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        FOREWORD
 

I
ndian Hospitality Sector is part of the Travel & Tourism Sector which 
is estimated to contribute around 8% towards India’s GDP. There is 
a consistent growth forecast by the World Travel & Tourism Council 
(WTTC) for the direct as well as indirect contribution of travel & 

tourism to India’s GDP over the foreseeable future. With around 8 million 
FTAs and a huge domestic market, India still continues to be a small 
market compared to some of the developed western markets and its 
regional peers like China. With a stable political environment, a majority 
Government which took oath in 2014, and one of the highest GDP 
growths in the world, India looks a promising market of the future especially for Travel & Tourism. 

Hospitality is a very key component of the Travel & Tourism industry and many of the opportunities in the 
sector cannot be realized without its development. Various studies and research reports put the number of 
branded hotel rooms between 110,000 to 120,000 spread over various hotel categories besides the room in 
the unorganized market. Again market estimates put the shortfall at 150,000 branded rooms even after the end 
of the current build cycle. Therefore, the opportunity is immense though there are also formidable challenges 
associated with the same, especially in India. 

Specific issues like poor infrastructure, multiple licenses as well as agencies and credit enhancement 
mechanism remain. This accentuates   the development risk in spite of getting the Infrastructure status from the 
Government.

India presently is seen as an oasis of high growth in the world with some of its peers like China as well as the 
western markets slowing down. While there has been likelihood that FTA travellers growth from the key travel 
markets like US, UK and Europe could be slower, the key constituency for India is the ‘Domestic Traveller’. With 
the rising disposable income, better connectivity and better infrastructure, the domestic traveller will take center 
stage. The evolving consumer choice would warrant a shift towards mid-market and budget products catering 
for the growing middle class. This economically better domestic middle class will demand competitively priced 
hospitality with world class service standards.

Indian Hospitality is at a very interesting juncture. It is on an economic high, needs to build capacity, but the 
emphasis has to shift to the domestic as well as budget traveller. With a view to bring out the relevant industry 
insights, we did a limited survey with fourteen eminent CEOs on the following parameters:
Current macro-Economic factors
Growth Strategy and Drivers
Trends for the future
Key to sustainable growth
Challenges & Expectations

Their responses form the basis of this survey. All hotel chains (Indian and international) having five or more 
operational properties in India have been considered for this survey. We hope the findings of the survey will help 
CEOs to make the right decisions and improvise strategies and developmental plans.

We welcome your feedback on the subject.
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1. The expectations from the Indian hospitality 
sector are quite promising and optimistic despite the 
challenges and volatility in the global environment. The 
sector is expected to witness lower double digit growth 
in the medium term over the next three to four years.

2. Domestic travellers are expected to be the primary 
driver of the sector’s growth. Higher disposable 
income and better connectivity are driving this growth.

3. Business travel and leisure are expected to be the 
segments driving growth.

4. Future expansion and investments are expected to 
take place in the Tier II towns followed by Tier III towns.

5. Budget and mid-market segments have clearly 
emerged as the most preferred investment categories.

6. The hospitality sector unanimously expects M&A 
to be the key strategy, to fast track footprint without 
increasing the room inventory.

7. With India going digital in a major way and a rapidly 
growing smartphone population, technology enabled 
online travel and hospitality websites and online 
room aggregators are expected to bring a paradigm 
shift in the way c ustomers interact with the industry. 
Social media presence and brand exclusive mobile 
applications are rated as the most important mediums 
to interact with potential customers.

8. Online aggregators are expected to provide more 
choices to customers while enhancing occupancy for 
the sector as a whole.

9. Talent management is a major challenge for this 
sector. Inadequate supply of quality talent coupled with a 
high attrition rate due to poaching from within the sector 
and competing service sectors is a major issue for the 
hospitality sector.

10. In the Operational Efficiency area, systems like 
‘Common Hotel Reservation’ and Joint procurements 
are key for a multi-location & multi-format hospitality 
player. 

11. Building Efficiencies are key to long term 
sustainable growth with the emphasis being on 
Building Design and Capital Costs. 

12. Key among ‘Other Costs’ are energy costs where 
a lot of effort is on conservation as well as going green.

13. Direct Hotel reservation is still the norm though 
online marketing & booking is increasing rapidly. 
However, costs seem to be higher than the earlier 
alternatives.

14. REITs though recognized as a likely credit 
enhancement tool, its use is negligible due to adverse 
tax benefit as well as clarity in India.   

15. A uniform and single tax levy across services and 
locations will benefit the hospitality industry; hence the 
implementation of the GST is being looked upon as a 
panacea for their tax woes.

       KEY FINDINGS



        INSIGHTS FROM THE SURVEY
CURRENT MACRO-ECONOMIC FACTORS
The current macro-economic climate across the world remains a challenge. Growth rates in mature markets remain 
low and Emerging Markets which were till recently being touted as the beacon of growth have seen a turn for the worst. 
While Brazil and Russia are the hardest hit, China, which till date was the highest growing Emerging Market, has started 
to slow down. India, though challenged, seems to be the bright spot in the Emerging Markets, on the GDP growth 
rate. The change of the Government in 2014, coming with a huge majority, resulted in huge positive expectations of 
increased growth. Though the expectations haven’t been completely met, the enthusiasm continues.

“I THINK WE ARE APPROACHING 
MID OF CYCLE THIS YEAR, 
AND A GOOD TOP OF CYCLE 

CONDITIONS FOR THREE YEARS THEREAFTER”
RATTAN KESWANI, Lemon Tree Hotels

CEOs of the leading hospitality firms in India (our survey participants) are very optimistic about the growth in 
India. While most of them were not ready to stick their neck out to say whether the growth in the India will surpass 
its global counterparts, they were pretty confident that the growth will be robust and in the lower double digits in the 
near future. This effectively means that India will be amongst the best performing markets.

