COVER STORY

Straight
GROWTH
TH

JOB CREATOR

POLICIES

BIZLEISURE

GOVERNMENT SUPPORT
GST GROWTH

GDP

POLICIES F
FDIFSI GST

LEISURE TOURISM
INFRASTRUCTURE

LEISURE TOURISM

POLICIES

SPIRITUAL TOURISM

LEISURE TOURISM

GROWTH

FDI

GST

FOREIGN EXCHANGE POLICIES

FSI

GST

BIZLEISURE

BIZLEIS
SURE

GOVERNMENT SUPPORT

FDI

POWERED BY

SPIRITUAL TOURISM

GST GOVERNMENT INITIATIVES

COVER STORY

One of the

biggest
contributors to

India’s

GDP

has yet to get its due!

R

iding on the back of steady economic growth, vibrant domestic tourism and increased tourists arrival, India’s hotel industry has come-of-age, accounting for nearly 7.5% of the
country’s GDP. By 2022, it will valued at INR 2,796.9 crore.
The jaunty, sprightly Indian hospitality segment has
emerged as a top-dog in India’s growth story, contributing significantly
to employment and GDP growth, while emerging as a major force on the
FDI inflows front.
Despite the immense contribution it makes to the Indian economy, however, it receives scant support from the Indian government and continues
to struggle for more recognition and better policies. Through Hotelier India’s newest initiative, Straight Talk, we speak to industry leaders on the
myriad roadblocks the Indian hospitality industry faces and the possible
solutions, both governmental and otherwise.

www.hotelierindia.com
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T

ake a careful look at the statistics and they reveal a fascinating growth story: A CARE Ratings report claims
that the buoyant Indian hospitality industry witnessed
a robust growth of 7 per cent to 9 per cent in FY18-19,
riding a wave of steady economic growth and bullish
domestic travel scene, besides increased international arrivals in
both the business and leisure segments. According to Hotelivate’s
new report, The Ultimate Indian Travel & Hospitality Report, India
boasts a staggering 2.72 million rooms across branded/traditional
hotel chains, new-age hotel chains, independent or unbranded
hotels and alternate accommodation.
Let us indulge in some more number-crunching: India ranks
133 out of 136 nations in terms of hotel rooms (World Economic
Forum’s Travel & Tourism Competitiveness Report, 2017); the
hospitality and tourism industry contribute INR 5.9 trillion to
the economy, a surge of 23.7 percent in the last two years; the
hospitality sector is witnessing a healthy growth and accounts
for 7.5 per cent of the country's GDP (KPMG) and is expected
to grow at 16.1 per cent CAGR to reach INR 2,796.9 thousand
crore in 2022.
That’s not all. Travel and Tourism creates 1 in every 10 jobs, making it one of the biggest job generators in the country. And yet,
the industry seemingly attracts a step-motherly treatment from
the political establishment, despite the fact that the present dispensation had listed travel and tourism as one of the top five priority areas in which they would like to boost growth by affecting
relevant policy changes and offering the industry support.
Lack of connectivity, not enough infrastructure development in
terms of airports, roads and highways (though, admittedly, things
are getting better) and very little government backing on vital
issues such as high taxation, is harming the prospect of India’s

We need a
complete
upheaval in
the curriculum
prescribed for
hoteliering
students. Please
help us deliver
world class
training that
is relevant to
todays service
standards."
- Vijay Thacker,
Director, Horwath
HTL India

brightest spot in the economic firmament. According to the Hotelivate report, India’s share of inbound
travel accounts for a meagre 0.77
per cent of the global share in 2017
(quoting CAPA India Research
2018) and we are losing out to
other Asia Pacific nations such as
Thailand, Singapore, Indonesia,
China and Malaysia, all far smaller
countries except China, which attract far more tourist arrivals.
India possesses the potential
on so many fronts: our cultural
heritage, our rich architectural
heritage, our multi-varied food
traditions, our naturally beautiful
locations, not to mention India’s
well-respected spiritual traditions
which have given rise to the spiritual tourism segment. While Vaishnodevi, the spiritual destination in
the northern mountains received
8.5 million tourists last year, and
hotel groups such as IHG and Hyatt are building properties in the
country’s popular religious tourism
circuits, most of the potential offered by this segment largely lies
untapped. The growing economy
has resulted in an increase in world
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The Travel & Tourism industry supports 1 in every 10 jobs, making it one of the largest industries in the world.
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GROWTH IN DOMESTIC TOURIST VISITS V/S INTERNATIONAL TOURIST
ARRIVALS IN INDIA - 2007 TO 2017

