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CHAPTER 

INTRODUCTION 

mhe hotel industry plays a prominent role in providing facilities for the 

transaction of business for meetings and conferences, for recreations and 

entertainments. From a very humble beginning in the relatively recent past, the 

industry has mov~d to a position of undisputed importance in our national 

economy. Hotels are essential for the material well-being of nations and 

communities, just as adequate transport, communication and retail distribution 

systems are for the various goods and services. The role of hotels in attracting 

tourists is very important. The quantitative and qualitative growth of this industry 

decides the future 0~ tourism in any destination. Hotels are important attractions 

for visitors who bring with them spending powers and tend to spend at a higher 

rate than they do when they are at home. Hotel industry the world over, is 

undergoing a period of rapid growth and India is no exception. The expansion of 

tourism and emergence of the new culture of 'eating out' and 'staying out' have 

added a new impetus to the industry. 

The travel and tourism industry world wide is growing at a very fast rate. 

According to the World Tourism Organisation Report, the growth rate of tourism 

industry was at an average annual rate of 3.2 per cent in 1993-94, which is likely 

to grow to 44 per cent a year in 1995-2000 1. Due to the bountiful economic 

bonanza of tourism in terms of foreign exchange, tourism is now recognised as an 
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economic activity, rather than a private affair. The lure for foreign exchange has 

virtually induced almost all nations of the world to compete with each other to 

woo tourists. Tourism is the one industry that can provide development at multi

levels - social, economic and developmental 2 It is one of the largest foreign 

exchange earner and the import content is minimal, i.e. between five to seven per 

cent. 

One of the major constraints of Indian planning is the paucity of foreign 

exchange Even at present, the country is passing through a critical period in the 

matter of foreign exchange. Among the many methods suggested to overcome this 

chronic problem, tourism assumes a pride of place. The development of tourism 

automatically involves the development of hotels and restaurants not only in 

important cities and towns, but also in all the centres of tourist attraction. But 

hotel facilities are found to be inadequate to meet the growing needs of the 

country. 

The definitions of the terms 'hotel' and 'tourist' determine the inter linkage 

of the industries. The terms 'hotel', 'tourist' and 'tourism' used in the present 

study are defined below: 

Hotel 

According to the British Hotel Proprietor's Act. 1956. 'hotel' means an 

establishment held out by the proprietor as offering food, drink, and if so required, 

sleeping accommodation without special contract to any traveller presenting 

himself who appears able and willing to pay a reasonable sum for the services and 

facilities provided and who is in the fit state to be received 3 
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Tourist 

The World Tourism Organization (w.rO) has defined a tourist as a 

temporary visitor staying for at least twenty four hours in a country visited when 

the purpose of journey can be classified under one of the following headings: 

a Leisure - Recreation, holiday, health, study, religion and sports; or 

b. Business - Family, mission meetings4 

Tourism 

Tourism is the sum of phenomena and relationship arising from travel and 

stay of non-residents in so far as they do not lead to permanent residents and are 

not connected with any earning activity5 as defined by the Swiss Professors 

Hunziker and Krapt and adopted by the International Association of Scientific 

Experts on Tourism (A.I.E.S.T) 

It can be observed from the definition that the term 'tourism' includes not 

only the movement of people but also their activities during their stay at the 

destinations So the 'stay' of the tourist is an equally important constituent of 

tourism like travel A tourist can stay at various accommodation properties 

available at the destination, according to his choice, such as hotels, motels, inns, 

rest houses, guest-houses, tourist bungalows, youth hostels, choultries and paying

guest accommodations. But many of the earlier studies indicate that both the 

foreign and domestic tourists mainly depend on hotels for accommodations. 

India is one of the nations with a strong potential for tourism in the world. 

But her share of tourism in terms of world arrivals has been growing at a snail's 

pace. The major constraints for the growth of India as a tourism destination are 
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lack of infrastructure and insufficient supply of quality accommodation at 

reasonable rate A major handicap has been lack of vision, expertise and aspiration 

on the part of the Indian hotelier. necessary to increase and develop large number 

of hotels and resorts. There are a number of hotels and restaurants in India, 

providing inexpensive accommodation and food. However sanitary and hygienic 

conditions have a lot to be improved. Table 1. I shows that there were 821 

approved hotels in India with 49,942 rooms in 1994 of which 36 were five star 

deluxe hotels with 9,566 rooms and 51 five star hotels with 6,964 rooms. The five 

star chains were confined to major cities and a few tourist spots. 

