
Hotel chains are betting on
the luxury-budget sweet spot
Varuni Khosla

varuni.k@livemint.com

NEW DELHI

op hotel chains are dis-

T covering a profitable
middle ground between

opulent palaces and budget
stays, where rising consumer

spend meets higher room
rates. The strategy is taking

shape across the industry as

listed chains add hotelsin the
upscale and upper-upscale

categories, with companies
like Oberoi parentETH Ltd and

LemonTreeHotels sayingthat
Trident and Aurika brands in

these categories are doing the
heavyliftingin leanerperiods.

In October last year, ITC
Hotels launched its upscale

Epiq Collection of hotels as
partofapremiumization strat-

egy. Indian Hotels Co. Ltd
(IHCL) on the other hand, has

said it is expand-
ing its portfolio Hotel chains are
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Upscale hotels offer higher room rates than midscale properties,

but at lower operating costs than luxury hotels.

managing director and chief
executive of EIH said in the

June quarter earningscall that
its Trident brand outpaced

both industry peers as well as
itsown luxurybrandOberoi in

terms ofrevenue per available
room or RevPAR. While Tri-

dent grew 13.8%
in RevPAR, the

across categories, expanding into industry average

whileIHG Hotelg upscale segments in t{le upper-up-

& Resorts an P scale segment

WyndhamHotels (;grfilaa%gr\?l:-'t‘ll‘lll:)r:.l‘lt was 9.2%, while

& Resorts, too, Oberoi luxury
are also expand- luxury-level brand, which is

ing in this seg- overheads reliant on inter-
ment. While lux- — national travel-

ury is at top end,
upper-upscale sits below lux-

ury and includes brands such
as Trident, Hyattand Marriott.

Upscale isgenerally a full-ser-
vice hotel and is positioned

above midscale ormid market
and economy hotels.

Vikramjit Singh Oberoi,

lers, grew at 8.2%.
Forhotel companies, the

appeal of upscale hotels is
partly economic too. Ashish

Jakhanwala, chief executive
officer of Samhi Hotels, said

that upscale properties can
command higher room rates

than midscale hotels because  

they offer a “fuller product”,
including larger rooms, res-

taurants, bars, gyms and pools.
At the sametime, theiroperat-

ing costsare generally lower
than those ofluxury hotels.

“An upscale hotel can,
therefore, raise rates substan-

tiallywhen demand ina city is
strong,” Jakhanwala said. It is

also better suited for domestic
demand. In April, Samhi

announced an agreementwith
Ikea’s Ingka Centres to

develop a 162-room upscale
hotel in Noida’s Sector 51.

About 45% ofits revenue cur-
rently comes from upscale

properties, with the remaining
55% from midscale hotels,

Jakhanwala said. Asnewprop-
erties open, the company

expects the revenue mix to

moveto about60-65% upscale

and 40-35% midscale.
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