for between, on Houston's outer

edges hotel construction has boomed in the
1990s, with more than 100 extended-stay
and limited-service facilities opening their

doors along the city’s interstates.
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30 percent increase in hotel space.

It's a crowded field: hoteliers compet-
ing for the limited-stay and extended-stay
customers include Southwood, La Quinta,
Days Inn, Wingate, Candlewood, Mar
riott (with brands including Marriortt
Courtyard, TownePlace Suites, Residence
Inn, and Springhill Suites), Drury Inn,
and the French company Accor (with its
six brands: Minitel, Sofitel, Novortel,
Mercure, Ibis, and — surprisingly, since
its ads used to mock other hotels for
offering such unneccessarily expensive lux-
uries as French milled soap — Morel 6.)

And that crowded field can create a
crowded roadside. At the intersection of
I-10 and Beltway 8, five limited-stay
and extended-stay properties have been
built in the last two years. On a stretch
of the Sam Houston Tollway, eight
limited-service and extended-stay hotels
can be found within a mile of each
other, Nationwide, these new hotels
have tended ro spring up where popula
tion and employment are growing
fastest, and where there has been the
longest drought in hotel construction.
Ergo, the growing suburban edges of
Houston and other Sunbelt cities have
been where they've clustered.

I'hey cluster in other ways, as well:

Co

Marriott has started building as many as
four of its properties on a single block —
TownePlace Suites for extended stays,
Courtyard for one-to-two-night stays,
Residence Inn for longer stays at a lower
price than TownePlace, and Springhill
Suites, priced between TownePlace and
Courtyard. Each of these hotels caters to
a different type of traveler and a different
price plll"[.

As the Marriott example shows, the
limited-stay and extended-stay hotel types
were born out of a move to greater and
greater segmentation in the hospitality
market. No longer can a single type of
hotel serve vacationers, conventioneers,
and all levels of business travelers.
Divisions, by price and location, within
each of those groups are also important.
\“l”(' convennon Broers want a IH&'.I“I]” mn
the CItY center, while others look for near
by theme parks or industries that the
hotels have clustered around. Some vaca
tioning families want an upscale hotel,
while others are squeezing budgets. Some
business travelers want first-class accom-
modations, while the more numerous
“road-warrior” salesmen, service person
nel, and consultants, constantly on the
road to see clients and prospects, are

routed to cost-saving limited-stay and
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extended-stay hotel properties. The hotel
industry has been sorting itself out to
provide for them all, with the limited-stay
and extended-stay hotels emerging as the
most flexible and efficient types.

Aside from the market pressure, sev
eral other factors have led to what indus-
try analysts routinely refer to as a frenzy
of limited-stay and extended-stay hotel
building since 1994, First is their low cost
of construction. Says Clinton Rappole,
“the rule of thumb for hotel pricing is
one dollar in room rent for each $1,000
in construction cost per room.”™ Houston
architect C.C. Lee of STOA International,
whose clients have included Wingate,
Hampton Inn and Suites, Comfort Inn,
and Days Inn, points out that while
construction costs for a typical full-ser-
vice hotel will run more than $100,000
Pl'r guest room, construction Costs for
typical limited-service hotels range from
$40,000 to $50,000, while extended-stay
hotels come in at around $75,000 per
room. Such savings stem partly from low
land pl'iu‘s, Says | e, but lIlL"_\ are .llsn
related to the project type’s typically
lightweight construction,

Some limited-service and extended-
stay hotels are built to be operated by a

parent company, and those tend to be
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solidly constructed. Wyndham Hortel's
extended-stay hotel properties, for
example, have poured-in-place concrete
frames. Newer La Quinta hotels have
masonry walls,

But those are exceptions. Most limited-
stay and extended-stay hotels are built by
investors or speculators who are seeking
a rapid resale. At these hotels the empha
sis, with dreary predictability, is on hold-
ing down first-dollar costs by using the
lightest construction methods and flim
siest finishes and fixtures allowed by the
building codes. Most limited-service and
extended-stay hotels are wood-framed in
a style indistinguishable from apartment
or tract house construction, even though
they may hold more than 250 rooms and
stand up to four stories tall. They are
usually skinned with insulating panels
and sprayed-on stucco or clapboard sid
ing. Residential imagery and reminders of
residential scale, intended to convey
familiarity, friendliness, and accessibility,
are important parts of the appeal of these
hotels, and they make possible the use of
low-cost construction and materials from
typical suburban housing.

I'hough one might think that a lictle
architectural distinctiveness would go a

long way toward establishing an identiry
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in a crowded market, the emphasis on
holding down costs has resulted in little
thought being given to architectural
amenity. Sited beside freeways and major
streets and fronted by acres of parking,
these buildings are almost completely
divorced from the landscape and the sur-
rounding urban fabric, Some have car-
shading canopies, but most do not. There
is neither the informality of a 1950s-era
motel nor the stunted monumentality of a
mid-rise 1970s-era feeder-road Holiday
Inn. The design features that do show up
tend to focus on making the horels look
as much as possible like suburban tract
housing, with the sort of multiple-pitched
rooflines found on recent houses through-
out Sunbelt suburbs and windows clus-
tered into readable units,

The second factor that explains the
boom in limited-stay and extended-stay
hotels is the efficiency of operation they
offer. The lack of kitchens and dining
facilities (properties that do provide
breakfast for their guests typically do so
in their lobbies, with service limited to a
single counter for packaged foods with a
coffee urn and a microwave) cuts not just
construction but also operating costs. The
lack of large single-purpose meeting
spaces and public spaces maximizes the
square footage devored to revenue-pro-
ducing guest-rooms. It 1s also striking ro
note that nearly every extended-stay and
limited-stay hotel one sees features indi-
vidual room air-conditioning units. Since
the window units are cheaper than an
equivalent amount of central-air equip-
ment, foregoing central air saves up-front
costs. The window units save in other
ways, too. They are easy to service, main-
tain, and replace, and they lower space
requirements and the expense of insula-
tion and ductwork. Too, when guests
aren’t in their rooms, they are shut off,
reducing power costs, Central air, on the
other hand, has to work for the whole
enclosed space continuously.

