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1

I N T R O D U C T I O N

The Hotelier’s Secret

WHEN MY FIRST BOOK, The Power of We: Succeeding Through Partner-
ships, was published in 2004, the reception it received was very gratify-
ing. The book sold well around the country and the world, and
appeared on national best-seller lists. To this day, I get calls and e-mails
from readers eager to tell me how much they enjoyed learning about
the power of partnerships from the book. They also share their stories
about how they’ve put some of the ideas into practice in their own
lives and careers.

Perhaps most enjoyable for me, the publication of the book gave
me the opportunity to speak before a wide range of audiences. The tra-
ditional author tour, which some writers describe as an ordeal, turned
out to be great fun. As the CEO of Loews Hotels, a midsize chain of
luxury hotels that is a subsidiary of Loews Corporation, I was invited
to speak to many organizations and individuals involved in the hospi-
tality and travel industries—airlines, restaurants, travel agencies, tour
operators, cruise lines, and my fellow hoteliers. But even more interest-
ing, I had the chance to speak with thousands of people from many
other lines of work, from bankers and teachers to retailers and service
professionals. I gave talks before groups of concrete manufacturers
and suppliers of rubber hose, and at companies like Microsoft and
Amazon. Employees and leaders of not-for-profit groups invited me to
speak with them, as did many people connected with government
agencies large and small. And countless students, both in business
schools and in undergraduate colleges and universities, wanted to
know how they could apply the lessons I had learned to their own
work lives.
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2 INTRODUCTION

Naturally enough, most of the stories I told in The Power of We and
during the book tour that followed were drawn from my experiences
as a hotelier. At the start of my tour, I was a little concerned: Would au-
diences from varied walks of life find my tales of the hotel business in-
teresting and meaningful or would they seem boring and irrelevant?
To my delight, I received an amazing response. It turned out that peo-
ple like hearing about the adventures, challenges, and triumphs of a
hotelier, and they find the lessons I’ve learned over the years not only
relevant to their own work but extremely useful.

There are probably several reasons for the widespread interest in
the hotel business. One factor is that everyone knows (or thinks they
know) the hotel business: we’ve all stayed in hotels, experienced great
and not-so-great service in them, and developed strong opinions
about what we like and don’t like. Another is the intimate nature of the
services hotels provide: hoteliers get to know and cater to some of the
most personal needs of their clients, which creates some daunting
challenges (and generates some colorful stories). People come to hotels
for many of the most important moments in their lives, from bar mitz-
vahs, sweet-sixteen parties, weddings, honeymoons, and anniversary
celebrations to crucial business meetings, family reunions, and once-
in-a-lifetime vacations. The sheer drama of what goes on in a hotel
makes the life of a hotelier inherently interesting.

However, there is another more basic reason why my work in the
hotel business is interesting, and perhaps even important, for people in
many walks of life.

In today’s world, organizations of every kind—not only businesses
but also government agencies, cultural institutions, and not-for-profit
groups—are experiencing huge difficulties in attracting and retaining
clients. Competition is intensifying, consumers are becoming more de-
manding, and old ways of creating customer loyalty have lost much of
their impact. And with the communications media becoming ever
more interactive and fragmented, it is becoming harder and harder for
organizations to convey a strong and convincing message to the gen-
eral public.

In this difficult environment, offering a good product or a useful
service is no longer enough. Today’s consumers are looking for some-
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The Hotelier’s Secret 3

thing more—a relationship with an organization that will truly enrich
their lives. As a result, organizations are discovering that the only sure
way to establish strong and lasting connections with their clients or
customers is by providing them with experiences that are unique,
memorable, delightful, comfortable, and deeply rewarding. And this is
exactly what the best hoteliers have always specialized in doing.

Just consider a few of the unusual characteristics of the hotel
business:

• Whereas most organizations address a single, often narrow human
need, hoteliers are responsible for their clients’ total well-being—
physical, emotional, psychological—from the moment of check-in
until the visit ends. We have to find ways to make everything about
our guests’ stay enjoyable, which calls on a wide range of skills, tal-
ents, and processes.

• Unlike most organizations, a hotel is open for business 24 hours a
day, 365 days a year. There are no down times for retooling our sys-
tems or recharging our batteries; changes and adjustments to the
business must be handled on the fly, even as more customers are
arriving to be cared for. Being a hotelier may not be quite as de-
manding as, say, being the chief physician of a busy emergency
room or president of the United States—but believe me, it has its
moments.