TABLE 1.1 

NUMBER OF APPROVED HOTELS IN INDIA AND THEIR ROOM CAPACITY 
IN 1994 

Category of hotels No. of Hotels No. of Rooms Available 

5 Star Deluxe 36 9556 

5 " 51 6964 

4 " SS 3795 

3 " 126 6453 

2 " 238 8777 

I " 94 4196 

Heritage 21 610 

To be classified 200 9591 
------- ---------

Total 821 49942 

Source Hotel and Restaurant Guide, FHRAI, 1994, New Delhi. 
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TABLE 1.2 

CATEGORY-WISE DISTRIBUTION OF APPROVED HOTELS AND THEIR ROOM 
CAPACITY IN THE METROPOLITAN CITIES OF INDIA IN 1994 

Number of Hotels Number of Rooms 

Catc- Born Calc- New Mad- Total Bom- Ca1c- New Mad- Total 
gory bay utta Delhi ras bay utta Delhi ras 

5 Star 
7 2 9 1 19 2196 500 3521 240 6457 

Dcluxe 

Fh'c 7 3 7 4 21 1263 500 1139 668 3570 
Star 

Four 9 2 8 5 24 761 231 852 470 2314 
Star 

Threc 15 2 9 6 32 626 114 710 572 2022 
Star 

Two 26 2 6 4 38 1062 42 259 263 1626 
Star 

One 9 2 6 8 25 331 229 130 616 1306 
Star 

Others 71 26 25 29 151 2288 777 806 1682 5553 

Total 144 39 70 57 310 8527 2393 7417 4511 22848 

Source FHRAI Guide 1994. 

There were altogether 87 five star deluxe and five star hotels in India in 

1994 (Table 1. I) of which 40 were in the four metropolitan cities of India (Table 

1. 2). The growth of the hotel industry in these cities during 1988 to 1994 can be 

seen from Table 1. 3. Bombay held the first rank throughout the period both in 

respect of the number of hotels and the room capacity followed by New Delhi. To 

capitalise on India's tourism potential more aggressive marketing is required. 

Tourism marketing begins with tourism products. A tourist destination is not 

ready for marketing unless requisite infrastructure is built for easy accessibility and 

comfortable accommodation and amenities are provided at the destinations. 
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Infrastructure and amenities turn a tourist destination object into a marketable 

tourism product which the consumers bul 

TABLE 1.3 

TOTAL NUMBER OF APPROVED HOTELS AND THEIR ROOM CAPACITY IN THE 

METROPOLITAN CITIES DURING 1988 TO 1994 

No of Hotels Number of Rooms 
Total in 
Metropolitan 
Cities 

Year Bom- Calc- Ddhi Mad- Bom- Calc- Delhi Mad- No of Rooms 
bay utta ras bay utta ras Hotels 

1988 134 22 64 42 7981 1554 7398 3357 262 20290 

1989 137 21 65 44 8437 1504 7826 3716 267 21483 

1990 145 26 71 48 9374 1865 8539 3960 290 23738 

1991 147 28 70 55 9023 1929 8137 4410 300 23499 

1992 156 34 70 58 9300 2153 8181 4661 318 24295 

1991 159 n 74 62 9243 2192 8273 4619 332 24327 

1994 144 39 70 57 8527 2393 7417 4511 310 22848 

Source . FHRAI Guides. 

