








design, a unique location or topographical
features, superior marketing and aware-
ness building, reputation and word of
mouth - which requires consistently high
levels of services - are all factors that can
set a hotel apart.

“As a leading hospitality consultancy,
we strongly advise our clients to safe-
guard their own identity by targeting their
pre-identified clientele and feeder mar-
kets, and by reviewing all opportunities
when considering branding for their prop-
erties,” reveals Hardick . “We have per-
sonally been involved in successfully
securing established and new hotel brands
into the Middle East on behalf of our
clients, both of which have been extreme-
ly successful and very well received.”

“IHG is focused on differentiating its
brands to stand out from the competition
by focusing on our guests and creating
‘Great Hotels Guests Love’; this will make
them loyal to our brands and come back
to them,” says Bamsey. “Research con-
ducted by IHG has shown that the Middle
East market has a gap for high quality,
internationally branded hotels which place
an emphasis on quality at great value for
money. To help fill this gap IHG has
recently introduced the Holiday Inn
Express brand into the Middle East, with
the region’s first limited service hotel,
Holiday Inn Express at Dubai Internet City
in November 2007. This is the first of its
kind in the Middle East region specifically
targeting the value conscious, short-break
holidaymakers, families and fast moving,
savvy and ambitious business travellers. In
addition, we have recently announced a
$1 billion global relaunch of the Holiday
Inn brand family. By better delivering on
guest needs and expectations, all Holiday
Inn hotels will be required to implement
the relaunch programme to create a more
contemporary brand image, increase qual-
ity and drive consistency.”

“Nakheel is known for its innovative
projects. A great example of how we are
innovating in the hotel industry is pur-
chase of the world’s most celebrated
ocean-liner, the QE2, last year in a $100
million deal. Nakheel Hotel's QE2
Enterprises will be responsible for the
ocean-liner’s transformation to become a
first-class tourism and leisure destination
at Palm Jumeirah. From 2010, the ship will
be berthed at a specially-constructed pier
at Palm Jumeirah where she will be rede-
veloped and form the centrepiece of an
integrated hospitality and entertainment
destination. Upon her transformation,
those who seek exclusive experiences will
have the opportunity to relive a genuine
taste of ‘yesteryear cruising’ in a luxury
floating hotel,” points out Sita.

Hajjar too is very conscious about the

challenge of establishing brand value.
“This is why we have established two dis-
tinct concepts at this stage, Layia for four
and five-star properties and Living Courts
for the furnished apartments, and are
planning to launch the third one next
year,” he informs us. “This will ensure a
distinct differentiation internally and, with
time, each brand will stand alone and be
recognised. A name develops and
matures with time. We are now putting
the right foundations in place to ensure
that. We will also spend time and money
to find the right staff that can project
the soul of the company and grow it. We

The Grand Fort Dubai will showcase a
blend of Indian hospitality with the best
of contemporary international style.

Future Plans

Here are some of the major hotel developments in the region:

e The announcement from the Saudi Supreme Commission for
Tourism that planned developments on the Red Sea will build
557,000 rooms. The projects are expected to attract $ 40 billion in
investment and generate $ 2.6 billion annual revenue.

« Tatweer'’s extension of the Bawadi development in Dubai from 31
hotels with 29,000 rooms to 51 hotels offering 60,000 rooms. This
brings the total project value to over $ 54 billion.

« Nakheel Hotels currently has some of the world’s most prestigious
hotel brands in its growing portfolio, including Kerzner
International with the Atlantis Hotel scheduled to open in Dubai at
the end of this year.

e The 9.5 million sq m Salalah leisure complex in Dhofar, Oman,
which will be complete by 2010 and include an 18-hole golf course,
a first-class marina, several hotels, restaurants, 550 villas and 600
apartments as well as retail outlets.

e The $ 3 billion Desert Islands eco-tourism complex in Abu Dhabi
consisting of eight islands and an onshore ‘gate’. The complex is
expected to generate over $ 320 million annual tourism revenues.
e The launch of a range of budget hotels from operators such as
Coral’s ‘Ecos’, Istithmar and easyHotel.
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want our customers to feel different when
staying in our properties, in addition to
offering them an excellent value-for-
money proposition.”