• Hoteliers must nurture people who are in a vulnerable situation.
They are on the road, far from their homes and often from their
families, totally dependent on the hotel for safety and security as
well as basic physical needs: a fine meal, a good night’s sleep, a
well-appointed bathroom. People literally put their lives in our
hands, which is a sobering, daunting challenge.

• Hotel guests bring an incredible range of expectations to their en-
counters with us. For the business traveler, a state-of-the-art ser-
vice center with high-speed Internet access, a conference room,
and the availability of specialized services like language interpreta-
tion may be the most essential requirements for a successful stay.
For a honeymooning couple, a magical atmosphere of romance,
indulgence, and privacy may be the key. And a vacationing family
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4 INTRODUCTION

may need a concierge with the local knowledge to suggest a week’s
worth of fun activities for everyone from a grade-schooler to an
octogenarian.

Driven by these customer requirements, we in the hotel business
have developed a unique expertise in the art of creating great experi-
ences—not just now and then but consistently, over and over again.
Call it the hotelier’s secret. And in today’s ever-more-demanding, ever-
more-competitive arena, this secret is not just relevant but potentially
extremely valuable for leaders of every kind of organization.

This book is my opportunity to offer insights into the art of creat-
ing great customer experiences based on my years in the hospitality
business as well as to share stories and lessons I’ve gathered from my
colleagues and mentors here at Loews Hotels and around the industry.
However, the ideas in these pages extend far beyond the hotel business.
My coauthor, Karl Weber, and I have sought out examples and stories
from many industries as well as from the worlds of nonprofit and gov-
ernment work to illustrate how great organizations of every kind are
discovering powerful new ways of forging lasting customer connec-
tions. We also depict the challenges and pitfalls they’ve encountered
along the way.

Leaders and aspiring leaders of organizations everywhere are in-
vited to draw on the lessons in these pages and to share with us your
ideas, experiences, problems, and experiences as you seek your own
ways of providing customers with unforgettable experiences. Here’s
hoping you’ll enjoy exploring the ideas in this book as much as we’ve
enjoyed developing them for you.
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7

C H A P T E R  1

What Happened to My Customers?

IT IS PROBABLY NORMAL FOR PEOPLE TO ASSUME THAT THE PROBLEMS

they face are tougher than those encountered by past generations. Per-
haps it is a way of consoling ourselves for the difficulties we encounter
and of fortifying ourselves psychologically for the challenges to come.

It is an especially tempting attitude for those of us who help to run
organizations. We look back at the business world our parents partici-
pated in a generation ago—or, for that matter, at the worlds of educa-
tion, health care, social engagement, or politics—and we wax
nostalgic. Those were simpler times, we think, when the United States
was on the rise, cities and neighborhoods were safe, incomes were
growing, families were strong, and technology seemed to promise end-
less progress. By contrast, today’s world—troubled by terrorism, inter-
national discord, increasing social and economic inequality, and
hyperpartisan politics—feels like a much less friendly, secure place.

Pessimism isn’t my thing. I’ve always been a great believer in the
opportunities available to all of us, not just here in the United States
but increasingly throughout the free world. Having seen how my own
family rose from modest working-class status to success in the world
of business through hard work, creativity, attention to the needs of
others, and a bit of good luck—and having seen many others achieve
just as much or more—I remain a partisan of the American dream.
And being an optimist who believes that people armed with determi-
nation can overcome almost any difficulty goes with that territory.

Nonetheless, as a hands-on manager of a business (the Loews
Hotel brand), as an active participant in the direction of that business’s
parent (Loews Corporation), and as a deeply engaged leader of one of
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8 THE PROBLEM AND THE SOLUTION

the world’s largest and fastest-growing industry sectors (travel and
tourism), I’ve been well placed to see the changes that the past two to
three decades have brought to the business world and, more broadly, to
the relationship between organizations of all kinds and the people they
serve. And what I’ve seen has convinced me that, in some ways, today’s
business world is perhaps the most challenging in recent history.

Don’t misunderstand me, we have plenty to be grateful for: the
spread of economic and political freedom around the world in the
wake of the collapse of the Soviet empire; the technological advances
that have made both business and daily life far more productive, var-
ied, and enjoyable than our parents could have imagined; the expan-
sion of opportunity to American women, young people, and racial,
ethnic, and religious minorities; and the steady increase in innova-
tion that has created many kinds of new businesses, not-for-profit
groups, and political and social organizations, all working to expand
individual choices and advance human welfare. In many ways, the
early years of the twenty-first century are an incredibly exciting time
to do business.