1.1. Kerala 

Kerala IS a state where nature is at her abundant best. With its palm 

fringed beaches, labyrinthine canal systems and backwaters, luxuriant vegetation, 

enticing hills and valleys Kerala's land-scape offers tough competition to the 

romantic exaggerations normally found in tourism literature7 

The state of Kerala is perhaps the poorest geographical region in the world 

with the highest Physical Quality of Life. Physical Quality of life Index (P.Q.L.I) 

is often recommended nowadays as a standard to measure a community's progress. 
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This P Q L I. is based on parameters like birth-rate, life expectancy at the time of 

birth, rate of infant mortality, length of road per square kilometre of area, female 

literacy etc In terms of P Q L. I. Kerala stands first among all the Indian states 

and ranks with Malaysia and some other West European nations8 . The density of 

population is 749 persons per square kilometre. The social infrastructure of 

Kerala is made better than in many other states. The picturesque land and 

literature and the intelligent people are the unique resources of KeraJa Kerala 

can boast of the best literacy percentage in India with her literacy rate at 100 per 

cent The people of Kerala have a reputation for hygiene. Kerala abounds in 

many centres of tourist attraction. The state which is industrially backward can , 
safely look forward to tourism - "the smokeless industry" as a major source of its 

future well-being. 

There are forty-five tourist centres in Kerala, big and small, each offering 

different tourist products. This is ample evidence of the variety she has to offer to 

the tourists. Table 1.4 shows the travel circuits in Kerala, with the forty-five 

tourist centres divided into core, major and minor centres. Thiruvananthapuram, 

Kochi and Kozhikode are the core centres representing circuits I, 11, and III 

respectively. There are 4 major centres and 3 minor centres in the first circuit, in 

addition to the core centre i.e. 8 centres altogether; 14 major centres, 12 minor 

centres and a core centre totalling 27 centres in the second circuit and 2 major 

centres, 7 minor centres and a core centre totalling 10 centres in the third circuit. 

But many of these centres are yet to be developed. The growth in the number of 

tourist arrivals has not been encouraging despite many factors in favour of the 

state 
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TABLE lA 

TRAVEL CIRCUITS IN KERALA 

Core Centre Major Centres Minor Centres 
Thiruvananthapuram 1. Kovalam 1. Neyyar Dam 

2. Yeti 2. Kollam 
3. Ponmudi 3. Tirumullavaram 
4. Yarkala Beach 

Kochi 1. Alapuzha 1. Kottayam 
2. Kuttanad 2. Aranmula 
3. Pathiramanal Island 3. Nelliyampathy 
4. Kumarakam Lake 4. Idukky 

Side 5. Aluva 
5. Kalady 6. Angamali 
6 Sabarimala 7. Yazhachal 
7 Malayattoor 8. Thrissur 
8. Devikulam 9. Peechi 
9. Munnar 10. Cheruthuruthy 
10. Malampuzha 11. Palakkad 
11. Parambikulam 12. Cherai 
12. Thekkady 
13. Guruvayoor 
14. Peermade 

Kozhikode 1. Kappad Beach 1. Mazhapilangad 
2. Bekal Fort 2. Kottakkal 

3. Silent Valley 
4. Tellicherry 
5. Mananthawady 
6. Sultan's Battery 
7. Kasargod 

Kerala Tourism - a status paper, D.O.T., Govt. of Kerala, 
Thiruvananthapuram, August 1991, pA. 

In spite of the immense potential that the state has, much remams 

unattended to improve tourism facilities here. Proper attention is not given to 

Kerala by the Department of Tourism. Government of India Kerala could not find 

a place in the international tourism map of the department. Again, Kerala was 

excluded from the Circuit Diary published by the Department of Tourism in view 

of the "Visit India Year 1991 ". 
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Of late, the idea of "destination south" has caught the attention of many, 

due to the disturbances in the north. The fact that India is not Kashmir or Taj 

Mahal alone, is being slowly realised. In almost all countries the 'south' has a 

personality of its own and India is no exception. Situated between the Bay of 

Bengal and the Arabian Sea, the southern states have immense potential for the 

tourism development. Kerala in the west coast is a palm-fringed paradise cradled 

in the Western-Ghats. Centuries ago the Phoenicians, Greeks, Romans, Arabs, 

Chinese, Dutch and finally the British sailed to high seas of adventure and 

following unfamiliar routes they reached this picturesque coastline. Many foreign 

tourists who had visited Kerala of late, remarked that, Kerala is a piece of 

paradise and indeed God's own country Kerala would one day become the 

Switzerland of India9 Kerala is the most beautiful land over the whole world 10. 

The dimensions of international tourism and the potential which exists in the 

country show tremendous scope for the accelerated growth of tourism industry in 

the country. The scope for accelerated growth of tourism is more in Kerala than 

any other states in India. There is not much benefit earned from the huge sums 

spent by governments to boost tourism in Kerala because they tend to tie the horse 

behind the cart 11. 