 

38% 36% 
CEOs have picked ‘Stability in 

Political Landscapes’ as the most 
influential factor

CEOs have picked ‘Clean & Safe 
Environment’ as the second most 

influential factor

Around one third of the survey participants on being asked about the key factors having an impact on the 
Hospitality Industry stated ‘Stability in Political Landscape’ as the key factor for continuing performance of the 
Industry. The other factor which was a close second was ‘Clean and Safe Environment’.

‘Ease of doing business’, as well continues to remain critical as India continues to have multiple permissions 
as well as agencies as a prerequisite to set up hospitality businesses. The participants recognize the efforts of the 
Government to improve this but it remains 
an issue. Visa rationalization rules and other 
structural areas like REITs though recognized 
as needed, appear behind provision of 
Infrastructure as well as Ease of doing 
business.

 CEO participants in general were 
confident on the Indian Hospitality Industry 
being poised to move ahead in line with the 
Indian Economy despite the challenges and 
the volatility experienced across the world

 

CEO participants in general were confident on the Indian Hospitality Industry being 
poised to move ahead in line with the Indian Economy despite the challenges and the 
volatility experienced across the world

Growth Strategy & Drivers
Many surveys in the past have singled out China and India from the other Emerging 
Markets on account of expectations of significant growth in these countries. However, 
with China’s overall GDP growth slowing down, while it remains a key growth market 
in the hospitality space, India should take Centre stage.

11-12%

Growth in Indian Hospitality Industry 
over the next three years

In terms of scale, India is yet very 
small compared to China. However,
with the rising interest as well as 
relatively higher GDP growth; the 
growth of the hospitality sector in 
India should be significant. Many of 
our CEO respondents as well as 
reports put the figure between 11% 
and 12% for the next three years.

However, where is the growth going to come from?
One needs to understand this before one accepts the quantum. While financial 
prosperity is an important criterion represented to some extent by the GDP figures, 
the growth strategy cannot be complete until we know all the drivers of growth. 
Growth of the Hospitality Industry is dependent on the growth of the ‘travellers’. 
Therefore, one of the key questions to our CEO participants encompassed the 
traveller profile and hence the direction of growth expected.

Traveller Profile

100%

Participants chose Domestic Travel as 
the primary growth driver

The CEO participants were unanimous 
in their view about the traveller profile 
in India. They believed that growth 
shall be driven by Domestic Travellers,
both business as well as leisure. The 
number of Indian domestic travellers 
far exceeds the number of
International arrivals. There are

7 

21 

71 
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GROWTH STRATEGY & DRIVERS
Many surveys in the past have singled out China and India from the other Emerging Markets on account of 
expectations of significant growth in these countries. However, with China’s overall GDP growth slowing down, while 
it remains a key growth market in the hospitality space, India should take Centre stage.

In terms of scale, India is yet very small compared to China. 
However, with the rising interest as well as relatively higher GDP 
growth; the growth of the hospitality sector in India should be 
significant. Many of our CEO respondents as well as reports put the 
figure between 11% and 12% for the next three years. 

However, where is the growth going to come from?
One needs to understand this before one accepts the quantum. While financial prosperity is an important criterion 
represented to some extent by the GDP figures, the growth strategy cannot be complete until we know all the drivers 
of growth. Growth of the Hospitality Industry is dependent on the growth of the ‘travellers’. Therefore, one of the key 
questions to our CEO participants encompassed the traveller profile and hence the direction of growth expected.

TRAVELLER PROFILE
The CEO participants were unanimous in their view about the 

traveller profile in India. They believed that growth shall be driven by 
Domestic Travellers, both business as well as leisure. The number 
of Indian domestic travellers far exceeds the number of International 
arrivals. There are likely to be over 1300 million domestic travellers 
compared to inbound arrival of approximatetly 8 million. Accordingly, Domestic Leisure, Domestic Business and 
MICE segments are the thrust of growth strategy.

11-12%
Growth in Indian Hospitality 

Industry over the next three years

100%
Participants chose 

Domestic Travel as the primary 
growth driver

 

likely to be over 1300 million domestic travellers compared to inbound arrival of 
approximate 8 million. Accordingly, Domestic Leisure, Domestic Business and MICE 
segments are the thrust of growth strategy.

Customer Segments expected to contribute to growth in the Hospitality Industry over 
the next 3 years

Numbers alongside the customer segments signify the percentage of respondents choosing them as their first 
preference to drive growth in the Hospitality Industry over the next three years

The majority of our survey participants believed that the rise of domestic traveller 
constituency was due to the underlying economic development and prosperity in 
India. The economic development coupled with rapidly growing population would
result in proliferation of ‘middle classes’ and one consequence of it would be the rise 
in business travel.

Numbers alongside the growth drivers signify the percentage of respondents choosing them as their first 
preference to drive growth in Domestic Tourism over the next three years

53% of the participants felt that rising disposable income amongst the local 
population would lead to greater appetite for travel with the highest impact felt in 
domestic and inter-regional tourism markets. Therefore, the conclusion being that 
this new market needs to be offered competitively priced hospitality with world class 
infrastructure which would be the key to growth for the Hospitality Industry.

Though majority of the participants assessed domestic travel to be the primary 
growth driver, there is no denial that inbound travel complements this growth. 
Majority of our participants believed that the growth in inbound travel will be led by 
North America and Europe, followed by the Middle East and the Indian sub-continent.
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The majority of our survey participants believed that the rise of domestic traveller constituency was due to 
the underlying economic development and prosperity in India. The economic development coupled with rapidly 
growing population would result in proliferation of ‘middle classes’ and one consequence of it would be the rise in 
business travel.

