Lower tariffs but better returns
entice hoteliers to budget segment
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Close o Mumbai's domestic
alipeoet, Avooor s mild-scate hogel,
ke [his; stands on leased and,
Each room in the hotel s
been developed at a ciost af
arcnmd T2 lakh, The rooms
command an average rate of
$[.000 per night, Not far from
Che [is, the asory Foudr
Seasins has vasted 12 crore
o rowum, almost six timis the
sum spent by Thise in onder 1o
earn doualbila the average room
rabe of 21000 Whin the (G-
ures are sracked against each
other, it is clear that the small-
ef, 400-square -feet This fooms
offer-better returns than: the
150 -5quane-feet lusnary rooms
i Foulr Seasons,

Givien such numbsers, reany
comipanies  have suddenly
recognised this potential ofthe
budget segment for kigher as
well as more stable refums,
“Aoveea theworkd badeet hotels
iEE VS DelTar e uEns,” IVers
Baushik Vardharsjgn, manag-
ing director, HVS India, *The
gesration pericad s lower and
break-even is fastern.” S0, more
Tl S THRRD £%ET Are Mo Seing
the space that They had lgnored
till a fow wears apo

Chennai, And in gt and

Marmiott hotels weross Lhe coun-

Ly, el B ; 3%
1ol imeessment on horels of
Lo B nhe L 8TH

rmid-scale & Els
Thiel H-_ﬂ.-:is., WEIC s Hed

iy wilth the Intereontinental
Horal growap, has commined
inwestments of over 31,000
croes The company estimanesa
Future cutlay of an additicnal
11,250 o achieve a targeled
PO R of over 000 *We
workon g focused brend strate-
T sy Maveen Jaln, president,
Buet India Hotels, And whik he
sy it s looking at “muliiphe
symerges relansd o e devel-
opment of 4 consistent prod-
VCr”, The e Wil e rosses T
oost efficiencies of a replicable
mode], procurément bemncfks
froum scale and learning from
ane easily being replicated to
AFcEhier
With a relatively low cost of
development and operations,
Dot Progesbs ke i BOT of 200
nomic gense, Two of the
DEEERST COsl COmponenis —
empines salarkes and power
cofssumpticn — are

There are now cifer-  Most budget coniraliesd:  maore
ings from economy hotels are eazily In & budget
rands like Ginger  stouting for environment, The
and Formulel and  locations in gheenice af frifls ke
burdget hotels like  metros and big room service and
HedidayInn Exprass,  cities and are [l Ty same] pow bt
Premier [nn, readyto bear Setwites  eREUres
Hampton and Fed  with the high that the stafl-to-
Fo. Thare are alsp  land cost roaa ratlo rernaing

the mid-level [bis

anied Ewirliekd by Mactioe, [a
addition. there areother brands
Ut do nat yed have o clent ¢l -
epirigation. These projects have
attracted inssinutionsl tvestors
fike E:tm?llg'! }Q}eg Caet Horels
and the Duich pension fumpd,

APG, armng alhers,

bower a5 0.2 fior budiget
hertels, cormipaned fo L5 Mo lux-
ury . and  up-scale brands
Bassiless, with nio lavish meeting,
spaces, grand lobby areas and
coprclerge facilities, the elec-
fricity bills aie also kept toa
minkmum. This means that
even gl 30 per cenl dooipun-

“Whowss pvesfing inibese oy, a budget hotel can manage

143 vears agor’

Hotels, He
Tt was largely Indieldusal famik-

smaller hotels
daks As

Tles and promoters, They did

mal want [o go beyvond their
Areas Of CORMITL & 1IN dever-

IWas i -::uminﬂaﬁ]n: H'I.EE-
EI'IR VST FI'I IEJEEE o

o yecover lts monthly opera-
ing cosls, Fora préminm hove,
ari the arher hand, even witha
d5-50 pet cenll cotupancy ev-
el, nperailng costs ave not £as-
iy recouped. "Bludger hotels
are like o fast-growing stock,
while a Juxury property isa
blue-chip imestment. Undike
trackger, lwxury 15 a long-term

e

play” says HYS India’s
Witrdharajan,

What ia aleo stiractive o
hoteliers i= the steady tariff at
Dicker Bodels, Eves duing the
periocdof slow econommic activi-
T, Thie budget hoteks hive mor
seen arny tarff comrection, osten-
sibily because the price paints
re ey on Che Jower side
*Theey are far moge stable aasets
andl cesh Tlonws are Garky consis:
e adds dakhanwalka.