The accommodation sector is the most organised segment of the tourism 

industry and provides the most perceptible index of the industry but it is also 

capital intensive and the general trend so far has been that supply succeeds demand 

generation For accelerating the growth of tourism industry, it may be propounded 

that supply should be available before demand can be generated, but this would 

require subsidisation by the government, if the private sector investment is to be 

attracted to build hotels in centres where the demand potential is there but needs 
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to be converted tn to actual tourist traffic by the creation of accommodation 

infrastructure 12 

Thiruvananthapuram International Airport has already helped in bringing in 

more tourists. The opening up of Nedumpasseri International Airport will provide 

us with an international port of entry. This will enable the tourists to come to 

Kerala without having to pay high air-charges. Thus the opinion that a visit to 

India is a costly affair can be changed. 

It is an indispensable need to provide comfortable accommodation at hotels 

of international standards, when the tourists come to Kerala. High spending 

foreign tourists are to be attracted here and encouraged to stay longer. The 

quantitative growth in the number of arrivals by budget tourists will only add on 

the negatives of tourism. High-spending foreign tourists usually prefer to arrange 

their tour through international tour operators and famous hotel chains. If 

chartered flights come to Kerala rooms of uniform standards to accommodate 

these large number of foreign tourists, are inadequate. Unless this major problem 

is solved, our state can not proceed to harvest the benefits of international tourism 

in its true sense. International tourism is the superstructure of domestic tourism. 

Domestic tourism should serve as a basis of the pyramid of international tourism 

Development of infrastructural and service facilities are very much dependent on 

the growth of domestic tourism 

In terms of number, on an average, the ratio between the foreign and 

domestic tourists is 1: 12. Eighty-five per cent of the World Tourism consists of 

the domestic tourism. So internal tourism, generates much more income and 

employment opportunities through tourist spending than international tourism. 

Moreover, foreign tourism is seasonal. There can not be continuous flow of 
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international tourists throughout the year because of which the travel trade has to 

sutfer ThIS situation can be met with giving due attention to domestic tourism. A 

ratIonal blend of foreign and domestic tourism has to be tried Hotel facilities of 

two star and lower categories are required for the convenience of the domestic 

tourists 

.2 Statement of the Problem 

The slow growth of tourism in India and Kerala in terms of percentage 

increase in the number of foreign tourist arrivals, is indicative of the fact that we 

have not succeeded in promoting tourism to the desired level, in spite of the 

varieties possessed to offer to the tourists. Because of the suitability of tourism 

industry for our state, as the best earner of foreign exchange, every effort should 

be made to promote tourism, minimising the possible negatives of it. But even at 

the World Tourism Meet 1994, major tour operators were reported to have 

expressed reservations about tourism infrastructure in Kerala over the lack of 

enough luxury hotels in important tourist centres of Kerala. 

We have to pay attention to other types of hotels too, In VIew of the 

domestic tourists, because, it is dangerous to depend only on export oriented 

tourism with no stress on domestic tourism. Travel trade will suffer in the absence 

of continuous stream of foreign tourists. Hence, it needs to create a well balanced 

accommodation structure to maintain uniform flow of domestic and foreign 

tourists all over the year. For the over-all tourism promotion, adequate 

accommodation facilities to suit the varying requirements of different classes of 

foreign and domestic tourists should be provided. The study takes stock of the 

existing hotel facilities and suggests steps for betterment. 
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1 3 Objectives of the Study 

Since tourism was declared an industry in Kerala in 1986, conscious efforts 

have been taken to boost the tourist arrivals here, especially foreign tourists. 

