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    Preface

    More than a dozen years have passed since the first edition of this book was published, and much has happened to the inn business. For one thing, the explosive growth of the early 1990s seems to be over. Growth continues, but many fewer inns are being started from scratch, and many more are being bought as going concerns. We think this is healthy, so we have more to say in this edition about buying a continuing operation rather than starting one up.

    Another important, but little discussed, change is lower occupancy rates. A decade ago, occupancy rates of 60 to 80 percent were not unheard of. A new survey from Michigan State University of several states shows that not only are occupancy rates lower, but they are lower than a lot of pundits would have you think. Rates of 30 to 40 percent are not unusual, even in established inns. Competition from more inns, and from midrange hotels and motels that offer more amenities, has made better marketing a top priority.

    But better marketing is the promise of the biggest change since the first edition: the rise of the Internet. It was only beginning to be commercialized when this book was first written. Now it’s the innkeeper’s greatest friend—and in some ways, biggest danger. We’ll have much more to say about it later on.

    So, who are we, and what makes us worth listening to? Ripley Hotch has, with his partner Owen Sullivan, started three inns: Boydville Inn, in Martinsburg, West Virginia; The Inn on Montford, in Asheville, North Carolina; and now Biltmore Village Inn, also in Asheville. They used the advice in this book on both of those succeeding startups, and it works. We also have had the pleasure of hearing from a number of readers that this book has helped them avoid serious errors. We really do want our fellow innkeepers to succeed. Ripley has been an editor and writer for more than twenty-five years in newspapers and magazines, and he still works as editor of two business magazines for franchisors and franchisees. He also serves as adviser to the bed-and-breakfast program at Asheville-Buncombe Technology College. He holds a PhD in English from the University of California, Berkeley, and is the author of How to Start a Business and Succeed.

    Carl Glassman is a co-owner and veteran innkeeper at Wedgwood Collection of Historic Inns in New Hope, Penn-sylvania. Since 1982, he has offered how-to workshops and consulting services to aspiring innkeepers. In addition, Carl operates the oldest innkeeper apprenticeship program of its kind in the United States.

    Carl and his wife, Nadine (Dinie), are raising their daughter, Jessica, born in 1994, while successfully growing their inn to include several adjacent historic buildings that cater to both leisure and business travelers, as well as the small meeting and event markets. A licensed realtor and management consultant, Carl is an adjunct professor of hospitality programs at New York University and the University of Delaware. He founded and served as president of the first regional and statewide inn associations in Pennsylvania. Carl holds a MSW degree in policy and planning from Rutgers University and is a frequent contributor to national inn and travel publications.

    In this edition, we have made some corrections and additions, and have completely rewritten the financial, technology, and marketing sections to reflect current conditions. We’re fully aware that this will change, probably tomorrow, but that’s life.

    We’ve been pleased to hear from readers over the last decade, and we encourage you to write one or the other of us or visit our weblog, naturally called “How to Start and Run Your Own Bed and Breakfast Inn,” at http://bbstartrun.blogspot.com/. We also encourage you to read other books, take a seminar or two, and do extensive research on the Internet. Sleep around at other inns, and ask lots of questions of other innkeepers too; not only is this educational and fun, but it also may be tax deductible!
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    Acknowledgments

    One of the great delights in writing this book has been talking to innkeepers and the professionals who serve them. Innkeepers are a special breed. Even though we approached some for interviews during their busy season, the overwhelming majority gave generously of their time and advice. How generous, only fellow innkeepers can really know. Innkeepers are constantly being asked by guests about how to get into the business, and it can be wearing.

    In spite of that, our fellow innkeepers went over what is for them the old, familiar ground and did it as if for the first time. That alone reconfirms the reputation of warmth, generosity, and sharing that all travelers associate with the time-honored term innkeeper. We’ve mentioned as many of our fellow innkeepers as we could in these pages, but we have inevitably left some out where others covered the same ground. Having a number of innkeepers say the same things was important to us; it confirmed trends and general advice. So to those we didn’t mention, we also give our thanks.

    Many of the folks we quoted in the first edition of this book are long out of innkeeping. (Not many have stayed with it as long as Carl and Dinie, but those who have are doing very well indeed.) What they said, however, is still good advice, so we haven’t replaced them with others who would say the same thing. We have added a few here and there.