But this is also an extraordinarily difficult time, filled with the
challenges that come from change. In fact, some of the remarkable,
positive developments mentioned in the previous paragraph are con-
tributing to the strains that most organizational leaders are experienc-
ing as they try to adjust to life in a rapidly evolving environment.
Change is good, especially when it creates new freedoms. But change is
also stressful.

Most leaders will quickly recognize the symptoms of the organiza-
tional stresses that have been caused by the economic and social dislo-
cations of recent decades. They include:

• Shrinking brand loyalty: A generation ago, iconic American
brands—from Coca-Cola, Ford, and Levi’s to Sears, Zenith, and
Kellogg’s—ruled the world and commanded the lifetime loyalty of
tens of millions of consumers. Today, customers seem to be ready
to jump to the competition at the click of a mouse.

• Increased price sensitivity: Brand loyalty once commanded a price
premium: Customers were willing to pay a little more for the
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What Happened to My Customers? 9

* Those who are served by not-for-profits and government agencies are commonly re-

ferred to by terms such as clients. Throughout this book, however, I use the word cus-

tomers, no matter whether for-profit businesses or other kinds of organizations are

being discussed.

higher quality they associated with their favorite goods and ser-
vices. Today, trained by years of price wars and discounting, cus-
tomers are exerting intense, unyielding pressure on their suppliers
to meet or beat competitive prices or lose the business.

• Heightened competition: Globalization, new media, technological
and strategic innovation, and a global flood of capital seeking in-
vestment opportunities have spurred the emergence of new com-
petitors in almost every business sphere from around the country
and around the world. New kinds of competitors have multi-
plied—for example, if you run a local hardware store, you are now
competing not just against other hardware stores but against Inter-
net web sites, big box retailers, giant discount outlets, and individ-
ual sellers on eBay.

• Increasing customer knowledge, skepticism, and power: Today’s
consumers are more sophisticated than ever before. Raised in
the world of Ralph Nader, Consumer Reports, and the Internet,
they are accustomed to comparing products and prices, scruti-
nizing quality claims with a jaundiced eye, and demanding 
satisfaction when products or services fall short. And these atti-
tudes aren’t applied only to business. Citizens have become just
as demanding and hard-nosed (some might say cynical) about
government, social and civic organizations, and not-for-profit
institutions.

As a result of these trends, it is getting harder and harder for busi-
nesses, not-for-profits, and government agencies, to understand, at-
tract, satisfy, and retain their customers.* In fact, the basic connections
between organizations and customers—once relatively powerful, long-
lasting, and mutually beneficial—are increasingly breaking down.
This disturbing trend is making itself felt in a host of ways.
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10 THE PROBLEM AND THE SOLUTION

Desperate Companies: When the Old Connections Break Down

Launching successful new products has always been difficult. But the
evidence shows that in recent decades it has become more challenging
than ever. An authoritative 1991 survey by the Product Development
and Management Association found that just 1 in 11 serious new
product ideas is developed and brought to market successfully.1 A
more recent study by the respected Doblin Group, a Chicago-based
firm that is a leader in innovation strategy, found that some 96 percent
of all attempts at innovation fail to meet their companies’ target rates
for return on investment.2 Thus, meeting your organization’s growth
objectives is no longer a relatively simple matter of developing a few
spin-offs from already successful products or launching an exciting
new brand. With store shelves already overflowing with thousands of
goods and service offerings that jockey for attention, it is getting
harder and harder to break through the new-product clutter.

For generations, organizations turned to traditional techniques of
advertising and marketing to connect with customers. Now those
tried-and-true business tools are losing their potency.