Note: The spike in international tourist arrivals in 2014 is due to a combination of a surge in inbound travel from Bangladesh and the fact
that MoT started reporting the number of NRIs visiting the country (2014 onwards), who being Indian passport holders were previously
not counted as foreign tourists.
Source: Hotelivate Research and Ministry of Tourism, Government of India – India Tourism Statistics at a Glance 2018

and domestic business travellers. Clearly, India’s travel and tourism
story is built on the back of a vibrant domestic tourism industry,
which according to Horwath HTL research, amounted to over 2.1
billion tourists visit, an increase of 2.3 per cent over previous year.
Besides travelling within the country, Indians are also travelling
a lot more internationally. CAPA India and Expedia’s 2018 figures
show that there were nearly 24 million Indian national departures
in 2017, a huge increase of 9.4 percent over previous year. This
means far more Indians are travelling internationally than within
India. This is a significant amount of business that India is losing
out to global markets, because of its inability to get its infrastructure, access points for travellers and ease of travel right. Indians
obviously prefer booking a ticket to a foreign country, even one
in Asia Pacific, rather than travel within India, as pristine destinations such as Andaman & Nicobar, the north-east of India and
several such remain difficult to reach.
The Indian hospitality industry is also hampered by the negative
perception associated with it. Industry leaders told Hotelier India’s
Straight Talk that many Indians think that the hotel industry is all
“about luxury” and a job, or a holiday there doesn’t fit into our
perception of what is culturally appropriate.

ism products such as medical and
spiritual tourism.
The outcome of these far and
few steps are already visible. According to WTTC’s Travel and
Tourism Power Ranking, India
ranks third in its list of 185 countries, which they surveyed on parameters such as Travel & Tourism
GDP, visitor exports (foreign visitor spending); domestic spending
and Travel & Tourism capital investment between 2011 and 2017.
The World Economic Forum’s biennial research across 14 parameters reveals that India moved
up to 12 places over the last two
years, ranking at #40 out of 136
countries.
There are several takeaways
from the World Economic Forum
research, the main being, India’s
rich cultural and natural resources
and the relative low cost of travel,
besides its strengthening infrastructure, have played enablers in
the country’s growth on the travel front, which would ultimately
positively impact the hospitality
industry.
But is it enough? Or do we
need to do more? Hotelier India’s
Straight Talk asked the industry
what needs to be done.

TOP 15 SOURCE COUNTRIES FOR INTERNATIONAL
TOURIST ARRIVALS (EXCL. NRIS) IN INDIA – 2017

So, is there anything positive that we can talk about?
Yes, of course. All those growth figures and the contribution to
India’s GDP is a bright spot on the Indian hospitality industry’s
storyboard. It isn’t that the Indian government hasn’t delivered at
all. There has been major infrastructure improvement and several
favourable policies. Some of the positive steps taken to boost the
industry include count introduction of electronic visa, expansion
of visa-on-arrival, the UDAN scheme that is revolutionising connectivity to Tier-II and Tier-III cities, development of major tourist
sides and the Incredible India 2.0 campaign that promotes tour-

www.hotelierindia.com

Note: Percentage share of each market is based on the total number of international tourist
arrivals from these 15 source countries only, and not all source countries for India.
Source: Ministry of Tourism, Government of India – India Tourism Statistics at a Glance 2018

HOTELIER INDIA | APRIL 2019 | 31

COVER STORY

So, what does the industry want?
Steps needed to boost the hospitality industry
Vijay Thacker, Director, Horwath HTL India said, “The hospitality
industry is recognised the world over for the economic value it
generates, except in India.” The need of the hour is to uncover
a medium to present the industry differently, in order to reflect
the value it adds to the economy and make that presentation to
the government. Vijay Thacker made a comparison between the
hospitality and steel industry, stating that the latter gets higher
benefits as the government sees it as a larger sector, while the
former is perceived as being fragmented and self-driven.
K. B. Kachru, Executive Vice President, Carlson Rezidor Hotel
Group says, “The industry is broken up into segments. The perception is that India has only five star luxury hotels which are inaccessible to commoners. When the current government took over,
tourism was one of the main focus areas, a statement that got our
entire industry excited. The reason why our industry is not given
its due importance is because we do not stress on the fact that we
provide around 9 per cent of the country's employment.”
It was agreed that in order for India to be considered a powerhouse and to increase the quantity of international business entering the country, five star and luxury hotels are a requirement.
Satyen Jain Director, The Pride Hotels India was of the opinion
that to increase international business, development is of utmost
importance. “We need to look at how developed each individual
city in the various states is and identify what infrastructure that
city offers. For example, in China, there are 10 to 15 conventions
taking place simultaneously, which require hotel rooms and convention spaces. By comparison, India barely has the quantity of
hotel rooms that China had 15 years ago. A country’s GDP cannot
grow without hotels, which aids business and tourism,” he says.
Rattan Keswani, Deputy Managing Director at Lemon Tree Hotels agreed that the industry does provide employment, but the
quantity can be a lot more if the perception changes. “The terms
‘hospitality’ and ‘hotels’ are associated with the term ‘five star’,
which, in turn, is associated with the term ‘luxury’ where high
spending power is required. People, often, don’t want their chil-