    Some innkeepers are simply fantastic at what they do. You’ll see them quoted rather more often than others. These people are truly awesome in their generosity, energy, intelligence, foresight, and creativity. In any other profession, they would be well paid. It’s a tribute to them and to this peculiar business that these innkeepers feel well paid even when they bank very little or nothing.

    So we offer a special thanks to the network of professional innkeepers, both the seasoned pros and the novices, for their enthusiastic support, encouragement, and assistance. I have to thank two old friends and coauthors of other books, Meg Whittemore and Michael Barrier, for some interview assistance. Both are avid inn-goers. They talked with several innkeepers on their visits with our question list and brought back the results. This enriched the final product. Ripley’s brother, Kim, also contributed his unique perspective from Alaska.

    We also owe thanks to the many wide-eyed aspiring innkeepers we have met through our seminars and other workshops. Most are now not only successful innkeepers, but also leaders in their state and regional associations.

    Thanks also to Stackpole editor Kyle Weaver, who saw the need for a new edition of this book and set the wheels in motion.

    A special thanks from both of us to our families, partners, and staff for covering for us during high season while we worked furiously to complete this project—both times.
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    Introduction

    Welcome to one of only two professions in which you sleep with your customers. If one of them is the world’s oldest profession, innkeeping—regardless of however many other professions have made the claim—must be the second oldest.

    Some professions or callings seem to have an irresistible romance to them—astronaut, painter, poet, Olympic athlete, Supreme Court justice. But for most of us, these ambitions are beyond reach. We generally settle for amateur status.

    Two other romantic callings seem more in reach: owning a restaurant and being an innkeeper. An astonishing number of otherwise sane people express a desire to do these, and a surprising number give one or the other a try, in spite of the fact that restaurants fail more often than any other business and innkeeping is notoriously low paying. Why do people still want to try it?

    The romance of our caring profession may come in part from a delight in being onstage. Innkeeping is a form of theater in which you create the settings and star in the performance. You dream of being the perfect host with the perfect home. You assume you will be entertaining and expansive, a raconteur and guide. When guests like what you do, you get something very close to the glow performers get when they are warmly applauded. You think about the graciousness of the lifestyle and its relative freedom (working at home! no more going to an office! all that space!). Your inn is your castle, your kingdom, your baby, your profession, and your lifestyle. What could be more perfect?

    Well, when something seems too good to be true, it probably is. That’s not to say that innkeeping can’t be a great life; it can. But it can also be very tough. The word most often used by innkeepers to describe their work is “confining.” And they hadn’t really expected that. They are able to have everything at home, but they can’t get away from it. They have to be there to answer the phone (it might be a reservation) or to take care of an arriving or departing guest. Maintenance, visits from inspectors, the week’s baking, and any number of other things limit the innkeeper’s freedom.

    For those who feel the draw of innkeeping, however, there is no discouraging word. Its pull can be almost overwhelming. For some of us, there is simply no way to avoid giving it a try.

    You are probably one of those. In that case, nothing we say will discourage you, so we won’t even make the attempt. Read this book and several others, and follow some of their advice. You’ll have a better chance of success.

    Two things are essential to creating a true inn: You—the owner—must be present as a host, and you must run it as a business. If you’re interested in doing this as a hobby, that’s fine, but you’re running a bed-and-breakfast home, not an inn. If you’re an absentee, then you’re an owner but not an innkeeper.

    If you’re about to take up innkeeping, you’ll find a lot of people willing to give you advice. That’s what we’re doing here. Innkeepers, however, are not always open to advice. All of us who have struggled into the business are opinionated. We often speak in absolutes, as if there were only one way to do things. We don’t much like criticism, either, because we have so much of ourselves invested in our businesses.

    We advise you to read other books, get more ideas and opinions, and talk to other innkeepers yourself. And we advise you to be careful about listening to people who have never kept an inn. It’s not that they don’t know useful things so much as that they simply do not have a sense of what is possible. Going outside the innkeeper circle is good for financial projections, accounting, and legal advice. But when it comes to what amenities you should offer, how to handle guests, how to create ambience, and above all, how much you can do, go to the folks who have been there. They are the ones who can give you a real feel for innkeeping.

    We’ve gathered the best information we can from innkeepers and those who serve the business—analysts, former innkeepers, online marketing experts, insurance agents, lawyers, real estate agents, general business advisers—so that you can know what to do and in what order. If you follow this book almost like a recipe, you will have a better than fighting chance of success.