Not so long ago, if you were launching a new product or a new ad
campaign, you could run a 30-second commercial on any of the three
major television networks and be assured that you’d reach a huge
swath of the national consumer market. Those days are long gone.
With the proliferation of cable networks and the fragmentation of the
mass audience, “you’d need to advertise on 92 channels to reach that
same audience today,” says one media consultant.3

After years in denial, today even executives at leading ad agencies
are speaking about the crisis their industry is experiencing. Douglas
Atkin, a partner and chief strategy officer at Merkley + Partners,
speaks gloomily about the waning power of advertising and the grow-
ing complications in reaching out to customers:

I used to be a brand manager at one of the most famous brand mar-
keters of all time. In fact, they would claim that they invented brand
marketing—Procter & Gamble. There was a time when there were just
very, very simple ingredients to how you create a brand: You develop the
best possible product; you have a great visual identity; you advertise the
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What Happened to My Customers? 11

hell out of it; you get distribution and the right price; and it works. The
consumer saw the brand in advertising, bought it at the store, and used
it in the washing machine. Nowadays, the brand is communicated
everywhere through word of mouth, through the impression in a retail
store, through advertising, through guerrilla activity. In fact, actually
the biggest stimulant for someone to buy something is word of mouth.
Advertising is increasingly retreating as a persuasive media.4

Even as advertising retreats, other forms of communication are
growing in importance. Unfortunately for leaders, they are often forms
that organizations have little or no control over. Blogs—those interac-
tive Internet web sites that anyone with a personal computer (PC) and
a web browser can set up in just a few minutes—have now acquired the
power to make or break brands and even companies overnight. Take a
blog like Gizmodo. It’s a popular guide to new high-tech gadgets and
toys that boasts 1.5 million visitors every month. A reviewer on Giz-
modo endorsed the company DiscHub, which makes a simple yet in-
genious soft neoprene gadget for safely storing CDs, DVDs, and
similar items. Almost immediately, hits on DiscHub’s web site in-
creased from 20 to 10,000, and today the company founder Jonathan
Bruck credits Gizmodo with making the firm successful. Similar suc-
cess stories have been attributed to blogs such as MoCo Loco (which re-
views modern design and architecture), Dailycandy (which features
clothes and cosmetics), and Treehugger (which covers environmentally
friendly products).5

When an organization runs afoul of the blogosphere, the results
can be disastrous. In September 2004, a maker of bicycle locks named
Kryptonite was blindsided by a series of postings on blogs frequented
by bike lovers that claimed certain models of Kryptonite locks were
vulnerable to picking simply by using a plastic pen. At first, the com-
pany disregarded the furor (“It’s just a few techies, no big deal”). But
soon Kryptonite found its products being pulled off the shelves of bike
stores and its sales plummeting.

Kryptonite has since recovered, introducing a new line of locks
with the design flaw remedied. And they have also made monitoring of
the blogosphere—and participation in blog forums about biking—a
regular part of their public-outreach efforts.
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12 THE PROBLEM AND THE SOLUTION

With advertising in decline and consumer-driven communications
growing in stature, some marketing professionals are waving the white
flag. Martin Puris, founder of Ammirati & Puris, one of Madison Av-
enue’s most venerable agencies, is among many advertising executives
who are defecting to nontraditional media. Puris spent 30 years driv-
ing huge sales through great TV advertising based on simple, powerful
slogans; he’s the man who dubbed the BMW the “Ultimate Driving
Machine.” Today he calls TV the “dead zone.” In partnership with John
Bernbach, another pro with deep roots in advertising history (his dad
helped found the legendary Doyle Dane Bernbach agency), Puris has
launched a new company called Not Traditional Media (NTM) to
focus on everything but traditional advertising. NTM is linking clients
to customers through such innovative—sometimes untested—chan-
nels as light boxes in subway tunnels, product samples given to guests
at extended-stay hotels, even TV programming targeting bedridden
patients in hospitals.

Many organizations are testing the new nontraditional marketing
and advertising channels that consultants like NTM are flogging. Some
are giving consumers the power to create their own advertising. The
Converse sneaker company has created the Converse Gallery, a web site
where thousands of fans have posted 24-second video clips lauding the
company’s footwear. Some of these amateur films have been chosen to
appear in Converse’s TV ads. Many consider these do-it-yourself ad-
vertising programs a new and promising way of connecting to the pas-
sion that customers feel for their favorite products.

But they may also make organizations vulnerable to embarrassing
mishaps. During the 2004 presidential campaign, the Republican Na-
tional Committee (RNC) created a web site titled “Make Your Own
Campaign Poster.” It was a great way to tap the political passions of an
election year—but the RNC was forced to shut it down when Democ-
ratic partisans raided the site and created snarky ads for the Bush/
Cheney campaign with satiric slogans like “Ending our nightmare of
peace and prosperity.”6 Giving customers the keys to your company
may be a tempting notion in an era when company-driven communi-
cation is losing its power, but it also reflects the increasing fear of being
out of touch with customers that many organizations are feeling.
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