Accordingly, it is necessary to have faster aggregate growth in the hotel industry, 

with special care in the growth of different classes of hotels, especially in the 

major tourist centres. For this more and more entrepreneurs have to be 

encouraged to invest in hotels. The financial performance of the hotel industry in 

comparison with other major industries will throw light as to whether the investors 

are safe in making investments in hotels. An analysis of the Human Resource 

Development in the hotel industry will expose the role of the hotel industry 10 

solving the problem of unemployment. The potentiality of the hotel industry 10 

tourism promotion will educate all those interested to have a favourable attitude 

towards the hotel industry in particular. Hence, the specific objectives of the study 

are 

• to study the trends in the hotel industry in Kerala 

• to study the financial performance of the hotel industry 

• to study the contribution of the hotel industry to employment generation and 

• to enquire into the potentiality of the hotel industry in tourism promotion. 

lA Relevance of the Study 

A number of studies made earlier on tourism promotion unanimously agree 

that hotels have a significant role in tourism development. Many of the 

international tour operators and travel agents hesitate to bring tourists on 

chartered flights to Kerala, due to the lack of hotel accommodations of the 

required standards even at the important tourist centres 
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No study is known to have been made in Kerala about the hotel industry in 

relation to tourism development. The present study, it is expected, will suggest 

the various measures to provide hotel facilities of the right type, which is the most 

serious limiting factor in the development of tourism in Kerala . 

1 .5 Hypotheses 

1. The number of hotels available are inadequate in relation to the inflow of 
tourists. 

2. The right type of accommodation demanded by the tourists is not available. 

3. The management of hotels needs to be streamlined to cater to the needs of 
tourists. 

1 .6 Sou rees of Data 

Both descriptive and analytical methods are used for the study. Data have 

been collected from primary and secondary sourc~s. 

1.6 I Primary Data 

Structured schedules have been used to collect data from : 

1. Hotel establishments 

2. Employees of hotels and 

3 Tourists - foreign and domestic. 

1.6.2 Secondary Data 

Information and statistics from various publications of The World Tourism 

Organisation, Department of Tourism Government of India, F.H.R.A.I., C.M.I.E, 

CSO, I I PO, The Hindu Industrial Survey of India, R.B.I., 10.B.I., IFel, TFCI, 

SIOBI, KSIOC, KFC, Department of Tourism, Government of Kerala, Kerala State 

Planning Board, Kerala Hotel and Restaurant Association, Tourist Desk, Annual 
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Reports of both Public and Private Sector Hotels, Tourism and Hotel Magazines, 

Periodicals, News Papers and Books on Hotel and Tourism Industry have been 

used. 

1.7 Sample Design 

Fifty hotels have been surveyed. There were 224 hotels altogether at the 

eleven centres of tourism in Kerala, at the time of the survey, consisting of 56 

approved and 168 unapproved hotels. Of the ._~ppI:oved hotels, 49 hotels were 

approved and classified and the remaining 7' awaiting classification. The approved 

and classified hotels consisted of: five star hotels - 2, three star hotels - 9, two 

star hotels - 2S and one star hotels - 13. Thirty-five hotels from the unapproved 

category were members of the Federation of Hotel and Restaurant Association of 

India (FHRAI). 

It was known during the pilot survey of tourists and hotels that the tourists 

preferred to stay in the approved hotels. Hence census method of studying 

approved hotels was attempted. Lottery method was followed in selecting the 

samples from the unapproved group. For the purpose of survey hotels were 

grouped into four as follows: 

Group I - five star and three star hotels 

Group 11 - two star, one star and hotels awaiting classification 

Group III - unapproved hotels which were members of the FHRAI, and 

Group IV - remaining unapproved hotels. 

Though census method was attempted for approved hotels, only the 

categories of five and three star hotels responded fully. Others co-operated in the 

following order . 
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Two star - IS out of 25 (60 per cent) 

One star - 2 out of 13 (15.38 per cent) and 

awaiting classification - 2 out of 7 (28.57 per cent). 

Altogether 30 out of the 56 approved hotels (53.57 per cent) co-operated in 

the survey. From the 168 unapproved hotels 20 (1l.90 per cent) were selected 

for the survey on lottery method. 

1.7.1. The Hotel Employees 

Structured questionnaires have been used for the survey of the employees. 

Personal interview of the employees was not allowed by the management. Hence 

the questionnaires were entrusted to the general managers of the hotels for ten per 

cent of the employees of each category totalling 340 employees. These 

questionnaires duly filled in by the employees have been received back from the 

general managers on subsequent visit. But only 100 of them were ready to furnish 

information, the details of which are given below in Table l. 5. 