    You’ll find other books on starting inns, but many are written either by writers who have never been innkeepers or by former innkeepers whose experience and point of view are limited to their own inns. Although these resources also are valuable, we are offering advice based on interviews with many different innkeepers and service professionals from all regions of the United States and Canada. This approach will give you a real sense of the variety in this business. There are so many different ways of being successful that you should not think there is only one way of doing it right.

    On the other hand, some standard ways of going wrong are common to all innkeepers. To succeed, we all agree that some things must be avoided.

    You must be willing to change some of your most cherished plans, if necessary. You may have to make some decisions and compromises you do not like. You also have to be willing to make changes as you go along, because the world does not stay the same. Both the original version of this book and this revision were written in very difficult economic times, and some innkeepers are feeling the pinch, but many more are expanding and succeeding because they have altered their methods to fit the circumstances.

    In fact, recessions, which hurt other businesses, can be a help to inns that cater to people taking short trips. During a recession, travelers cut down on longer vacations and take more quick getaway holidays—the inn’s specialty. Both of our inns, Wedgwood and Biltmore Village Inn, have significantly increased business during these hard times, so don’t let the doom-sayers discourage you. Circumstances do control a lot of your life, but opportunity favors those who are prepared.

    This book is arranged to give you an overview of the innkeeping business and details of the steps you should take to create a functioning business. This will allow you to enjoy being an innkeeper instead of worrying whether business has been properly taken care of.

    When business has been taken care of, you can take the innkeeper’s special pleasure in listening to guests praise your inn and your hospitality. As Owen said one cold, slow March Sunday when we had ushered out the only two guests of the weekend, “When someone likes the inn that much, it makes it all worthwhile.” If you can take pleasure in such intangibles, then this may be the job for you.
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    The Inn Business

    The inn business is not small. There are no certain estimates, but a good guess is that the United States has more than 25,000 bed-and-breakfast inns, country inns, and homestays. Another measure is an estimate of rooms rented annually: at average rates of occupancy, approximately 15 million for inns. Contrast that with the 10 million rentals in 1991 for Best Western, the largest North American motel chain, with 3,300 properties.

    Another measure is the number of sole proprietors. Accord-ing to American Demographics magazine, about 10 million Americans work in their own unincorporated businesses. The largest number are in services (30 percent), and the largest number of those—321,000—are in lodging places: bed-and-breakfast inns, boardinghouses, trailer parks, camps, and “similar residences.”

    As it grows, the business is becoming more professionalized. What was once a random collection of guest houses is emerging into a field that has professional associations and an increasing interest in standards. Now, more than ever, it is important for new innkeepers to be armed with much more information than those in the vanguard had.

    The opening and maturing of the inn business was much like the settling of the Old West. It started with generally unsettled territory and a notion that something was “out there.” Then came the pathfinders, the few brave souls who started letting rooms in their houses after all the tourist homes of the 1940s and 1950s were displaced by the genius of Kemmet Wilson, founder of Holiday Inns.

    Then there were the pioneers, who had a better notion of what they wanted to be doing. They started the small inns that Norman Simpson first wrote about in the 1970s in Country Inns and Back Roads. Then came the homesteaders like Carl and Dinie in the late 1970s and the settlers like Owen and me in the mid-1980s. When Laura Ashley starts creating signature inns and when Relais et Chateaux (the international luxury chateau–country house hotel chain) expands into North America, then our business is no longer a cottage industry.

    So it’s a good idea to begin with a description of what we mean by the term inn (corrupted from use by so many joints) and an examination of the trends in this diverse and burgeoning field.

    

    DEFINITIONS

    There’s a good deal of argument—not always friendly—about the terminology used to describe inns. We’ll start with the generally used terms and their ordinary meanings:

    Bed-and-Breakfast Home

    Also called a homestay or host home, this is a private home run part-time by its owners for a little extra money or as a way to meet people. It is the closest to the English bed and breakfast and was the start of the whole business in the United States. Small B&B homestays can be as professionally run as any full-service inn, but they are basically homes with an extra room where you stay cheek-by-jowl with the family. Breakfast is included and often served with the family. Homestays do not have a business sign and often are not regulated. Their business comes through overflow referrals from inns or bookings from a reservation service. For a commission, these services market and book reservations, often abiding by strict guest profiles provided by the hosts, such as “nonsmoking Christian motor-cyclists” or “married couples with an interest in opera.”

