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Reversing the trend of the 1990s, a rash of public hotel companies were ’taken private’ in leveraged buyouts during the first
years of this century, including such notable firms as Prime Hospitality and Hilton. 

A new hotel research report by John B. (Jack) Corgel analyzes these transactions to determine why private equity was so
active in the hotel industry. The report, ’Private Equity Investment in Public Hotel Companies: Recent Past, Long-term
Future,’ is available at no charge from Cornell’s Center for Hospitality Research 

(www.hotelschool.cornell.edu/research/chr/pubs/reports/2008.html). 

Corgel, who is the Robert C. Baker Professor of Real Estate at the Cornell School of Hotel Administration, found that private
equity has several advantages over public companies in ownership of hotel companies primarily due to their real estate
interest. Among other advantages, he found that private equity firms have more consistent access to capital than do public
firms during recent years, while at the same time publicly held real estate assets tend to be undervalued by the market. 

Private Equity Has Wider Scope of Action 

A distinct financial advantage in current low interest rate environment is that private firms can make greater use of debt
financing than can publicly held real estate investment trusts (REITs). Beyond the financial advantages, private firms do not
face the regulatory requirements that cover public companies. 

Then there’s profit. ’In the end, private firms have been able to realize considerable return from their purchases,’ said Corgel.
’Blackstone, for instance, repackaged and sold Prime Hospitality’s AmeriSuites chain to Hyatt. I cannot see how two public
companies could have completed this transaction in the way that it worked for Blackstone and Hyatt.’ 

Although the flow of financing has been cut off by the current credit crunch, Corgel sees reasons why the hotel industry will
continue to privatize when normal market conditions resume, even though approximately 80 percent of hotels are already in
private hands. ’Although there’s nothing wrong with public ownership of hotel chains, my study indicates that private
ownership might be a better overall fit for the industry,’ he concluded. 

Thanks to the support of the Center for Hospitality Research partners listed below, all Cornell Hospitality Reports and Tools
are made available free of charge from the center’s website, www.chr.cornell.edu. 

About The Center for Hospitality Research 

A unit of the Cornell School of Hotel Administration, The Center for Hospitality Research (CHR) sponsors research designed
to improve practices in the hospitality industry. Under the lead of the center’s 71 corporate affiliates, experienced scholars
work closely with business executives to discover new insights into strategic, managerial and operating practices. The center
also publishes the award-winning hospitality journal, the Cornell Hospitality Quarterly (formerly the Cornell Hotel and
Restaurant Administration Quarterly). To learn more about center and its projects, visit www.chr.cornell.edu. 

Center partners and sponsors: AIG Global Real Estate Investment, American Airlines Admirals Club, Davis & Gilbert LLP,
Deloitte & Touche USA LLP, Denihan Hospitality Group, Expedia, Inc., Four Seasons Hotels and Resorts, Fox Rothschild
LLP, General Growth Properties, Inc., HVS, InterContinental Hotels Group, job.travel, JohnsonDiversey, Inc., Jumeirah
Group, LRP Publications, Marriott International, Inc., Marsh’s Hospitality Practice, Mobil Travel Guide, Inc., Nestlé,
PricewaterhouseCoopers, Proskauer Rose LLP, Smith Travel Research, Southern Wine and Spirits of America, Inc., SynXis
(a Sabre Holdings Corporation), Taj Hotels Resorts and Palaces, Thayer Lodging Group, TIG Global, Travelport, WATG,
and WhiteSand Consulting. 

Center friends: 4Hoteliers.com American Tescor, LLC Argyle Executive Forum Caribbean Hotel and Restaurant Buyers
Guide Cody Kramer Imports Cruise Industry News DK Shifflet & Associates ehotelier.com EyeforTravel Fireman’s Fund
Insurance Company Gerencia de Hoteles & Restaurantes Global Hospitality Resources Hospitality Financial and Technology
Professionals (HFTP) hospitalityInside.com hospitalitynet.org Hotel Asia Pacific Hotel China HotelExecutive.com Hotel
Interactive Hotel Resource International CHRIE International Hotel and Restaurant Association International Hotel
Conference International Society of Hospitality Consultants (ISHC) iPerceptions KPMG Japan/Global Management
Directions Lodging Hospitality Lodging Magazine Milestone Internet Marketing MindFolio PKF Hospitality Research The
Resort Trades RealShare Hotel Investment & Finance Summit Resort+Recreation Magazine RestaurantEdge.com Shibata
Publishing Co. Synovate The Lodging Conference TravelCLICK UniFocus WageWatch, Inc. WIWIH.COM 

This article comes from Hotel News Resource
http://www.hotelnewsresource.com 

The URL for this story is:
http://www.hotelnewsresource.com/article33069.html

© 1998 - 2008 Nevistas and the author. 

http://www.hotelnewsresource.com/article33069.html
http://www.hotelnewsresource.com/article33069.html
http://www.hotelschool.cornell.edu/research/chr/pubs/reports/2008.html
http://www.chr.cornell.edu/
http://www.chr.cornell.edu/
http://www.hotelnewsresource.com/
http://www.hotelnewsresource.com/article33069.html


Brought to you by Hotel News Resource
Distribute your news on our Network

See what all the buzz is about at: 
http://www.hotelnewsresource.com/Info-news_account_info.html 

http://www.nevistas.com/rdnpdft.php?id=10008&ref=1