TABLE 1.5 

PARTICULARS OF THE RESPONDENT HOTELS AND THE 
HOTEL EMPLOYEES 

Particulars 
Five Three Two One 

Others 
Star Star Star Star 

Number of 2 9 15 2 22 
hotel surve~·ed 

Total number of employees in 554 848 1148 128 724 
the hotels 

Number of employees to whom 55 85 115 15 70 
questionnaires were given 

Number of 24 15 28 8 25 
employees responded 

Total 

50 

3382 

34() 

100 
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I 7.2 The Touri.~ts 

One hundred foreign tourists from the respondent hotels have been selected 

using systematic sampling method. Structured schedules have been used to collect 

data from them. Similarly for the domestic tourists also the same method of 

sampling was used One hundred and fifty domestic tourists have been interviewed 

from the following centres Kovalam (Kovalam beach), Thiruvananthapuram 

(museum complex, Veli Tourist Village, Shanghumugham beach, and Science and 

Technology Museum), Kochi (Bolgatty Island, Jewish Synagogue, Dutch Palace at 

Mattancheri and Santacruz Cathedral at Fort Kochi), Alapuzha (Boat Race 

Venue), Thrissur (Zoo and Museum, and Peechi Dam), Guruvayoor, Palakkad 

(Malampuzha) and Kozhikode (Beach, Pazhassiraja Museum and Mananchira). 

1.8 Method of Analysis 

1. Ratios, percentages, indices and graphs are used to bring out the growth of the 

hotel industry in Kerala. Linear trends have been estimated, by regressing the 

number of hotels, rooms and bed capacity on time and taking into consideration 

the auto correlated residuals to study the aggregate growth of the industry. 

Similarly linear trends have been estimated, taking the auto-correlated residuals 

and regressing the three variables group wise, on time, to study the growth of the 

three variables among the four groups of hotels. 

2 Centre-wise growth in the three variables is analysed usmg percentages and 
indices 

3. Estimation of centre-wise hotel room requirements is made by using' R' factor 
analysis 

-+ Mean-centre size is used to identify the significant tourism centres in Kerala. 
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5 'p - rating' and '11 - rating' scores are used to measure the spatial 
concentration and dispersion of the industry in various centres. 

6 'Herfindal Index' is used to indicate the degree of variation in concentration in 
the room capacity - of different - types of hotels. 

7 'Entropy Index' is used to measure the degree of uncertainty of a centre In 

attracting or retaining customers. 

8. The financial performance of the hotel industry in India and Kerala is analysed 

with the use of appropriate accounting ratios. The data published by the CMIE, 

November 1994, and the annual reports of the K.T.D.C. and the six private hotel 

companies in Kerala, are used for this purpose. 

9. Human Resource Development of the hotel industry in Kerala is analysed using 
ratios and percentages. 

10 The potentiality of the hotel industry in tourism promotion and the problems 

faced by the hotel industry in Kerala are studied using ratios and percentages. X2 

test is used to test the significance of the result wherever necessary. Satisfaction 

Index is calculated to measure the level of satisfaction derived by the tourists from 

the various services. 

11. Additive seasonal model was adopted for estimating the seasonal index, which 

was the average deviation of each month's tourist arrival from the corresponding 

trend level The Centred Moving Average method with a span of 13 months was 

used for estimating the trend level 

12 The factors of tourist attractions and the centres of tourist preference to stay 

are identified with the help of proportions, the results of which were statistically 

found significant with .. ; test. 

13 The foreign exchange earnings by some of the private hotels and public sector 
hotels were looked into 
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14. The expenditure pattern of the tourists is analysed to find out the proportion of 
expenditure on accommodation. 

1.9 Scheme of the Study 

The study is divided into eight chapters. The first chapter introduces the 

theme. It also contains a brief outline of the problem, the objectives of the study, 

the relevance of the study, the hypotheses, the sources of data, the sample design,. 

the method of analysis and the limitations of the study. 

The second chapter makes an attempt to review the existing theoretical 

literature on the hotel and tourism industry. 

The third chapter gives an account of the origin, growth and development 

of the hotel and tourism industry. 

Chapter four presents a detailed analysis of the growth trends in the hotel 

industry in Kerala. The category-wise demand for hotel rooms at the eleven 

centres of tourism in Kerala is estimated and compared with the supply to assess 

the shortage/surplus. 

