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The struggling world economy hitting
both tourists and corporate budgets,
bas forced the sector to adapt in the

lzst faw yeaars, Dubai's hospitality market
illustratas the trend: the city bas always
branded itself as a luxurious destination,
and is still ranked fourth on the waorld's
most expensive cities list, But its tourism
industry has bean suffering racantly
from the aconomic slowd own, with the
revenue per available room (RevPAR)
drapiing in 2015, according to a Pw
annual report. Dipping oil prices, 3
struggling Russian ruble and a strong LS
dollar are having a negative impact on the
amirata’s usually high-spending visitors.,
Mot to worty though, recent figures
from DTCM show that Dubal remains a
hotspot, with a 7.5 percent year- on-year
rise in 2015 to reach 14.2 million visitors.
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For most travelars, helidaying in Middle-Eastern countrias
means glitz and glamour, luxuricus hetels and high-and
entartainmant. But this could change soon, as the hospitality
businass is shifting towards a more mid-markeat offer. Nada
Alameddine, partner handling businass developmeant for
Hodema consulting servicas, tells us why the region’s
historically upscale industry 1s downgrading its standards, aleng
with the glebal trend for a more cash sawvwy way of traveling

These conflicting figures, showing a
decrease in the average rate rather than

a fall in eccupancy, highlight the fact that
st Cash-constrained tourists travel
onalightar budget. Inthe longear tarm,
emerging middle classes espeadally in
Asia, are alse @ source of mid-rarket
opportunitias for the industry, Chinesea
and Indian visitors show a growing interast
in the region. They have a diverse profile,
which requires @ larger, maore varied offer.
Cther important d eadlines are the Expo
2020 in Dubai and the FIFA World Cup
2022 in Qatar, which are set to bring
thousands of visitors to the region which

feads to get ready to accomimodate tham.

But before that, Dubai need s to work
oh its ambitious target of reaching 20
rillicn viskors by 2020 which requires
anaggressive strateqy Aiming at mass

miarkets. The emirate’s Department

of Tourismand Commerce Marketing
IDTCM) estimmates that the offer needs
toreach up ke 160,000 hotel roorms by
2020 to accommodate averyonea, Many
internaticral brands are jumiping on the
bandwagoen. [bis, Holiday Inn Express and
Premier Inn are already operating across the
GCC countries. Hilton is also opening mid-
market and lifestyle boutigu e hotels,

The same phenom enon can be witnessad in
Saudi Arabiz where the ihdustry is dominzted
b five -star establishments. Aooording to

the new TOPHOTELPRCIECTS™ report,
commissicned By The Hotel Show Saudi
Arabiz 2018, six out of the top ten brands with
the most developmeant currently undeanway
throughout KSA are dassed as mid -market,
wiith top international groups involved
iRadisson, Hiton, Sherston and Acoor),



Cld-fashicned services such as businass
centars are bacoming cutdated, with
Customears traveling with their own
alactronic devices to work and stay
connectad. Even high-end rastaurants
and gigantic buffets are starting to

lese their charm for healthier and
socially conscious choicas. But for the
cuskomers, it's awin-win. The bill goes
dowr, but the standards rermmin high, set
according to upscale full- service hotels
with larger rooms with all facilities at a
discounted price.

A safer bet for developers

This shift towards an emearging budgeat-
friendly offer is attracting business savwy
investors, who rush to gettheir share
while the trend is booming. The main
reason is that thase projects are cheaapear
to build, from the down payment, to the
construction schedule but also provide
higher profitability ratios and less revenua
volatility, They are overalla safer and
sounder bet than high-end products. And
now that interraticnal brands are invelved
inthe sactor, the reqion's mid-rmarket
segment appeaars more credible to jts
interrational customers, opening the
doot to maore creative projects suchas
thered hoteals.

But, itis not all 3 bed of roses Rerting or
Euying land usually comes at prohibitive
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prices, which prevent developars and
Gperators from picking prime Locations,
forcing therm to build their projects in
sacond-tier areaswhichare not abway s
attractive and easily accessible via public
transportation. [t shows the seqragated
face of the hotel rmarket and can be a
rgjor deterrernt for visitors. In Eurcpea and
the U5, it is the contrary. The hospitality
offer displays maore diversity within the
same neaighborhood.

Another challenge is facing competition
from upscale astablishments, Mid-range
hotals will likely ba maore vulnerable to
rate fluctuations in the five and four-star
rharket, although their size makes them
rrare flexible in the event of recession.
Lower barriers to antry canalso have a
down side, enticing more ivestors bt

then creating a more compeatitive market.

Firally the last challenge is more of a
peychological one. Most developears in
the region dream of trophy’ invastmeants
intop locations and tend to look down
on budget opportunitias. This opinicn

iz gradually vanishing though, with the
arrival of prominent hotel brands on the
mid- market segment.

So many investors are calling for lending.
infrastructure and constru chion support

from the authorities to boost the industry.

Dubai's government bas heard their call,

63

Mid-range hotels will
likely be more vulnerable
to rate fluctuations in the
five and four-star market,
although their size makes
them more flexible in the
avent of recession

announcing in 2013 a list of incentives

to ancourage inveastients in thrae and
four-star hotals and quicken the delivery
of accommodations in the run-up to
their 2020 target: Less red tape for
construction approvals, allocation of
publdic land to build new projects and a

10 percent discount on municipality feeas
on rooms for establishmeants that bagin
opearating in 2017, These measures weara
et with an overwhelming response from
local and interrational developers, dozens
appying to build new projacts.
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