53% of the participants felt that rising 
disposable income amongst the local population 
would lead to greater appetite for travel with the 
highest impact felt in domestic and inter-regional 
tourism markets. Therefore, the conclusion 
being that this new market needs to be offered 
competitively priced hospitality with world class 
infrastructure which would be the key to growth 
for the Hospitality Industry.

Though majority of the participants 
assessed domestic travel to be the primary 
growth driver, there is no denial that inbound 
travel complements this growth. Majority of 

our participants believed that the growth in inbound travel will be led by North America and Europe, followed by the 
Middle East and the Indian sub-continent.
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While one half of the respondents attributed this growth to the ‘Changing face of India as a Business Hub’, 
few participants believed that the depreciating currency and the Government initiatives over the last few months 
augmented growth.

A lion’s share of the respondents believes that the recent improvement in MICE infrastructure shall fuel growth in 
MICE Travel in India over the next three years.

SEGMENTS & GEOGRAPHIES

 

Numbers alongside the growth drivers signify the percentage of respondents choosing them as their first 
preference to drive growth in Inbound and Business Travel over the next three years

While one half of the respondents attributed this growth to the ‘Changing face of 
India as a Business Hub’, few participants believed that the depreciating currency and 
the Government initiatives over the last few months augmented growth.

A lion’s share of the respondents believes that the recent improvement in MICE 
infrastructure shall fuel growth in MICE Travel in India over the next three years.

Segments & Geographies
Having a key insight on the traveller profile, there seems to be a clear unanimity 
within the participants that emphasis needs to shift towards mid-market and budget 
products catering to the growing middle class. While in the past the effort from both 
International and the large Domestic chains has been in establishing upper midscale 
to luxury hotels in Tier I cities such as Mumbai, the future expansion seems to be in 
the mid-tier budget segment and from Tier II and Tier III towns. Almost 70%-75% of 
the participants confirmed these facts.

Numbers alongside the segments signify the percentage of respondents choosing them as their first 
preference to drive growth in the Hospitality Industry over the next 3 years
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Numbers alongside the growth drivers signify the percentage of respondents choosing them as their first 
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India as a Business Hub’, few participants believed that the depreciating currency and 
the Government initiatives over the last few months augmented growth.

A lion’s share of the respondents believes that the recent improvement in MICE 
infrastructure shall fuel growth in MICE Travel in India over the next three years.
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Geographies to contribute to growth in the Hospitality Industry over the next 3 years 

 
Numbers alongside the geographies signify the percentage of respondents choosing them as their first 

preference to drive growth in the Hospitality Industry over the next 3 years 
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Having a key insight on the traveller 
profile, there seems to be a clear unanimity 
within the participants that emphasis 
needs to shift towards mid-market 
and budget products catering to the 
growing middle class. While in the past 
the effort from both International and 
the large Domestic chains has been in 
establishing upper midscale to luxury 
hotels in Tier I cities such as Mumbai, 
the future expansion seems to be in the 
mid-tier budget segment and from Tier II 
and Tier III towns. Almost 70%-75% of the 
participants confirmed these facts.



OTHER KEY DRIVERS
80% of the respondents on being questioned about the expansion strategies opted for multi format expansion as 
the likely driver of growth. A majority of them exhibited intent to expand over more than one location. Some large 
hotel chains, however, laid emphasis on coverage of key locations before going multi format.

“BETTER CONNECTIVITY, UNDERLYING 
ECONOMIC FUNDAMENTALS, INCENTIVES 
FROM STATE GOVERNMENTS AND LIMITED 
SUPPLY AS COMPARED TO GROWING 
DEMAND, IS EXPECTED TO DRIVE NEW 
GROWTH IN MID-MARKET SEGMENT, 

PARTICULARLY, IN TIER II CITIES AS ROI EQUATIONS ARE BETTER 
JUSTIFIED. GROWTH IN THE UPPER-UPSCALE AND HERITAGE 
SEGMENTS IS EXPECTED TO BE SOMEWHAT SLOW, UNLESS, ROOM 
RATES START ACCELERATING IN AN UPWARD TRAJECTORY”
RAJ RANA, Carlson Hotels Worldwide

 

Geographies to contribute to growth in the Hospitality Industry over the next 3 years

Numbers alongside the geographies signify the percentage of respondents choosing them as their first 
preference to drive growth in the Hospitality Industry over the next 3 years

“Better connectivity, underlying economic fundamentals, 
incentives from state governments and limited supply as 
compared to growing demand, is expected to drive new 
growth in mid-market segment, particularly, in Tier II 
cities as ROI equations are better justified. Growth in the 
Upper-upscale and Heritage segments is expected to be 
somewhat slow, unless, room rates start accelerating in an 
upward trajectory”

Raj Rana,
Carlson Hotels Worldwide

Other key Drivers
80% of the respondents on being questioned about the expansion strategies opted 
for multi format expansion as the likely driver of growth. A majority of them exhibited 
intent to expand over more than one location. Some large hotel chains, however, laid 
emphasis on coverage of key locations before going multi format.

Numbers alongside the strategies signify the percentage of respondents choosing them as their first 
preference to fuel growth over the next 3 years

An overwhelming majority of the CEOs responded with an inclination towards 
acquisitions over greenfield projects to fast-track footprint in areas of zero presence 
without increasing the room inventory. This is especially true in India where 
permissions and start up activities consume a lot of time.
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An overwhelming majority of the CEOs responded with an inclination towards acquisitions over greenfield 
projects to fast-track footprint in areas of zero presence without increasing the room inventory. This is especially true 
in India where permissions and start up activities consume a lot of time.