Vijay Thacker, Director, Horwath HTL
India

K.B. Kachru, Chairman Emeritus
and Principal Advisor of South Asia,
Carlson Rezidor Hotel Group

Rattan Keswani, Deputy Managing
Director at Lemon Tree Hotels

dren to work with us, citing social
fears and restrictions because of
perceived cultural differences.
They don’t understand the power
of revenue generation and employment that the industry has to
offer,” he says.
To effect change, there is need
to lobby with various ministries.
At the same time, there is need
to garner support from the parliament. Vishal Dev, Secretary-cumCommissioner - Tourism, Government of Odisha agreed that “the
perception that ‘hospitality refers
to only five star hotels’ need to
change. Of course, this cannot be
done overnight. But it’s not impossible; it happened with the IT
sector. When you talk about GDP
and employment, you automatically refer to the IT sector that
creates jobs. However, everything
that has a financial aspect to it
needs to reach the finance ministry. For that to happen with the
hospitality industry, a single common voice is required.” Commenting on why the tourism industry
is not given the importance it deserves, Dev felt that the focus is
currently, and rightly on, rural development as 70 per cent of the
population still resides in villages,
however, given the employment
the hospitality industry can generate, this sector is also receiving
more emphasis.

GOVERNMENT'S COLLECTIVE SPENDING ON TRAVEL & TOURISM AS PERCENTAGE OF THE COUNTRY'S
GDP - 2017

Source: CAPA India Research and Analysis, WTTC
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State v/s Centre: Who should the industry lobby with?
“Every state wants to promote themselves. Therefore, if we target
a particular state, the decision making will be quicker,” said Sonica
Malhotra, Director, MDB Group, while pointing out that the biggest
time period for any hotelier to survive is the first five years, especially when you take into consideration cost of land and electricity.
She highlighted the fact that some states charge hotels an industrial
rate for the first five years and targeting these states, who are willing
to prioritise working closely with the hospitality industry should be
the route taken.
Vijay Thacker agreed with that approach with his suggestion to
identify four or five states initially, which the industry could showcase
themselves in. This, in turn, could pave the way to the central government. “Take the competition in the IT sector as an example. The wave
started in Bengaluru initially. Maharashtra followed, which led to Tamil
Nadu, Andhra Pradesh, Haryana, and most recently, Kerala to an extent. While the southern states are in constant competition, each had
different infrastructure and government elements, which gave them
either an edge over the other or caused one to fail in comparison,” he
explained. “Competition needs to be channelled in the right direction
and with a common message,” he added.

Demand v/s Supply: How do we bridge the gap?

Vishal Dev, Secretary-cum-Commissioner
- Tourism, Government of Odisha

Sonica Malhotra, Managing Director,
MDB Steigenberger Hotels and Resorts

Satyen Jain claimed that prices of hotel rooms are derived from the
battle between demand and supply. “For better prices we need more
hotel rooms. That is only possible if there is a rise in FSI. A hotel competes with residential, commercial, retail properties and is generally
considered last in that list when it comes to gaining the land to build

The Goods & Service Tax (GST) came into effect on July 1, 2017, replacing many indirect taxes in India. In the period between July 2017 and
March 2018, INR 6,709 crore was payable in GST revenues by the Indian hospitality industry per Hotelivate estimates. Most of it came from
the sale of lodging/ accommodation rooms (73%), with the remaining being contributed by F&B and other departments of a hotel/ lodging
property. In 2023/24, we anticipate the total GST payable by the industry to touch INR 23,982 crore, annually.