    Bed-and-Breakfast Inn

    This is the professionally run four to eighteen-room inn in which the owner-innkeeper is resident on the property (or very close by) and considers herself or himself to be a professional innkeeper. There may be assistant innkeepers, but the main contact of the guest is with the owner. B&B inns are usually historic or architecturally interesting buildings and are considered legitimate businesses. They have zoning board approval, collect sales and occupancy taxes, have use and occupancy permits, and maintain commercial insurance coverage. Breakfast is always included, though it may be continental, and there is a public gathering space for guests. B&B inns are regulated, often quite heavily, by state and local laws.

    Country Inn

    Also called full-service inns or sometimes just inns (surely you didn’t think we were going to make this easy), country inns range in size from five to twenty rooms and can be in the city as well as the country. The country inn has a restaurant that serves meals other than breakfast. Breakfast may not be included in the rate, though it usually is. Because of the restaurant, and often a bar, these are the most heavily regulated of inns.

    Other Types of Lodgings

    Anything larger than about twenty rooms we regard as a small hotel, though small hotels can be as elegant and charming as a B&B or country inn. We do not believe, however, that it is possible for an innkeeping couple to maintain the ambience of an inn with more than twenty guest rooms.

    Other niches exist among these categories, such as historic inns and country house inns. Bernice Chesler, one of the first guidebook authors, was often called America’s bed-and-breakfast ambassador. Bernice died in 2002, and she’ll be missed, especially by those veterans who knew her. She used to say that B&B owners are “very sure of what they do and how they’re different. But the traveler really doesn’t care about definitions. They care if you are a home or an inn.” Beyond that, you’ll have to explain the subtleties.

    Throughout this book, we are talking about bed-and-breakfast inns as defined above, and our intention is to help you become an innkeeping professional. Even if you are interested in running a homestay or a full-service inn, however, much of the advice here will certainly be helpful.

    

    TRENDS IN THE BUSINESS

    The business is changing, and an aspiring innkeeper should be aware of a number of trends—some positive, some not. We’ll come back to these in later chapters, but a quick survey of them is appropriate here. In the last twelve years, these trends have been continuing and strengthening.

    Professionalism

    “Innkeepers are becoming more professional—and that does not mean commercial,” said Chesler. “We have reached the stage where it is a career for many, a primary source of income. Ten years ago, when they first started to blossom, the more common reason was for additional income and a certain lifestyle.”

    Cynthia La Ferle, former editor of Innsider magazine (unfortunately no longer published), says that more innkeepers are joining organizations intended to help them become more professional, and they’re going to more workshops and seminars.

    One simple indication of increasing professionalism is the number of inns listed in the yellow pages. According to the Professional Association of Innkeepers International (PAII), in 1989, there were 1,000 B&Bs and country inns serving one million guests. In 2001, there were 19,000, collectively serving 55 million guests annually.

    Confusion among Hotels, Motels, and Inns

    What is confusing to the traveler (and dangerous for the inn owner) is that many hotels and motels are calling themselves “B&Bs” and are putting in the kinds of amenities associated with inns, including an “innkeeper” who greets the guest. But that “innkeeper” is an employee with no stake in the business. We think this is confusing for travelers, who may never actually stay in an inn. And it makes marketing the real B&B inn much more difficult.

    More Specialization in Style

    As the market becomes more crowded and the inn traveler more discerning, it is important for you to know what kind of inn you want and how to project that to your potential guests. Cynthia La Ferle deplores the tendency of people to “jump on a bandwagon they know nothing about. We’re getting stuck in a Victorian mode; that’s well and good if you have a fine building and you want it to be authentic.” But there are other viable and attractive styles, she says. “Some are now doing English Tudor. Some are looking to the Arts and Crafts era, or the Mission era.” For the most part, innkeepers go for the traditional. According to PAII, B&B owners have renovated more historic buildings than any other industry segment.

    As an aspiring innkeeper, you will have to think hard about the kind of inn you want. This goes beyond architecture. We have some suggestions for you in chapter 5.