“GREENFIELD EXPANSION BEING 
THE ORGANIC WAY TO GROW 
WILL CONTINUE AT ITS PACE BUT 
WITH SOFTENING OF VALUATIONS 
AND POSITIVE MARKET OUTLOOK, 
WE CAN EXPECT TO SEE MAJOR CONSOLIDATION 
GROWTH HAPPENING THROUGH M&A ACTIVITY”
GAURAV GOENKA, Citrus Hotels and Resorts



While growth and expansion across new locations 
and new formats found great acceptance from the 
respondents, ‘Quality of Services’ provided remained a key 
strategy for leadership in the Hospitality Industry.

TRENDS AND WAY FORWARD
CEOs are confident of a very bright as well as a robust 
future of the hospitality industry in India. Part of this 
confidence stems from the fact that India with its young 
as well as growing population and with one of the highest 
GDP rates is still largely unpenetrated as a Hospitality 
destination. The other part of the confidence stems from the new trends in the hospitality industry which largely 
deal with digital technology as well as adopting possible new principles in structuring credit which could be a game 
changer in a difficult market like India.

Technology has changed the way hospitality companies market and sell inventories of their hotels across 
the world. India with its rapidly growing smartphone 
population and developing digital infrastructure can be 
a major beneficiary of the technological advancement. 
Travel / Hotel websites with aggregators like OYO 
rooms are a reality in India and beginning to make their 
presence felt.

One half of our survey participants on being asked 
about the key trends likely to affect the Hospitality 
Industry stated that the Online Travel and Hospitality 
Websites shall bring about a paradigm shift in the 
way in which the customers interact with the Industry. 

One third of the participants believe that the Online Room Aggregators, riding on the back of technology, though 
disruptors, still have to find a profitable business model. They offer major benefit to the unorganized hotel market.

Change is inevitable and in the age of mobile technology and perpetual connectivity, customer facing industries 
need to be on the edge to build and maintain customer relations.

“GREENFIELD IS A LONG-TERM 
REALISATION WHEREAS M&A 
GIVES FAST TRACK FOOTPRINT, 
IF IT COMES AT AN APPROPRIATE 
TIME AND PRICE”.
DEEPIKA ARORA, Wyndham Hotel Group

 

Numbers alongside the trends signify the percentage of respondents choosing them as the most likely trend to 
affect the Industry over the next 3 years

One half of the our survey participants on being asked about the key trends likely to 
affect the Hospitality Industry stated that the Online Travel and Hospitality Websites 
shall bring about a paradigm shift in the way in which the customers interact with the 
Industry. One third of the participants believe that the Online Room Aggregators, 
riding on the back of technology, though disruptors, still have to find a profitable 
business model. They offer major benefit to the unorganized hotel market.

“Currently online room aggregators are targeting the 
budget segment and the growing market.  This business 
model is still being played out in terms of consolidation of 
various players”

Dipak Haksar,
ITC Hotels

Change is inevitable and in the age of mobile technology and perpetual connectivity, 
customer facing industries need to be on the edge to build and maintain customer 
relations.
 

Numbers alongside the channels signify the percentage of respondents choosing them as the most effective to 
interact with potential customers

Most of the participants confirmed that Social Media presence and Brand Exclusive 
Mobil Applications are the utmost important mediums to interact with the potential 
customer base.
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“CURRENTLY ONLINE ROOM 
AGGREGATORS ARE TARGETING THE 
BUDGET SEGMENT AND THE GROWING 
MARKET.  THIS BUSINESS MODEL IS 
STILL BEING PLAYED OUT IN TERMS OF 
CONSOLIDATION OF VARIOUS PLAYERS”

DIPAK HAKSAR, ITC Hotels

 

“Greenfield expansion being the organic way to grow will 
continue at its pace but with softening of valuations and 
positive market outlook, we can expect to see major 
consolidation growth happening through M&A activity”
Gaurav Goenka,
Citrus Hotels and Resorts

Numbers alongside the strategies signify the percentage of respondents choosing them as their first 
preference to lead the Industry over the next 3 years

While growth and expansion across new locations and new formats found great 
acceptance from the respondents, ‘Quality of Services’ provided remained a key 
strategy for leadership in the Hospitality Industry.

"Greenfield is a long-term realisation whereas M&A gives 
fast track footprint, if it comes at an appropriate time and 
price".
Deepika Arora,
Wyndham Hotel Group

Trends and Way Forward
CEOs are confident of a very bright as well as a robust future of the hospitality 
industry in India. Part of this confidence stems from the fact that India with its young 
as well as growing population and with one of the highest GDP rates is still largely 
unpenetrated as a Hospitality destination. The other part of the confidence stems 
from the new trends in the hospitality industry which largely deal with digital 
technology as well as adopting possible new principles in structuring credit which 
could be a game changer in a difficult market like India.

Technology has changed the way hospitality companies market and sell inventories of 
their hotels across the world. India with its rapidly growing smartphone population 
and developing digital infrastructure can be a major beneficiary of the technological 
advancement. Travel / Hotel websites with aggregators like OYO rooms are a reality 
in India and beginning to make their presence felt.
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Most of the participants confirmed that Social Media presence and Brand Exclusive Mobile Applications are the 
utmost important mediums to interact with the potential customer base.