“Our brand has an incredible narrative
that works well in all the markets in which
we operate as it is based on enchanting
European heritage and elegant Asian serv-
ice values,” says Knipp. “We have an
opportunity to build our brand with our
investments and management contracts
as we can marshall the resources of a
smaller but focused management compa-
ny to ensure that the attention to detail is
there in each of our new hotels, regardless
of location. Our main focus has been and
continues to be on our human resources
and ongoing training.” Langham Hotels
International is a management company

“Major investment into
the hospitality and hospi-
tality-related projects has
made the Middle East one

of the most sought-after
tourist destinations.”

- Gerhard Hardick,
CEQO,
ROYA INTERNATIONAL

with three brands - The Langham,
Langham Place and The Eaton. As an
owner, operator as well as a manager it
has the ability to understand both sides to
bring the best solutions to its partners.

Catering to the créme

The hospitality sector in the Middle
East caters to an extremely high-net-
worth clientele. Does this present any
problems for hotels?

“High-end guests require not only
good quality physical standards, but high
levels of service,” says Camble. “The phys-
ical standards being developed in the region
are increasing with every new luxury
development, setting the bar ever higher
for the rest of the world. However, service
levels need to match the expectation and

THE CHECKLIST!

Dos and don’ts for hotel developers from each of our respondents

Daniel Hadjjar,
CEO, Layia Hospitality

DOS

e Appoint a hotel operator at the very
early stage of the concept.

e Appoint an operator who knows the
local market and the feeder markets.

e Ensure that the feasibility study reflects
a logical ROl — an ROI that takes into
consideration an eventual adjustment
in the market situation in the future and
is not purely based on today’s situations.

e Select the most appropriate location for
today’s needs but, more important, for
tomorrow’s needs.

e Offer a style and facilities required by
the customer and not those necessarily
liked by the developer.

DON'TS

e Don't go it alone if you are unfamiliar
with the industry; hire experts to assist
in various stages of the development.

= Don't develop hotels out of egos; they are
business units.

e Don’t hire an operator unless you
are convinced that he is the right one to
manage the property. Don’t interfere in
the operation if you are a developer —
keep an eye on the property from a
distance. Developers should remain
developers and operators should
remain operators.

e Don't come out with incorrect financial
modules and illogical loans.

e Don't assume that five-star properties
are always the best options.
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Joe Sita, CEO,
Nakheel Hotels

DOS

e Location - from the markets you invest in to the actual site of the hotel, loca-
tion does matter, so choose wisely.

e Select the best partners - choose partners with similar cultures, goals, and
capabilities, as well as strong credibility in the market.

e Set a strategy and stick to it whether it is in budget, mid-market, upscale or
luxury hotels and/or in terms of markets. Remaining focused on one is the
best recipe for success.

e Choose the hotel operator that’s the best fit for the product and market and
not necessarily because you have an existing relationship with them. Make
sure they have no conflicts in the market and bring them on as early as pos-
sible in the design and planning process to get their technical support. This
can save a lot of time and money in the long run.

DON'TS

« Don't get emotionally attached to a project because of its design or concept.

« If a hotel is too expensive or too complex to develop such that the extra cost
will not justify a premium room rate, either re-design or walk away.

Philip Camble, Director,
Cushman & Wakefield Hospitality
DOS
e Be green wherever possible.
e Consider adjacent land uses. » Seek out unique sites.
e Consider mixed-use schemes to spread risk.
e Ensure the market opportunity is clearly understood and the market posi-
tioning thoroughly evaluated.

DON'TS

= Don't over-specify lower grade hotels.

= Don't forget the guest; design with practicality in mind.
e Don't take the ‘build it and they will come’ attitude.
= Don't ignore accessibility issues-road and air.

e Don't overpay for land and contractors.



promise of these magnificent architectural
buildings. As more projects open in the
Gulf region, the demand for labour is like-
ly to grow very quickly and this new
labour needs to be trained in the delivery
of high standards of service. Pressure on
good quality people will come from the
expanding economies of Asia, where
countries will want to retain their skilled
workers to service their own expanding
tourism economies.”