Note: Branded/Traditional Hotel Chains refer to companies with hotels that are predominantly organic-branded such as Marriott International,
Indian Hotels Company Limited, EIH Limited, ITC Hotels, Hyatt, Hilton Worldwide and similar. New-Age Hotel Chains refer to companies with hotels
that are predominantly conversion-branded such as OYO Rooms, Treebo, Fab Hotels and similar. Alternative accomodation refers to guesthouses
and residential properties.
Source: Hotelivate Research

www.hotelierindia.com

on. Unless this changes, supply will not increase,” he says.
Of course, if there are more
hotels,
tourism
increases,
there are higher amounts of
direct and indirect taxes collected, as well as more local
employment is created, which
in turn leads to the economic
development of that region.
Ashish Jakhanwala MD,
CEO, SAMHI feels that the
problem lies in demand and
not supply. “The cost of construction today doesn’t warrant building a hotel,” he says.
He feels the reason India
lacks demand is because the
country cannot compete with
other nations when it comes
to leisure travellers. “We need
to sell our gateway cities in
order to increase demand,
just like England does with
London and the way Paris is
promoted by France. If we
do this right, we can increase
the passengers visiting India
by 20 million,” he said. Ankur
Bhatia, Executive Director,
Bird Group says, “The demand
can increase if the pricing is
done right. In terms of visas,
India charges approximately
$80 per visa, which is one of
the highest fees you can pay.
India issued 5.4 million e-visas
last year and the numbers can
only improve.”
Deepak Uppal, Executive
Director - Vatika Hotels Pvt
Ltd feels that demand can
increase with the creation
of experiences. He used the
growth in infrastructure and
tourism during the Commonwealth Games in 2012 as an
example. Vijay Thacker added
that the Hockey World Cup
in Odisha, in 2018, was proof
that by creating an event you
automatically create demand,
which, in turn, can only be
profitable for the hospitality
industry. “While creating experiences around the various
monuments across the country, we also need to preserve
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our heritage. Look at the damage done to the historical sites in
Hampi, in Karnataka. While the action taken by the government
is not severe enough, nobody in the industry has also stepped up
to look after these monuments,” he says, postulating the idea of
shared responsibility between the government and the industry.
K. B. Kachru used the high-profile Formula 1 race, hosted by Singapore, to highlight another effort. An infrastructure to hold the
race in the downtown central business district area has been created, and this racing track receives curious tourists even in those
months when there are no Formula 1 races being organised. “It’s a
combination of the experience and how this experience is packaged, which creates demand,” he says.

Satyen Jain Director, The Pride Hotels
India

28% GST IMPLICATION
250%

My plea is that upper
end tourism not be
viewed in a negative
spectrum. Tourism
across all segments
contributes handsomely
to the economy – please
recognise that and enable
the sector to make its
rightful contribution to
economic activity and
growth.”
- Vijay Thacker, Director,
Horwath HTL India
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Ashish Jakhanwala MD, CEO, SAMHI
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Source: Horwath HTL

CHANGING THE TAX STRUCTURE
Everyone agrees that the Indian hospitality industry is one of the highest taxed in the
world. But what if we were to change the tax structure? We posed this question to
industry experts and here is what we came up with.

Ankur Bhatia, Executive Director, Bird
Group

While domestic tourism is increasing in India, it also lays the foundation for international tourism,
especially in metro cities. The impact of the 28 per cent tax on luxury hotels with tariffs of INR 7,500
and above makes India one of the most taxed countries in the world for hotels. Vijay Thacker created
and presented an analysis of the tax impact on the hotel industry, some of the points are as follows:
If you are increasing the hotel rate to INR 8,000
The hotel gains: 14 per cent
The increase in cost to the customer: 24 per cent
The government gains: 78 per cent
If you increase the hotel rate to INR 10,000
The hotel gains: 43 per cent
The increase in cost to the customer: 55 per cent
The government gains: 122 per cent

Deepak Uppal, Executive Director,
Vatika Hotels Pvt Ltd

If you are increasing the hotel rate to INR 15,000
The hotel gains: 114 per cent
The increase in cost to the customer: 132 per cent
The government gains: 233 per cent
This analysis questioned who needed to take on the onus of this impact—the hoteliers or the
government.
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Gaurav Pokhariyal, Senior VP, NCR and
Rajasthan, IHCL