 The CEO participants felt that 
online room Hotel Aggregators like 
OYO are like the UBER of the Hotel 
Industry. While presently not as 
disruptive as UBER or AirBnB, they 
have the potential to revolutionize 
the Hotel Industry on the strength 
of the technology solutions. 47% 
of the CEO participants felt that 
Online Room Aggregators provided 
an additional choice to the customers. Significant opinion was also about the fact that it led to enhancement of 
occupancy and a provision of a common marketing platform for single properties and the unorganized sector. 
Therefore, if such aggregators can find a business plan which does not bank on aggressive discounting as a key 
selling point, but true intermediation, then we may have a very significant disruption in the hospitality business.

The other requirement to which 42% of the CEOs confirmed was the search for an alternate credit enhancement 
system for sustainable development of new properties. This could be through the industry getting the ‘Infrastructure 
Status’ for smaller projects which would help if India is to add 150,000 new rooms to fill the current shortage.

 

Numbers alongside the trends signify the percentage of respondents choosing them as the most likely trend to 
affect the Industry over the next 3 years

One half of the our survey participants on being asked about the key trends likely to 
affect the Hospitality Industry stated that the Online Travel and Hospitality Websites 
shall bring about a paradigm shift in the way in which the customers interact with the 
Industry. One third of the participants believe that the Online Room Aggregators, 
riding on the back of technology, though disruptors, still have to find a profitable 
business model. They offer major benefit to the unorganized hotel market.

“Currently online room aggregators are targeting the 
budget segment and the growing market.  This business 
model is still being played out in terms of consolidation of 
various players”

Dipak Haksar,
ITC Hotels

Change is inevitable and in the age of mobile technology and perpetual connectivity, 
customer facing industries need to be on the edge to build and maintain customer 
relations.
 

Numbers alongside the channels signify the percentage of respondents choosing them as the most effective to 
interact with potential customers

Most of the participants confirmed that Social Media presence and Brand Exclusive 
Mobil Applications are the utmost important mediums to interact with the potential 
customer base.
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Numbers alongside the pie signify the percentage of respondents choosing them as their most likely outcome 
of the advent of Online Room Aggregators

The CEO participants felt that online room Hotel Aggregators like OYO are like the 
UBER of the Hotel Industry. While presently not as disruptive as UBER or AirBnB, they 
have the potential to revolutionize the Hotel Industry on the strength of the 
technology solutions. 47% of the CEO participants felt that Online Room Aggregators 
provided an additional choice to the customers. Significant opinion was also about the 
fact that it led to enhancement of occupancy and a provision of a common marketing 
platform for single properties and the unorganized sector. Therefore, if such 
aggregators can find a business plan which does not bank on aggressive discounting 
as a key selling point, but true intermediation, then we may have a very significant 
disruption in the hospitality business.

The other requirement to which 42% of the CEO’s confirmed was the search for an 
alternate credit enhancement system for sustainable development of new properties. 
This could be through the industry getting the ‘Infrastructure Status’ for smaller 
projects which would help if India is to add 150,000 new rooms to fill the current 
shortage.

Numbers alongside the graphs signify the percentage of respondents choosing them as their most likely 
outcome OF the advent of REITs

REITs (Real Estate Investment Trust) which have provided support across key 
world markets are still not a reality in India. Most CEO’s shared the view that the law 

“The country still needs to work out a few snarls in the 
REIT tax structures, but the removal of Dividend 
Distribution Tax in Budget 2016 points to progress. Tax 
efficiency is critical to the success of REITs. Capital gains 
tax exemption and state governments’ stamp duty while 
transferring assets to REIT’s holding company are critical 
issues. I think the hospitality industry is going to allow 
other segments of the real estate industry to test waters 
with REITs before anyone in the business makes a first 
move”

Sanjay Sethi,
Chalet Hotels, K Raheja Corp
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Numbers alongside the graphs signify the percentage of respondents choosing them as their most likely 

outcome OF the advent of REITs 
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“THE COUNTRY STILL NEEDS TO WORK OUT A 
FEW SNARLS IN THE REIT TAX STRUCTURES, 
BUT THE REMOVAL OF DIVIDEND DISTRIBUTION 
TAX IN BUDGET 2016 POINTS TO PROGRESS. 
TAX EFFICIENCY IS CRITICAL TO THE SUCCESS 
OF REITS. CAPITAL GAINS TAX EXEMPTION AND 
STATE GOVERNMENTS’ STAMP DUTY WHILE 

TRANSFERRING ASSETS TO REIT’S HOLDING COMPANY ARE CRITICAL 
ISSUES. I THINK THE HOSPITALITY INDUSTRY IS GOING TO ALLOW OTHER 
SEGMENTS OF THE REAL ESTATE INDUSTRY TO TEST WATERS WITH REITS 
BEFORE ANYONE IN THE BUSINESS MAKES A FIRST MOVE”
SANJAY SETHI, Chalet Hotels (K Raheja Corp)



 REITs (Real Estate Investment Trust) which have provided support across key world markets are still not a 
reality in India. Most CEOs shared the view that the law relating to REITs despite certain amendments is not transparent 
and the tax incentives are still not at par with other jurisdictions. Government needs to look at this if REITs are to become 
a key facilitator for sustained investment in new rooms. The benefits concurred by all CEOs are many.

KEY TO SUSTAINABLE GROWTH
There was a unanimous agreement among the CEOs that they will be looking for growth as India is still a large 

and unserved market. However, as they look for growth, which are critical areas they will focus on how to make the 
growth sustainable.

 

relating to REITs despite certain amendments is not transparent and the tax 
incentives are still not at par with other jurisdictions. Government needs to look at 
this if REITs are to become a key facilitator for sustained investment in new rooms. 
The benefits concurred by all CEO’s are many.