Hajjar agrees, saying, “The main chal-
lenge facing the hospitality industry is the
quality of service. One reason is related to
business trends. Everyone is doing so well
that the need to focus on training is being
neglected. There is no real need to go the
extra mile these days, unfortunately. The
other reason is finding the right staff. The

John Bamsey, CEO-Middle East &
Africa, InterContinental Hotels Group

DOS

e Get an independent market demand
study done by a reputable hospitality
consulting firm including ROI analyses
based on estimated construction costs.

e Bring your hotel operator on board
early so that you don’t waste too much
time and costs on hotel designs which
are likely to require significant changes.

e Do consider paying a premium for sites
that offer good access and visibility.
(Corner site, main arterial road, prime
beachfront etc).

» Consider options other than luxury hotels.
Not everyone travels in first or business
class.

e Look upon hotel assets as a business
rather than merely bricks and mortar. A
hotel’s value is determined by its cash
flow from operations, not its build or
replacement cost.

DON'TS

e Don’t assume room rates will continue
to climb forever. Hotel markets operate
in cycles based on supply and demand.

e Do not underestimate the power of a
strong hotel brand and the manage-
ment expertise of hotel companies and
their distribution systems.

e Do not engage an architect who has
zno hotel design experience. Compared
to office towers and shopping malls,
hotels are very complex buildings.

e Don't invest in hotels because you like
staying in them. Focus on return on
equity rather than return on ego.

e Don't skimp on the hotel design and
quality of finishes. You only get to build
a hotel oncel

hospitality industry is booming worldwide
and the countries where traditionally pas-
sionate staff could be found are running
dry owing to the opportunities in their
home countries and the world at large.”
“Nakheel Hotels is actually focussed
on both the luxury and branded budget
ends of the hotel market. We see continu-
ing strong growth in these two segments.
In the branded budget segment, guests
expect a clean and safe room - a good
night’s sleep at an affordable price in a
convenient location. Guests in the budget
sector don’t want to pay for services and
facilities that they don’t need. Consistency
of product and standards at an affordable
price is the key to satisfying guests in this
segment. In the luxury segment guests
expect very high levels of service - not

Helmut Knipp, Senior Vice President - Development,
Langham Hotels International
DOS
= Bring your operator on early - preferably before you hire the architect and
break ground.
e Listen to your operator.
e Take the long view and allow the hotel and resort to develop naturally.
e Pay attention to your location.

DON'TS

e Do not overbuild for the market - don't build a five star hotel when the mar-
ket only supports and demands 3 and 4 star properties.

= Don’t short change the fit out.
e Don't short change the back of house and storage spaces.

Gerhard Hardick, CEO, Roya International

DOS

= Use the assistance of specialist consultants who have proven experience in
the hospitality field. This can prevent costly mistakes and prove invaluable
especially with limited time frames.

e Become familiar with hotel operator contracts as these have become much
more stringent and sophisticated.

e Ensure correct space planning during the preliminary design. This can prove
to be extremely costly if not considered a key focus from the beginning.

= Be realistic in what can be achieved, taking into consideration the size of
the land, location and budget allocation.

e Get a basic understanding of the fundamentals of hotel functions.
Knowledge will better position developers, and allow more participation.

DON'TS

« Typically don't involve operators too early unless it is a high-end, five-star
property. For a mid-ranged product, involving the operator at an early stage
can prove to be time consuming and costly, causing delays in the design process.

e Don't distance your involvement in the project, allowing the operator to
assume full responsibility. Although it is a joint agreement, the operator will
always consider their needs above the developer’s.

e Don't underestimate the importance of involving specialist hospitality
advice during design and development. This can maximise your return on
investment and improve the efficiency of the building for guest comfort.

e Don’t divert from the original concept. This will ultimately prove to be
costly, time consuming and, more often than not, less efficient.
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K| COVER STORY

“The main challenge
facing the hospitality
industry is the quality

of service.”