Chapter five examines the financial performance of the hotel industry in 

India in comparison with sixty other industries to bring out the rank of the hotel 

industry among them. The growth of the hotel industry in India is brought out by 

indicating the changes in the growth indicators and the key industry ratios. The 

financial performance of the hotel industry in Kerala both in the public and private 

sector is also analysed in this chapter. 

The Human Resource Development in the hotel industry in Kerala is dealt 

with in chapter six The growth of the number of employees and professionalism in 
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vanous categories of the hotel job in the different categories of hotels and the 

socio economic protile of the hotel employees are analysed in this chapter. 

Chapter seven presents a detailed analysis of the foreign and domestic 

tourists and the hotel establishments in Kerala to bring out the potentiality of the 

hotel industry in tourism promotion by focussiilg on the purposes of visit, the 

factors of attraction, the preferences to stay at the different centres of tourism in 

Kerala, the duration of stay, the categories of hotels preferred, facilities demanded 

and supplied in hotels, the opinions of the tourists about hotel services, the 

satisfaction derived from various aspects and the expenditure pattern in respect of 

tourists and the year of establishment, the ownership pattern, the accessibility to 

transport terminals, the occupancy and duration of guest stay, the foreign 

exchange earned, the contribution to the exchequer and the seasonality pattern in 

respect of the hotel establishments, besides highlighting the various problems faced 

by the hotel industry. 

The concluding chapter, summarises the discussion and records the findings. 

1.10 Limitations of the Study 

Due to the non-availability of centre-wise tourism statistics in Kerala prior 

to 1990, the rooms demanded and shortage Isurplus could be estimated for the 

period 1990-1993 only. There was no dependable data-base to know the 

availability of hotel rooms in Kerala. Hence category-wise details of this, had to be 

compiled from the F H R A I guides, the Tourist Desk publications, the various 

publications of the Department of Tourism and the primary survey which were not 

available for more than ten years. 
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Since personal interview with the employees of the hotel was not permitted, 

the questionnaires had to be supplied to them and received back through the 

managers. Hence it is doubted if free opinions of the employees had been 

expressed or not. 

Most of the hoteliers, except a few, were not ready to divulge the 

information relating to their foreign exchange earnings. For the financial analysis 

of the hotel industry only six hotels in the private sector whose annual accounts 

were available for consecutive years in common, could be included. In the public 

sector - hotels represented by the KTDC units - the consolidated annual reports 

only were available. The number of units of the KTDC were not the same for all 

the years under study. 
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CHAPTER -11 

REVIEW OF LITERATURE 

ifotel industry and tourism are fast growmg world-wide. There are a 

number of studies on the problems and prospects of tourism industry in India and 

in Kerala. However research on hotel industry has grown only in recent years. No 

systematic, detailed and comprehensive study on the hotel industry in Kerala has 

been made so far. Very poor data base on the availability of hotel accommodation, 

even at the important tourist centres is a serious problem. Only descriptive 

literatures exist at broad level. An attempt is made in this chapter to review some 

of the relevant existing literatures. Anand 1 in his study examines the reason for 

the poor tourist traffic in India. He says that hotels and other supplementary 

accommodations are the core of tourism industry and suggests that, the required 

number should be made available for the proper development of tourism. Negi2 

deals with all kinds of demands and problems faced by hotel industry. He predicts 

that hotel industry has a big scope for expansion in future. The Indian Institute 

of Public Opinion in a study considered accommodation sector as one of the 

central elements because foreign tourist expenditure accounts with food and 

beverages for 55 per cent and dominates foreign exchange earnings 3 . Seth Pran 

Nath 4 is of the opinion that there should be close connection between growth 

of accommodation facilities and developments in the modes of transport. 



23 

Selvam5 in his study also deals with the adequacy and future needs of 

accommodation Leela Shelly6 has made an attempt to present a broad profile of 

the hospitality industry. She has brought a fresh insight into the hotel industry and 

has made a critical appraisal of the contemporary scene in the hospitality industry. 

Pragathi Mohanty 7 in her study has analysed the growth pattern of the hotel 

industry in Orissa and has examined the growth trend with respect to different 

regions and different types of hotels. 