Key to sustainable growth
There was a unanimous agreement among the CEO’s that they will be looking for 
growth as India is still a large and un served market. However, as they look for 
growth, which are critical areas they will focus on to make the growth sustainable.

What is the key to sustainable growth?

Numbers alongside the pie signify the percentage of respondents choosing them as the most crucial activity to 
achieve sustainable growth

50% of the respondents to the survey laid a lot of significance on Manpower/Talent 
efficiency. In the age of multi format and multi-location operations, service efficiency 
ranked very high for delivery of the brand promise. This is to a large extent 
dependable on your manpower. Second at 28% is Operational Efficiency which deals 
with common systems across the enterprise for synergetic cost savings as well as 
efficiency.

Building efficiency is also a key parameter which is being looked at with considerable 
interest. Efficiencies built at the time of building properties are long term and 
sustainable. All of these sustainable actions are very much possible by increasing the 
use of technology. 11% of the CEO’s felt that efficiencies can be enhanced by the use 
of technology, which makes the growth sustainable.

Manpower Efficiency
Talent has been considered critical by most of the participants to maintain quality and 
operational efficiency, to manage high attrition and also to up the service profile, to 
back the brand promise, key hotel groups stressed the tie up with Hotel Management 
Institutes. Majority of the participants said that tie-ups help tap into well-educated 
and high quality trained talent which can be nurtured to take leading roles. Training is 
another area where Institutes add value.

Training is another area crucial to management of talent as it contributes to safe,
efficient and predictable operations. Training is directly related to good customer 
relations and guest satisfaction. The respondents unanimously confirmed the 
importance of training as a key input for delivering brand promise.
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 50% of the respondents to the survey laid a lot of significance on Manpower/Talent efficiency. In the age of multi 
format and multi-location operations, service efficiency ranked very high for delivery of the brand promise.  This is to 
a large extent dependable on your manpower. Second at 28% is Operational Efficiency which deals with common 
systems across the enterprise for synergetic cost savings as well as efficiency.

Building efficiency is also a key parameter which is being looked at with considerable interest. Efficiencies 
built at the time of building properties are long term and sustainable. All of these sustainable actions are very much 
possible by increasing the use of technology. 11% of the CEOs felt that efficiencies can be enhanced by the use of 
technology, which makes the growth sustainable.

MANPOWER EFFICIENCY
Talent has been considered critical by most of the participants to maintain quality and operational efficiency, to 

manage high attrition and also to up the service profile, to back the brand promise, key hotel groups stressed the tie 
up with Hotel Management Institutes. Majority of the participants said that tie-ups help tap into well-educated and 
high quality trained talent which can be nurtured to take leading roles. Training is another area where Institutes add 
value.

Training is another area crucial to management of talent as it contributes to safe, efficient and predictable 
operations. Training is directly related to good customer relations and guest satisfaction. The respondents 
unanimously confirmed the importance of training as a key input for delivering brand promise.

 

Operational Efficiency

Numbers alongside the graphs signify the percentage of respondents choosing them as the most critical for 
‘Operational Efficiency’ in a multi-location / multi-format group

In respect of multi-location and multi-format group structures, the respondents 
unanimously believe that operational synergies drive operational efficiency. 62% of 
the CEO’s believe Common Hotel Reservation Systems to be the most critical driver 
to attain operational efficiency followed by synergies from Common Procurement 
Systems.

Other cost system rationalization also finds mention in the CEO’s shortlist and most of 
them think that GST implementation will make a major difference to cost of 
materials.  

Building Efficiency
On an overall basis, ‘Building Efficiency’ as mentioned earlier is now considered 
important because of its long term impact. Majority of the CEO’s feel that these 
efficiencies will accrue by giving equal attention to the Property Design and the initial 
Capital Costs. Some of the other areas of significance are energy system design as 
well as the construction materials used.

Majority of the respondents believe that green initiatives like installation of LED’s and 
RO’s have ensured energy conservation as well as reduced CAPEX and OPEX in the 
longer run alongside offering additional incentives from the Government for 
conservation of energy.

Marketing Efficiency
Marketing is perhaps a key area which has undergone a change with the new online 
systems for information as well as booking. While majority of participants agreed that 
‘direct hotel reservations’ cover the largest portion of the pie, the bookings through 
online sites have increased in the recent past and provide more business as 
compared to bookings through Travel agents. 

What proportion of hotel bookings are through the following modes?

Numbers alongside the modes signify the proportion of business participating groups achieve from them

Though most of the participants felt that online portals were relatively expensive 
compared to the traditional bookings, they believed it has certainly added to the 
volume of bookings and provided better visibility to the hotel. They felt it played a 
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In respect of multi-location and multi-format group structures, the respondents unanimously believe that 
operational synergies drive operational efficiency. 62% of the CEOs believe Common Hotel Reservation Systems 
to be the most critical driver to attain operational efficiency followed by synergies from Common Procurement 
Systems.

Other cost system rationalization also finds mention in the CEOs shortlist and most of them think that GST 
implementation will make a major difference to cost of materials.

BUILDING EFFICIENCY
On an overall basis, ‘Building Efficiency’ as mentioned earlier is now considered important because of its long 

term impact. Majority of the CEOs feel that these efficiencies will accrue by giving equal attention to the Property 
Design and the initial Capital Costs. Some of the other areas of significance are energy system design as well as the 
construction materials used.

Majority of the respondents believe that green initiatives like installation of LED’s and RO’s have ensured energy 
conservation as well as reduced CAPEX and OPEX in the longer run alongside offering additional incentives from the 
Government for conservation of energy.