    Finding New Guests

    Some inns are trying to appeal to business travelers. These travelers may like the inn environment, but they need certain things to conduct their business, such as telephones, desks, good lighting, computers with Internet access, and fax machines. Many inns have added telephone jacks in rooms, but now suddenly everyone is bringing a cell phone and doesn’t need your phone, thank you. Some inns (the Biltmore Village Inn, for example) had two lines going to each room so that guests could use their laptops and dial up their service. Recently, we added wi-fi (wireless fidelity), a wireless access point with fast Internet access from anywhere in the inn—and the telephone jacks may soon just be ugly patches on the walls. Being up-to-date technologically is a continuing battle, and some innkeepers have opted not to participate.

    Sandra Soule, author of America’s Wonderful Little Hotels and Inns and a regular columnist for BedandBreakfast.com, says that inns should consider appealing to children. Most inns do not; many even discourage children. But, she says, they’re missing a bet.

    Many innkeepers are marketing to single women traveling for business and pleasure. These women often find the home-like inn environment more comfortable, safer, and less threatening than a large steel-and-glass hotel. The ambience of an inn’s parlor is a welcome alternative to the cold anonymity of a hotel lobby.

    Over-fifty travelers are a market niche well worth reaching. Active retirees are probably going to be the fastest-growing travel group. They have the time for and interest in smaller inns, and they often travel midweek and off-season by preference. But they have their own special needs that the innkeeper must be aware of.

    One fast-growing niche is the pet-friendly inn. A number of inns are finding this a lucrative market, and even high-end inns are setting aside a cabin, cottage, or room for pets. Some web-sites cater to this market, such as www.petfriendly.com. (More on children and pets at the inn in chapter 7.)

    Other niches are business meetings, afternoon teas, weddings, banquets, and similar sorts of gatherings. For each of these, you must have an appropriate facility and a willingness to deal with special circumstances.

    Inspections for Quality and Consistency

    State and local regulatory agencies, local and regional inn groups, and travel associations are all tending toward more inspections. In the third category, the most famous are the Mobil Travel Guide and AAA. Both have included B&B inns in their programs for some time, under slightly different requirements than they impose on larger outfits. Their inspections include a strict series of requirements and end in a ranking.

    Inn groups have a more informal inspection method. Since they are often associations of neighbors, the inspections can deteriorate into backbiting. Some associations have fallen apart because of feuding. Others, such as the Independent Innkeepers Association, organized by Norman Simpson and now known as Select Registry, have a base large enough that they can establish some standards.

    There is a trend toward increased regulation by both the public and private sectors. Public policy concerns on the state level revolve around issues of health (food service and water quality) and safety (fire and panic). Local governments are concerned about maintaining the character of a neighborhood. Through zoning ordinances, they often restrict B&Bs by limiting the number of guest rooms and requiring a minimum size for lots and buildings, limiting the proximity of other B&Bs, and requiring off-street parking.

    Private-sector regulations focus on a different set of qualities. Insurance companies want inns to be adequately covered for business interruption, product liability, and potential losses due to fire and theft. Automobile clubs, inn associations, and website guides are concerned with such “soft” standards as innkeeper presence, lightbulb wattage, cleanliness, and the quality of linens.

    Carl recalls one memorable off-season midweek afternoon: “We had a state fire marshal inspect our inn for emergency exit signs, while a field inspector from AAA was investigating the adequacy of our interior window and door locks, and a potential house guest was bouncing on a bed mattress, checking its firmness! All three were ‘unscheduled inspections’ of very different, yet related, aspects of our inn. We passed all three, receiving a renewal of our use permit, a three-diamond rating from AAA, and a two-night walk-in reservation by the guest.”

    State and local regulations are becoming more detailed and, some innkeepers would say, more onerous. The positive side of this increased regulation is that it ensures a general upgrading of quality. And what is better for the business as a whole will certainly be better for individual inns. There’s no question that we are all getting many first-time travelers, and one bad inn can lose a guest permanently. Regulations that prevent schlock operations from starting up, or that close some, are in everybody’s interest.

    On the other hand, regulations that are too picky destroy the delicate financial balance of inns. Many observers think that the larger motel and hotel industry would very much like to do this. That might be paranoia. Then again, it might not.