Howweser, whili the demaind
ey L mmach e peoession-
proafl, kespdng cosrs under con-
vl while  caténng 1o the
increasingly demanding con-
sumter ks achallenge most-ocom-
jEnies Erappik wilh.
“Custormers want a kot ofservice,
wiich achis b thie cost. We do
hizher ooccupancies even In a
tolgh matkes, bt since thetar-
il are Iow, Thie mewdnue T §5
ol laree " savy Paru Keswanl,
cheirmun, LemonTroe Hotels,
wiilch has Evvested 400 coorein
creatiniga LODC-poom rentory
for s Budgst Bramd, Red Foa

Inca deparmere from sirate-
gies fodlowed by budsit-hotels
cwerseas, several birands have

PROFITABLE SEGMENT A LemonTree hotel in the country

made gn exception of adding
o] ] Denverage Facilivkes, o
quet halls and room service in
the budget segment as acon-
cesgion 1o highly-demanding
clientele. “Tntetmationalhy, wien
[ =iy DadickzeT, Taum anwans Cliar 0
am ) spending lessand agreeing,
to renaive lesa, I Indis. 'ieis hoer
iy Fore T cainget an The skme
price’,” discloses Jakharwala,

Brand posilioning. hoswever,
i an evalving anxieny. Haotel
brands «often shy away frotn
fssocian ng Therresslees with the
wogd “budges”. Industryexpens
] that ds mone mlematinal
bramds start operarlons, there
will ke miove clarby an the sulb-
oL TWe want 1o redefine the
budger hotel segrnent in India,”
savs Philip Logan, vieespresi-
dent, Fonmulel Flotels, Accor
Garoupe Keepdng this rebrancding
aed in mind, Formulel hotek:
promlEe CLESTOMTETS 4 COnatn-
perrary design and offer speedy
services, anvd a great sleep-and-
shimer Experienca

Naricws Trands ane alsocom.
bg with Innoeaddse promlkses
For basic deliveries. AL AInAsias
Tune hogel, for Instance, fo

every amenily you ask o, you
are Dilled separately-—wherher
it &= 24-hour alr conditkoning,
television, tonwels Or Loibeloy kit
"When we first started, we
Ehodipht peopie woukdn't under-
stamd canr bosingss moodel Bl il
has worked well for ws" sald
Mark Lankester, group chicf
execurive officer, Tune Hotek

Many have taken lessons
from 1he Tata Nana, When
Ratan Tara. chalrman emerinas
of Tata group, said that posi-
miorig The mi caras a “onean
car” wis 3 mistake, the senti-
ment resonsted with some
hotellets “Adwedger constimer i3
alsoaspiratinal. Heshoukd not
I thated | ke Sopmenhe godng [
for s cheaper option. He s mwos-
ing up the ladder, leaving
behind non-Dramsded, unclean
Paharppnj hotels for aninterma-
ibonal brand,” Bkharmealaadds

A= the learning curve af
hotel brands incresses, more
and mose Cornpanies ang focs-
ing on boilding properties in
bigaer cities wirh high econom-
¥ activiby eves: If tie kand cost is
high. "In a remote Iocation,
Chera |8 10 DRImS POsEation avall-
ahle: 5o gl the price heneflt pets
annulled in The CosT Of Corme
mute.” BaYE Eeswanl
Ewen with 28 hotels in its port-
ki, Gingger hoteds Jeaimi alxxn
the drawiacks of building budg-
e hotels in smaller citkes with
low econcmic activity the hard
et While its Delhi's Bail Yatri
Miwas, none Drarnsdedas Ginger,
clocks avery high ocoupancy
rale, ils propetiies in Vadodia,
Curarahat] and Indore are Lag-
ging. The company s strategy
TEN B -tk dsedl in a catch-
ment area like indusirial zowmes
in Manesar or Punlnggar, Whene
it had sef wpra hotel o0 govasT-
mwent's imvitation Ginger alsa
Uenls Do apeTale a hede] i every
retri " We are kooking ot for
woaes Lo porpulaie The rmetros
thoagh  Investmient costs
Wherever there sa major rall-
ey SLALION G firpoet, Wa wanl
o Teach there” ‘savs P K
Mohankumart, menaging direc-
fiod, Roois Coapaararion

CGinger fsn't alome. Most
budpet hotels are seoufing for
Incatlons in metms and hig
citiesand are ready tolear with
the gl Eand oosr