MARKETING EFFICIENCY
Marketing is perhaps a key area which has undergone a change with the new online systems for information as 

well as booking. While majority of participants agreed that ‘direct hotel reservations’ cover the largest portion of the 
pie, the bookings through online sites have increased in the recent past and provide more business as compared to 
bookings through Travel agents. 

 

Operational Efficiency

Numbers alongside the graphs signify the percentage of respondents choosing them as the most critical for 
‘Operational Efficiency’ in a multi-location / multi-format group

In respect of multi-location and multi-format group structures, the respondents 
unanimously believe that operational synergies drive operational efficiency. 62% of 
the CEO’s believe Common Hotel Reservation Systems to be the most critical driver 
to attain operational efficiency followed by synergies from Common Procurement 
Systems.

Other cost system rationalization also finds mention in the CEO’s shortlist and most of 
them think that GST implementation will make a major difference to cost of 
materials.  

Building Efficiency
On an overall basis, ‘Building Efficiency’ as mentioned earlier is now considered 
important because of its long term impact. Majority of the CEO’s feel that these 
efficiencies will accrue by giving equal attention to the Property Design and the initial 
Capital Costs. Some of the other areas of significance are energy system design as 
well as the construction materials used.

Majority of the respondents believe that green initiatives like installation of LED’s and 
RO’s have ensured energy conservation as well as reduced CAPEX and OPEX in the 
longer run alongside offering additional incentives from the Government for 
conservation of energy.

Marketing Efficiency
Marketing is perhaps a key area which has undergone a change with the new online 
systems for information as well as booking. While majority of participants agreed that 
‘direct hotel reservations’ cover the largest portion of the pie, the bookings through 
online sites have increased in the recent past and provide more business as 
compared to bookings through Travel agents. 

What proportion of hotel bookings are through the following modes?

Numbers alongside the modes signify the proportion of business participating groups achieve from them

Though most of the participants felt that online portals were relatively expensive 
compared to the traditional bookings, they believed it has certainly added to the 
volume of bookings and provided better visibility to the hotel. They felt it played a 
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Though most of the participants felt that online portals were relatively expensive compared to the traditional 
bookings, they believed it has certainly added to the volume of bookings and provided better visibility to the 
hotel. They felt it played a crucial role in marketing of non-branded properties. A few participants however took a 
contradictory view claiming Travel sites have just re-allocated bookings and have not led to increased occupancies 
as expected.

CHALLENGES AND EXPECTATIONS
As you look towards growth and building operational efficiencies, there remain a number of challenges that 

need to be addressed by the various stakeholders. Many of these challenges are not new. Also importantly all these 
challenges cannot be resolved by the Hotel management as some of them deal with policy and are clearly in the 
domain of the Government. Key among these challenges includes Talent Management, Tax and Regulatory Issues 
as well as Infrastructure.

 

crucial role in marketing of non-branded properties. A few participants however took 
a contradictory view claiming Travel sites have just re-allocated bookings and have 
not led to increased occupancies as expected.

Challenges and Expectations
As you look towards growth and building operational efficiencies, there remain a 
number of challenges that need to be addressed by the various stakeholders. Many of 
these challenges are not new. Also importantly all these challenges cannot be 
resolved by the Hotel management as some of them deal with policy and are clearly 
in the domain of the Government. Key among these challenges includes Talent 
Management, Tax and Regulatory Issues as well as Infrastructure.

“The only way to future proof the Indian Hospitality 
Industry is to ensure a more efficient tax regime (read 
introduction of GST), provide access to cheaper capital and 
develop the infrastructure to provide accessibility and 
connectivity in the country” 

Dilip Puri,
Starwood Hotels & Resorts

Talent 

The CEO participants cited inadequate supply of quality talent as a key challenge for 
the hospitality industry as a whole. This could be directly related to the inadequate 
number of quality institutes for the supply of talent. Hospitality being a service 
industry, such quality talent can directly affect its ratings, occupancy and hence
revenues. Thereafter demand for similar talent both within the hospitality sector and 
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TALENT 
The CEO participants cited inadequate 
supply of quality talent as a key challenge for 
the hospitality industry as a whole. This could 
be directly related to the inadequate number 
of quality institutes for the supply of talent. 
Hospitality being a service industry, such 
quality talent can directly affect its ratings, 
occupancy and hence revenues. Thereafter 
demand for similar talent both within the 
hospitality sector and other emerging service 
sectors such as airlines, retail and BPO’s 
is further exacerbating the problem. CEOs 
believe that there should be a considerable push towards setting up more quality institutes supplying talent to the 
hospitality sector. Major hospitality groups like Taj, Oberoi’s Clarks and others therefore find it advantageous to have 

hospitality institutes attached to their business. This 
gets them quality Talent and provision of ongoing 
backup for attrition and training facilities.

 More than 80% of the respondents expressed 
high to very high attrition rate as a challenge. The 
challenge is more acute in front office and the Food 
and Beverages segment.

Companies are introducing multiple policies to 
retain talent. What was surprising was that for more 
than 50% of the CEOs, key area of talent retention is 

through ‘Faster Career Growth’. It is followed by ‘Improvement in work environment’. Increased compensation and 
Training, once considered the most important, are at the bottom end of the strategies to retain talent.