Creating the right perception
Modern ways of voicing the industry’s opinions are required and the
media plays a very important role.
Vijay Thacker asserts that hotels
should share more information
about their economic contribution to the nation. The communication should not only talk about
the amount of rooms opened, but
also include the number of jobs
created and the resulting development in the city.
The industry needs to also be
more realistic about the requests
presented to the government.
The requirement is to identify five
states to kick-start the promotion
and development of the hospitality industry and to not use only
print media but also social media to get the message out to the
masses as well as the government.
There are multitude of questions
and issues facing the Indian hospitality industry, but then, there are
also multiple solutions available,
as postulated by industry experts
and Hotelier India. We will further
deliberate on and come up with
viable solutions with roundtables,
online representation of the industry’s concerns via our magazine portal, and also on-ground
lobbying with the government
under the Straight Talk platform. HI
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With approximately 10 per cent CAGR in tourist
inﬂows over the last few years, tourism in Odisha is
steadily emerging from being India’s Best Kept Secret. Offering a diverse set of experiences, the state
is ready to absorb investments in high value tourism
and hospitality across its geography. Enabling this
development is the Odisha Tourism Policy, which
provides investors with incentives ranging from land
at concessional rates, capital investment subsidy,
interest subsidy and tax-related incentives to training subsidy and other exemptions.
With a year-round event calendar and Bhubaneswar having become the favoured state for sports
in India, the state is witnessing a surge of high-end
tourists, especially international. The State has huge
potential for star-category hotels across various
tourist locations, especially Bhubaneswar. Odisha
has also become a hub for large-scale events and
is actively promoting the development of convention
centres and associate facilities across key locations.
Strategic Advantage:
• The state’s diverse ecology and cultural mix offer
a horizon of vibrant experiences – from spiritual
and heritage tourism, adventure and sports, ecotourism to tribal tourism.
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• Its 480 km long coastline is dotted with several
virgin beaches with a high potential for adventure
activities as well as high revenue luxury segment
investments.
• A high intensity events calendar spanning the
entire year offers investors and operators with
consistently high tourist footfalls.
• Odisha’s proximity to major east and southeast Asian markets is being steadily capitalised,
primarily through direct air connectivity with nodal
airports in the region.
Along with the Industrial Policy Resolution 2015
(IPR 2015), which provides the enabling framework,
single window clearance system and a host of
incentives for industrial units, the state has a dedicated policy for the tourism and hospitality sector
– Odisha Tourism Policy 2016.
Odisha is becoming the one-stop spot for tourist
and the Odisha Tourism Policy Focus on:
• Investment ready land bank.
• Holistic support and common infrastructure
including civic amenities for tourists.
• Priority Segments for New Investment include:
o Star Category Hotels
o Heritage Hotels
o Business Hotels & Convention Centres (MICE)
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ODISHA'S
SUCCESS STORY
Odisha is making its presence felt as a state, which has
immense potential to be among the front runners in a bid to
promote itself as a tourism hub.

Resorts
Health & Wellness Retreats
Tented Ecotourism Units
Integrated Amusement and Theme Parks
Motels and Wayside Amenities

EPF contribution for 5 years.
• Training cost reimbursement at INR 2000/- per
employee trained within 3 operating years.
• Reimbursement of 20 per cent of the cost of setting up ETP/ STP.

Key Incentives are:
• Land availability at industrial rates (as per Industrial Policy Resolution 2015).
• Capital Investment Subsidy at 20 per cent for
eligible projects, with an additional 5 per cent
for investments in new tourism projects around
Chilika Lake, in Koraput – Bolangir – Kalahandi
(KBK), Kandhamal and Gajapati.
• Interest subsidy at 5 per cent per annum subject
to maximum of INR 1 crore for 5 years.
• 100 per cent exemption in stamp duty on purchase of land.
• 100 per cent reimbursement of land conversion
charges.
• 100 per cent reimbursement of entertainment tax
for multiplexes.
• Exemption from electricity duty up to contract
demand of 5 MVA for 5 years of consumption.
• Reimbursement of 75 per cent (male worker) to
100 per cent (female worker) of employer’s ESI/

Land Bank:
Key land parcels which are on offer for investment in
tourism and hospitality infrastructure in the State are:

o
o
o
o
o

www.hotelierindia.com

Location

Area

Desirable Investment

Shamukha Beach Project

920 Acres

Luxury Hotels, Golf Villas, Condos, Convention Centre, Golf Course (18-hole)

Near Chandrabhaga Light
House, Konark

17.3 Acres

Amusement Park, Luxury Resort with water sports and beachfront leisure facilities

Near Konark Urban Haat

7.3 Acres

4+ Star Hotel with Heritage Theme,
Luxury / Health & Wellness Resort

Gopalpur

25.74 Acres

4+ Star Business & MICE Hotel, Eco
Resorts

Potagarh, Ganjam

62.92 Acres

Health & Wellness Resort, Eco Village

Talsari

51.5 Acres

Eco Resort

Chandipur

10 Acres

Health & Wellness Resort

Chandaka, Khurda

65 Acres

MICE Hotel, 4+ Star Hotel Complex,
Amusement / Theme Park with Hotel

Chilika (in 3 districts)

100 Acres

4+ Star Hotel, MICE Hotel, Resorts
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