    Changing Attitudes toward Rates

    Bernice Chesler once remarked, when I complained about price resistance among travelers to rates that had not changed for two years, that there are always new travelers. New travelers in the late 1980s were not particularly sensitive to price. First-time inn-goers in the early 1990s, however, seemed inclined to resist rates they perceive to be too high. In the late nineties, boom times seemed to guarantee high rates forever. But today, price shopping is one of the favorite indoor activities of travelers. Travelers in the early 2000s seem to be looking for value as opposed to the luxury-at-any-price mentality that reigned in the 1980s and late 1990s. Private amenities—fireplaces, hot tubs, scenic views—do command higher room rates, but travelers are often looking for “affordable luxury.” Still, a large segment exists for whom price is not an object, and who will regard severe price-cutting as a sign of lack of quality.

    The Changing Vacation

    Gone are the days when Mom and Dad packed Fido and their 2.3 children in a big station wagon and headed west for a two-week family vacation. Family lifestyles, economics, and work realities no longer permit such travel for many people. Since the realities of post September 11, even getaways close to home are being planned on extremely short notice.

    The U.S. Travel and Tourism Administration has statistics that reveal a general trend since 1973 for Americans to take shorter, more frequent trips closer to home. The trend continues into 2006, according to the Travel Industry Association of America’s 2005 report.

    Extended weekend travel and midweek escapes within a one-tank drive of home now appear to be the norm. Gracious inns in historic, rural, or village settings are right on target. And as long as inns offer what many marketers call high touch—warmth and genuine hospitality, personal service, and attention to detail—to their guests, who live and work in an increasingly high-tech world, they will continue to grow and prosper.

    Carl has noticed a corollary to this trend: the tendency of guests to roost in one spot and explore a region over several days. Day trips from the base might range as far as a hundred miles, from which the guests return “home” each evening.

    This tendency is especially true of older travelers, who dislike having to find a different place to stay each night; worrying about whether they will like the next place as well as the last one, or wishing they had stayed longer, may spoil the day. Innkeepers can take advantage of this trend with clever marketing.

    Upping the Ante

    Rating systems and coverage in upscale publications and on websites are causing the public to expect a great deal of inns, particularly those in the luxury category. This is spilling over onto inns that have no such pretensions, as guests come to expect amenities that are expensive to provide and, in some contexts, ridiculous.

    Ray Compton of Spring Bank in Frederick, Maryland, finds this trend depressing. “People are being led to believe that they need private baths, whirlpools, fax machines, fireplaces, telephones, televisions, king-size beds, and on and on. Ours is a historic house, and I’m trying to give people a feel of the past. There’s wear and tear on the furnishings, but that shows it’s close to the original.” Many innkeepers actually try to discourage demanding guests from coming for fear that they may not appreciate the experience. On the other hand, meeting and exceeding high expectations is one of the great thrills of innkeeping.

    This issue will be taken up in several places in this book. We suggest ways for you to create the kind of inn you want and then reach the kind of guest who will enjoy your house—without sending out false signals.

    Innkeepers often create two major problems for themselves. One is the problem of honesty. Too many new innkeepers, buoyed by their enthusiasm, simply oversell. In the worst cases, they lie about what they provide or where they are located. This does a disservice to all other innkeepers. Heaven help you if you have done this and get a demanding guest. The unpleasantness of that experience is hard to match.

    The second is a growing problem: the perception of public officials that innkeepers are likely to skirt the law whenever possible. We don’t think this is true, but for reasons of expense, experience, time, and ignorance, innkeepers are sometimes unwilling to focus on the business and legal aspects of their new profession. They often keep very poor tax records or avoid getting permits.

    Keep records from the beginning, either on paper or on your computer. If you’re not good at it, then get a good bookkeeper or accountant. A certified public accountant who thinks about your business will often save more money for you than you will spend on him. Another reason to keep good records is that the IRS is beginning to do more audits of B&B inns, on the assumption that people are hiding money that they take in. That some inns have done so, combined with the poor tax records of honest innkeepers, has reinforced that assumption (bureaucrats do not like poor records).

    We’ll address both these problems in several ways as we go along. We don’t think anyone is going to give you trouble if you are honest and know what laws and regulations apply to you.

    More Food Service

    More and more travelers expect an afternoon tidbit or to take an evening meal in the inn. We suspect that this trend will continue. Inns have a number of ways to approach this problem—or opportunity, depending on your perspective. One is to hire a chef, build a commercial kitchen, hire a wait staff, and start taking dinner reservations. This is expensive. An up-to-code commercial kitchen costs upward of $50,000, a chef isn’t cheap, and a wait staff is hard to manage. Add to that the liquor license and all the extra attention from various zoning, licensing, and taxing bodies, and you have a recipe for a headache. Other inns have exceptions that allow them to serve meals on a small scale or as part of a special prearranged package.