- Daniel Hajjar,
CEO,
LAYIA HOSPITALITY

“Unlike other destinations,
the Middle East, especially
Dubai and Abu Dhabi,
apparently operate on the
principle 'build and they
will come.”

- Helmut Knipp,
Senior Vice President -
Development,
LANGHAM HOTELS
INTERNATIONAL
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simply a lot of staff but the kind of service
that anticipates their needs and is attentive
but discreet,” says Sita.

“Our InterContinental Hotels and
Resorts luxurious and upscale brand is
famous for its Insider Packages which offer
guests authentic local experiences to
enrich their lives and broaden their out-
look. The InterContinental concierge serves
as the ‘in the know’ ambassadors to the
brand and the city in which they operate,
offering guests unique and sophisticated
experiences that set them apart from their
peers and help them feel more worldly,”
says Bamsey. “As the travel market in the
Middle East matures and diversifies, IHG is
committed to introducing various proper-
ties to suit the needs of today’s varied trav-
ellers ranging from luxury, with our
InterContinental Hotels and Resorts brand,
to value for money, with our Holiday Inn
Express brand.”

“At certain levels of luxury hospitality,
you should be providing certain levels of
product standards and services that sepa-

hotel industry in the region?

“If you look at the investments that
governments are making in this field, with
new airports, airlines and cities, the future
is still very promising and the opportuni-
ties are great,” says Hajjar, adding, “It is
essential to combine the location with the
right category of properties for this location.”

“Investment in hotels during the cur-
rent situation is excellent owing to
demand and development availability,”
Hardick tells us. “The average ROI of hotels
presently stands at approximately 16-20
per cent. However, once the majority of
planned and developing projects come to
fruition in the next few years, we anticipate
this to reduce to a steady 5-10 per cent,
which in the international arena is still a
very acceptable ROI. Considering the num-
ber of high end projects planned and cur-
rently under development, a market that
does not represent significant presence in
the Middle East as of now is the mid-range
segment. Mid-range developments in
the right location will definitely present a

Dubai has become an important tourist destination and the hotel sector is experiencing a dramatic growth.

rate you from the pack and provide excep-
tional guest experiences - it’s not only the
exceptional - but the everyday luxuries
which will keep the guest returning,” rea-
sons Knipp, who was unhappy with the
services provided by two high-end hotels
he recently stayed in. “These hotels | men-
tion are relatively new and the facilities are in
excellent condition but the service is declin-
ing while greed is on the rise just as rapidly.”

Service standards are on Hardick’s
mind too when he says, “While the hotels
are overall successful in meeting guest
expectations in the services and facilities
on offer, there is certainly room for
improvement in terms of service stan-
dards, where much more emphasis is
required on technical staff training. If slip-
ping service levels are not addressed, this
could have a detrimental effect on the
current reputation. Further, although
the Middle East with its recent expansion
and media focus is attracting reputable
food and beverage brands and high-profile
culinary individuals, this is generally a
segment that can be further developed
and improved.”

Future watch
So what does the future hold for the

good investment.”

“IHG currently has 79 properties and
19,476 rooms across four hotel brands in
the MEA region and a further 41 properties
and 10,819 rooms in the development
pipeline - with RevPar growth of 20.2 per
cent,” says Bamsey.

“Growth rates vary from country to
country in the Middle East but generally is
in excess of 10 per cent and will probably
remain there for the foreseeable future,”
says Knipp.

Camble too believes that “the branded
economy lodging and mid-market brand-
ed accommodation in the region is still
very underdeveloped. If the region is to
grow, mature and broaden its sources of
demand, the supply side will need to
diversify. Growth rates in these lower
grade hotels will be significant and
will drive supply-led demand growth.”
And in all this growth, he doesn’t want
hotels in their region to lose their soul.
“We need more diversity and more eco-
logically sensitive development, and more
developments that relate to Arabia’s rich
heritage and culture,” he urges. “Consu-
mers want to feel the real Arabia, not stay
in sanitised, cookie-cutter premises.”
Amen to that! CW