“THE ONLY WAY TO FUTURE PROOF 
THE INDIAN HOSPITALITY INDUSTRY 
IS TO ENSURE A MORE EFFICIENT TAX 
REGIME (READ INTRODUCTION OF 
GST), PROVIDE ACCESS TO CHEAPER 

CAPITAL AND DEVELOP THE INFRASTRUCTURE TO PROVIDE 
ACCESSIBILITY AND CONNECTIVITY IN THE COUNTRY”
DILIP PURI, Starwood Hotels & Resorts
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other emerging service sectors such as airlines, retail and BPO’s is further 
exacerbating the problem. CEO’s believe that there should be a considerable push 
towards setting up more quality institutes supplying talent to the hospitality sector. 
Major hospitality groups like Taj, Oberoi’s Clarks and others therefore find it 
advantageous to have hospitality institutes attached to their business. This gets them 
quality Talent and provision of ongoing backup for attrition and training facilities.

More than 80% of the respondents expressed high to very high attrition rate as a 
challenge. The challenge is more acute in front office and the Food and Beverages 
segment.

“We have a proprietary program Sadhak Chalak Malak 
where we make the person a student of Kamats, way then 
make him manager and eventually owner of an outlet 
funded by Kamats. Today we have 12 such units.”

Vikram Kamat,
Kamat Hotels

Companies are introducing multiple policies to retain talent. What was surprising was
that for more than 50% of the CEOs, key area of talent retention is through ‘Faster 
Career Growth’. It is followed by ‘Improvement in work environment’. Increased 
compensation and Training, once considered the most important, are at the bottom 
end of the strategies to retain talent.

Numbers alongside the strategies signify the percentage of respondents choosing them as the most effective 
to curb high attrition rate in the Hospitality Industry
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TAX AND REGULATORY
 The rising land prices in India and the high 

financing costs have resulted in high room tariffs 
and long gestation periods for achieving break 
even. Preferential FSI norms to the sector will 
lead to rationalization of per room cost and hence 
result in better economies of scale.

Additionally, the recognition of the hospitality 
sector with an ‘infrastructure status’ for smaller 
properties has been a long pending demand. 
This recognition will facilitate availing loans 

at lower interest rates, extend other fiscal benefits under the Income-tax Act, 1961 and ease the utility of ECB 
regulations.

Further, REIT has been a successful model for setting up hotels globally due to the low cost of financing 
projects. REIT as well as the other structures which allow for differentiation of returns for property ownership and its 
operation would help attract the right type of investors for 
the sector. This will increase financial viability and benefit 
growth in the sector. Majority of such structures can be 
facilitated through prudent tax incentives. The 2015 and 
2016 budget documents have addressed some of these 
incentives however, it still remains a structure which falls 
short of expectations.

Majority of survey participants have mentioned that 
MICE or convention centres can provide a huge boost to the 
hospitality sector. To promote setting up of such convention 
centres, the Government should consider providing investment-linked income tax breaks in major locations across 
India.

 There remains a harmonious view with the CEOs that the Hospitality sector requires multiple approvals from 
State Government and Government bodies 
besides local municipalities. Given that the 
gestation period for setting up a hotel in India is 
significantly more than the global norm, the sector 
has to incur higher costs and lower returns as 
compared to its global peers. As voiced by the 
survey participants unanimously, an effective 
single window clearance will provide the much 
needed impetus to the sector.

 Existing multiple indirect tax levies complicate implementation across locations, not only with regards to 
compliance but also interpretation. A uniform and single tax levy across services and locations will benefit the 

“WE LOOK AT INCENTIVISING GM OF 
PROPERTIES WITH PROFIT SHARE LINKING 
TO EBITDA (AND NOT JUST GOP). THIS 
ALIGNS GMS WITH COSTS AND ISSUES 
OWNERS FACE”
VIKRAM KAMAT, Kamat Hotels
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hoteliers and customers as well.  Therefore, the implementation of GST is being looked at as a panacea for this 
challenge.

INFRASTRUCTURE
Poor connectivity in terms of rail, 

road and air has a negative impact on 
the development of the hotel industry. 
A strong impetus must be laid on the 
development of more international 
airports, better rail and road networks and 
develop new geographies to augment the 
tourist flow to the hotels.

OTHERS
 One of the key challenges for the Hotel Industry has been to get efficient means of financing projects. Lack of 

Infrastructure status calls for higher interest rate and shorter repayment durations. Most of the failures in the hotel 
sector are due to short duration loans as 
with the current set up regime in India, 
it is extremely difficult for the new hotel 
properties to be sufficiently cash positive 
to service bank interest and to pay back 
loans.

CEOs expect that if there was 
transparency in rules, it would mean 
shorter time for set-up and hence quicken 
the time to profitability. Also, REITs as a 

structure could help as it has done in the other parts of the globe, bringing into the industry a more efficient mean of 
finance along with longer duration which is presently missing. Though some action is happening on this front, the 
solution is still in the future. 

The other challenges of sluggish economy and safety of travel are well recognized. While ‘Sluggish Economy’ 
could be a factor which is universally prevalent, the safety bit is something the CEOs think it can be worked towards 
as it would help the industry.
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Disclaimer

Sapphire Professional Services (“Sapphire”) has not independently verified any of the information 
contained herein. Neither Sapphire nor any of its respective associate/affiliates or its respective 
directors, officers or employees make any warranty or representation (expressed or implied) 
concerning the accuracy or completeness of this survey and none of them shall have any liability 
with respect to, either the material contained in this workbook or any other written or oral statement 
provided herein. Nothing contained in this workbook is, or should be relied upon, as a promise 
or representation as to any matter. Any forecasts or projections contained herein are based on 
information available at the time this survey was performed and there is no representation, warranty or 
other assurance that any of the forecasts or projections will be realized.

The survey should not be considered as a recommendation by Sapphire or any of its associates/
affiliates or its respective directors, officers, agents or employees for any investment or disinvestment 
decision and the recipient is expected to rely on its own judgment and analysis in using this document. 
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