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 REFLECTING THE country�s continued economic progress 
in the recent years, the core and allied sectors alike are 
undergoing a metamorphosis. This includes, in addition 

to infrastructure and housing�a highly noticeable sector� 
hospitality and allied services. 

Many factors�strong GDP growth, favourable demo-
graphics, value chain advancement for outsourcing, rising 
investor con�dence, open economic policy encouraging 
FDI and strengthening ties with the devel-
oped world�have increased tourists� arrival 
to India. The success of the Incredible India 
campaign saw the country garnering about 
$6.7 billion as tourism revenue. The upcom-
ing Commonwealth Games in 2010 has also 
accelerated infrastructure development.

Demand Driven Growth
A signi�cant landmark in the whole scenario 
is the government�s initiative in the hospital-
ity sector. Several developers in the national 
capital region (NCR) have evinced enthusiasm 
to enter the hotel industry after the Union Finance Minister 
announced a �ve-year income-tax holiday for two, three 
and four-star hotels built in the region. However, it should 
be noted that the story does not necessarily begin with 
reforms. The roots are �rmly laid in a multitude of factors, 
the foremost among which happens to be the all-round 
business potential. The interest from hospitality majors 

appears to be pervasive across the continent now. With an 
increasing demand for quality rooms due to enhanced do-
mestic as well as international travel, the hotel industry is 
well positioned to scale new heights, particularly in India. 

Reportedly, the current supply of rooms across 10 
major cities is approximately 26,600 branded rooms, 
and by 2010 this number is expected to rise by an ad-
ditional 55,000 rooms. The World Travel and Tour-

ism Council has forecast requirement 
for an additional 100,000-125,000 rooms  
over the next decade. �Service Apartments� is 
one category that offers tremendous opportu-
nities and has so far not received due atten-
tion from the industry. 

Two To Tango
A key driver of a successful business model 
in hospitality is its real estate component. Not 
surprisingly, many developers have ventured 
into this industry. It needs to be understood 
that high land costs render hospitality devel-

opment either unviable or a shaky proposition. The market, 
as it moves up the life cycle, is witnessing many alliances 
between developers and hotel operators for their expansion 
plans. The proven models of management agreements with 
hotel management companies are fast emerging as viable 
alternatives. The developer can still make lucrative pro�ts 
in the business. Real estate players like DLF Universal, 
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Emaar-MGF, Ansals, Vatika, Ambience and Parsvnath have 
taken the cue and begun in right earnest. The ownership 
of these hotels will be retained by various special purpose 
vehicle (SPVs) formed for the purpose, while management 
and marketing functions will be handled by the partners�
the high value hotel management companies.

Reportedly, the Vatika group will be using 33 acres from 
its land bank for developing the Westin (a Starwood brand) 
chain of hotels in Bangalore, Jaipur and Gurgaon. US hos-
pitality major Carlson partnered with Unitech group by 
picking up a stake in its new venture for introducing the 
Regent hospitality brand in India. 

The Marriott chain also has a strategic joint venture with 
Unitech. The developers are venturing with hotel majors 
in tier II and tier III cities. As there is a strong correla-
tion between hotel demand and commercial development, 
the boom in real estate would offer lucrative ventures for 
hoteliers, especially in areas where the IT/ITES sector is 

growing. New airport projects across various cities would 
provide some exciting opportunities for hotel development. 
Numerous large SEZs would also be able to absorb mul-
tiple hotels and the smaller SEZ could accommodate mid-
market/budget hotels.

The hospitality sector boom is all set to bring equilib-
rium, over the course of time, to demand and supply for 
quality hotel rooms. The new partnering business model 
ensures fair participation and accountability of both par-
ties (landowner and hospitality chain) as they complement 
each other�s needs and share the fundamental outlook of 
enhancing the bottomline of the business. We may have 
only seen the tip of the iceberg. As the growth story un-
folds progressively, the hospitality sector can only experi-
ence an exponential rise in the near future .
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ALL DrESSED UP:  The booming hospitality sector is expected 
to �ll the demand-supply mismatch in quality hotel rooms


