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More than a decade after leaving the hotel business, Barry Sternlicht is making a comeback. And, in doing so, the man regarded as one of the industry’s visionaries believes he has a blueprint for today’s hoteliers as they are squeezed by digital upstarts such as Airbnb and Expedia.

Mr Sternlicht founded Starwood Hotels and Resorts in 1995, and built it into one of the world’s largest hotel groups. He introduced innovations that were quickly imitated by rivals: Starwood’s “Preferred Guest” loyalty programme; Westin’s “Heavenly Bed” that made plush mattresses a unique selling point; and the W Hotels chain, which brought hip, boutique accommodation to the masses.

He left the group in 2005 after disagreements with its management, to focus instead on real estate investing. As the chief executive and chairman of Starwood Capital, a separate Connecticut-based group, he has accumulated $51bn of assets under management.

But, in spite of building this global investment empire, Mr Sternlicht has returned to launching and operating hotels. Over the past year, he has created ultra-niche, design-centric chains in the US and UK, in an attempt to cater to the individualism of modern travellers.

He says this strategy is a response to an industry under threat from digital disrupters such as Airbnb, which can turn any home into a competing mini-hotel, and the online travel agents (OTAs), such asBooking.com and Expedia, which have killed brand loyalty in the hotel business.

However, after 10 years out of the business, his return comes at a time when occupancy and room rates have peaked — and the availability of competing “boutique” experiences, from large chains, independents and online rentals, has never been greater.

“To defend against the Airbnbs and the internet, you have to create distinct experiences,” Mr Sternlicht said. “Consumers are too smart and it’s too easy to check if it’s a good Marriott or a bad Marriott . . . In a world that’s getting hyper-competitive, you have to create a more differentiated experience or you are simply a commodity. A lot of hotels have become commodities and they became indistinct from each other.”

Over the past three years, Starwood Capital has attempted to create a distinct offering in the UK by acquiring about 40 city centre and country estate hotels, and spending £200m to reinvent them. It is now rebranding them as the Principal Hotel Company.                

Mr Sternlicht said the aim was to restore landmark “grande-dame style” hotels to their former glories, suffusing them with old British glamour to attract foreign travellers seeking venues with a sense of history. At the same time he believes he can modernise the hotels’ bars and restaurants to appeal to well-heeled locals — turning them into vibrant “social centres”.

In November, Principal will open hotels in Manchester, York and Edinburgh, each one in a building more than a century old. Others undergoing renovation to be reopened next year include the Hotel Russell in London, and the Grand Central Hotel in Glasgow.

At the same time, Starwood Capital is pursuing a different form of “targeted expansion” globally. Last year, it opened a luxury hotel under its new Baccarat brand in Midtown Manhattan, across from the Museum of Modern Art. This is intended to revive interest in Baccarat, the 250-year-old French crystal maker acquired by Starwood Capital in 2005 — in New York, the hotel is filled with its chandeliers and glassware. Mr Sternlicht is also behind openings in New York and Miami under the 1 Hotels label, an eco-friendly chain that features plants on the walls.

His theory is that hotels must nowadays “say something about the guest”.

“So they will say ‘I stayed at the 1 Hotel because I care about the environment,’ or ‘I stayed at the Principal because I love what they are doing, restoring these Grandes Dames in unique locations around England.’ ”

However, analysts warn that Mr Sternlicht is re-entering a much changed market. He will have to compete for customers who can seek out unique alternatives to hotels online, and increasingly do so. According to Morgan Stanley, increases in revenue per available room — the industry’s preferred measure of sales — slowed in the US and Europe between March and May this year.

“Barry Sternlicht is a legend in the industry and you would not bet against him,” said John Brennan, chief executive of Amaris Hospitality, which owns the Jurys Inn chain and runs hotels under the Hilton Doubletree and Accor Mecure brands. “But the challenge will be making a return on investment. Yes, you have to make hotels look more acceptable to customer tastes but they also have to have good distribution and customers through the doors to ensure you get payback.”

As chief executive of Starwood Hotels. Mr Sternlicht took over Westin Resorts & Hotels Worldwide and ITT Corp, which owned the Sheraton chain and the St Regis hotel in New York. He later turned St Regis into a high-end chain and launched W Hotels in 1998.

But he claims too many hotel operators now suffer from “brand creep”: whereby their separate chains start to look like one another and they fail to target different customers — a criticism he makes of his former company.

“We worked really hard on separating the brands at Starwood Hotels, whether it was Westin, Sheraton, W or St Regis, and I think we succeeded. I think they have lost a lot of that . . . even W got a little off point.”
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