    Another solution is to bring in outside caterers for specific meals. Trying food service on this scale will allow you to discover whether it is something you want to do and whether it is profitable. Catering is a clearly defined outside service; you’re not doing any of it. The problem is that this cannot be done flexibly; you don’t want to absorb the cost of uneaten meals that you ordered on speculation. And if you get into this in a large way, you’re still going to need waiters. You’ll also be pretty tired. Still, if you want something special for guests, you can offer prix fixe meals to groups of at least a certain size, guaranteed as your rooms are.

    

    COMPARING US WITH HOTELS

    When we compare ourselves with the hotel and motel industry, we aren’t at as much of a disadvantage as you might think. We ought not to try to compete with the hotel-motel industry on price, because it invites the wrong kind of comparison and forces us toward unprofitability.

    Hotels and motels often got financing from overgenerous banks in the 1980s, and they did not adapt well to the new realities of the 1990s. Some chains have gone into bankruptcy; others have sold out. In fact, things weren’t so hot for the hotel industry even in the go-go 1980s. It ran up ten consecutive years of losses from 1981 to 1991—reaching losses of $1,000 per room for the year. Hotel occupancy rates dropped to 59.2 percent in 1991, and it dropped still further after the terrorist attack of September 11, 2001.

    The economy segment and the all-suite segment of the hotel-motel industry have done better. They’re the fastest-growing; people are willing to cut down on frills to save money. The occupancy rates of those segments can be over 60 percent.

    Hotels and motels are generally better run and smarter in the new century. They offer bed-and-breakfast-style amenities, such as newspapers, breakfast, whirlpools, Internet access, and cable TV, and are adjusting their rates to reach special segments. Nothing that we can think up will avoid their notice, and they’ll imitate it if they see an advantage. That’s just smart business.

    What does this means for inns? 1) Our rates compare reasonably well to the industry as a whole, given that we don’t have their marketing power. 2) Our guests really want to stay with us. 3) Be very, very careful about competing on price. As Dinie says, “Inns are an ‘experience,’ and a hotel-motel room is a commodity.”

    We are also much less leveraged; the full-service hotel-motel industry is being eaten alive by its debt service, because so many units were built. Over time, as the industry shakes out and there is less lending for lodging, the number of rooms will diminish, occupancy rates will go up, and we’ll still be in fine shape in the inn business.

    

    COMPETITION AMONG OURSELVES

    It is probably inevitable that as inns grow more attractive as an alternative to the nine-to-five job, more people will be trying it than should. It just looks too easy. Arna Fay, who owns the Fox Creek Bed & Breakfast in Fox, Alaska, puts it succinctly: “Everyone in this area with an extra bedroom seems to think he or she can open a B&B, charge half what the hotels charge, brew up coffee in the morning, throw a couple of rolls on the table, and make lots of money. Greed and ignorance are creeping into the business.”

    This is a serious matter. A good part of the charm of this business has been the generosity of longtime innkeepers toward newcomers. Not only have many established innkeepers been willing to do seminars, whose price never covers the value given, but they also offer advice without charge as new innkeepers struggle with the inevitable bumps in the road. There are, however, exceptions to this rule. If it comes to a choice between saving the business and generosity to the innkeepers, the business is going to come first.

    Some communities have experienced overbuilding, and the result is more concern in the community about how many B&Bs there are. Some inns have failed, and some have been turned back into private homes. That trend may continue as real estate values go up in many areas of the country.

    Predators—people who trade on the businesses of those who do things right—are coming into the market. These people thumb their noses at zoning, health, fire, and safety regulations, and brazenly advertise on the Internet, pulling unsuspecting guests away from legitimate inns. Other nasty practices we have seen include guest stealing (referring guests when they are full, but keeping their names and calling back if they have a cancellation); misrepresenting other inns; and calling government agencies or regulatory groups such as AAA with anonymous accusations of lawbreaking in other inns.

    People do strange things when they get desperate. We hope we can prevent some of these things from happening to the business by urging you to have a strong financial foundation, do good research, present a unique inn, and operate ethically.
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