But perhaps the most dramaric effi-
ciency of limited-stay and extended-stay
hotel designs shows up in their employee
count. According to industry figures, in
1987 the hotel industry averaged 86
employees per 100 guest rooms, while in
1998 that figure stood at 74 employees
per 100 guest rooms. In a 1998 industry
newsletter, analyst Bjorn Hanson of
Price WaterhouseCoopers attributed this
change to “greater limited-service,
employee empowerment, and technology.”

According to architect C.C. Lee, the
employee empowerment Hanson cites

usually rranslates into more job duties.
*Whereas in the old-style hotel, you
might have one person for each job, now
one person may have three jobs,” Lee
says. He adds thar the design of the limit-
ed-service and extended-stay hotels reflect
this multi-tasking environment. For
example, he notes, the front desk and
management office are now typically
adjacent to each other and linked by a
large window, meaning a single employee,
sitting in the office to work on employee
records, can keep an eye on the front
desk and check customers in or out as
they appear. Previously, the maintenance-
arca work room and laundry room
would be located at the far end of a hotel
or motel; now they, too, are located near
the office, so that front-desk staff can
share in the tasks performed there. Most
of the extended-stay and limited-stay
hotels operate with fewer maids than tra-
dinonal hotels; they simply allor a greater
portion of the day for cleaning up rooms,
meaning that for some guests they may
not be available until 3 or 4 in the afrer-
noon, rather than before noon.

Another factor, one that’s aided par-
ticularly in the growth of the extended-
stay hotels, has been the burgeoning
ranks of traveling salesmen, consultants,
and service personnel. As the number of
regularly out-of-the-office employees has
increased, many companies have reduced
their own office space, and begun treating
it like hotels of kind, with workers who
have returned for a while to their head-
quarters using temporary spaces thar will
later be used by yet other workers. In
1995 it was reported that Aetna
Insurance has some 30 percent fewer
office spaces than it has people to use
them. Thus those extra phone jacks in
extended-stay hotels. As the home office
has become more like a hotel, hotels
have, with very little capital investment,
recreated themselves as suites of offices.

.
Even such a strikingly efficient new
concept as extended-stay and limited-
service hotels would not have exploded
so rapidly had there not been money
to finance the expansion. For limited-
service and extended-stay hotels in
Houston and throughout the country,
that money has come from Real Estate
Investment Trusts (REITs), corporations
that are sheltered from corporate
income taxes as long as they invest
only in commercial real estate and meet
certain other tests. Though authorized
under legislation first passed in 1968,
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Top: Elevation showing typicol suburban appearance of extended-stay and limited-service hotels. Above: This
floor plon makes clear how o lack of large public spaces allows for an increased number of revenue-generating

guest rooms.

until about 1992 REITs played only a
limited role in commercial real estate. In
1986, Congress altered the law govern-
ing REITs to allow them to not only
own property, but to manage it as well.
The previous situation, in which man-
agers could act contrary to the interests
of owners, had scared off investors, and
it was hoped that the change would
increase commercial construction. But a
national real estate recession dampened
the effect of this rule change, and it
wasn't until the early 1990s that things
began to improve. In 1992, there were
142 REITs with $15.5 billion in market
capitalization; the following year that
jumped to $32 billion in marker capital-
ization, and by May of 1999 the capital
available to the 219 publicly held REITs
was $145.5 billion.

Much of that money flowed into the
hospitality industry, particularly into its
hottest sectors, the low-end (limited-ser-
vice hotel) and mid-range (extended-stay
hotel), which routinely generated returns
ranging from 20 percent to 35 percent
annually for the first four years.

Still, for all the construction over
the last half-decade, the day of the
limited-service and extended-stay hotel
boom may already be over. In 1997,
annual returns for hotel REITs fell to 10
percent. And in 1998, the U.S. Treasury
department announced proposed rule
changes to curb the pracrice of creating
“paper-clip REITs™ in which ownership
and management companies were joined

for stock purposes, while continuing on
their own as individually operated enti-
ties. Although industry analysts wrote
that the rule changes would have little
effect on the hotel market, it combined
with fears that the himited-stay and
extended-stay hotel sectors of the mar-
ket had become saturated, and investors
started bailing out of REITs. In 1998,
the amount of money coming to REITs
specializing in hotels fell from the 1997
level by 44 percent.

At the moment, what money remains
for investment in hotels is being directed
to full-service and luxury hotels. In
Houston, the effect of this shift has
already become apparent: the Whitehall
Horel, near the Hyartt Regency down-
town, is to be reopened soon, and
Starwood Corporation, the country’s
largest hotel proprictor and king of the
paper-clip REITs, bought the old Ritz
Carlton Hotel, refurbished it, and
renamed it the Luxury Collection.

But even as the money heads else-
where, the effect of the extended-stay and
limited-service hotel frenzy of the last five
years remains. Industry analysts project
the average life-expectancy of the coun-
try’s extended-stay and limited-service
properties at 40 years — which, to any-
one who has seen some going up, seems a
little optimistic — while the more solidly
built projects could well last longer. So as
ephemeral as they look, extended-stay
and limited-service hotels will probably
be here for quite some time to come. m
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