2.1 Trends in the Hotel Industry 

In a studl conducted by the Ministry of Tourism, the Government of India, 

it is pointed out that star hotels of four star and above are generally considered to 

be of international standards and cater to foreign tourists as well as the most 

affluent of domestic tourists. According to Robert Collier9 a new hotel customer 

is going to be looking for good value three star accommodation. So focus should 

be on the development of three star hotels. He asserts that in order to survive in 

today's global village, hotels will have to be heavily branded or linked to a brand 10 

or positioned in a niche market. He foresees that there will continue to be room 

for major chains 11 to grow with a variety of brands - as well as individual and small 

regional chain in niche markets. 

22 Dependence of Tourism on Hotel Industry. 

Lack of accommodation was a serious problem for tourism development 

even in the past. The Sargent Committee l2 set up in 1945, was the first to point 

out the lack of suitable accommodation for international visitors and suggested 

that a chain of first class hotels should be built in India. In 1956, the Estimate 

Committee D on tourism said that the paucity of accommodation in India 

continued The appraisal of hotel accommodation situation made by the Tourism 
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Department resulted in the recommendation of setting up of 5000 rooms or 8500 

beds within the next three years l4 In 1958, the Hotel Standard and Rates Structure 

Committee l5 recommended the rapid expansion of the hotel industry on a rational 

and scientific basis 

In 1962, Hemphili, commented on the Indian hotel accommodation situation 

that one has to book accommodation a year in advance to be sure of getting what 

he wants. He also pointed out that about 7000 visitors cancelled trips to India 

simply due to the non-availability of hotel accommodation l6 The Ad-hoc 

Committee l7 on Tourism 1962, focussed its attention on the failure of the hotel 

industry to keep pace with the increasing tourist demand. It pointed out that 

during the period 1955-'62 the number of hotel-beds had increased by 11 percent 

only against 300 percent increase in the number of visitors to India. The leading 

hotelier J.R.D. Tata in 1965 had admitted that acute shortage of accommodation 

had curtailed the flow of tourists to India 18. In a survey conducted by M.M.Ananrl 

in 1966, twenty-two per cent of the foreign tourists answered accommodation 

shortage as the most important deterrent to travel in India 19. The Hotel Review 

and Survey Committee20 1968, set up to survey the requirements of additional bed 

capacity at important tourist centres, once again highlighted the accommodation 

shortage in India. 

The National Council of Applied Economic Research 21 (NCAER) had 

opined that hotels are undoubtedly the most essential destination facility that a 

country must provide. if it plans to build up tourism 21 The Estimate Committee of 

Lok Sabha's report 22 for the year 1975-'76 felt that the various measures taken 

and efforts made for tourism promotion will not produce the desired results if the 

hotel accommodation in the country lags behind. JR. D. Tatan was of the opinion 

that unless a major sustained programme of construction of new hotel facilities is 
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undertaken during the next five years, upto a 'million foreign visitors a year will be 

diverted to other countries involving a loss of foreign exchange earnings to the 

tune of Rs. 500 crore. 

Lattin 24 stated that the hospitality industry is the only field where supply 

must precede demand, The growth of the hotel industry is a pre-requisite for the 

growth of tourist traffic. Naik S.D. and Davies N,V2S , in an article expressed that 

the growth of hotel accommodation has not kept pace with the growing demand 

for it. J,R.D, Tata felt that shortage of accommodation makes travel unsafe and 

discourages the tourists to visit a particular area26 , According to him it is essential 

to have up-to-date hotels for the advancement of a country in general or a city in 

particular to provide facilities and comforts to visitors from all parts of the world. 

Anand pointed out that lack of adequate hotels of acceptable international 

standards is a critical factor in limiting traffic throughout the pacific, especially 

Indian Haksar suggested that accommodation must be available in sufficient 

quantity in the required type and quality to match the demand28 of travellers who 

arrive at the destination. Accommodation probably precedes any other type of 

development, 

Naik S,O, and Davis N. V. observed that the future growth of tourism will 

largely depend on the growth of suitable hotel accommodation in the country, 

coupled with transport and other infrastructure29 . The Sector Working Paper or 

Tourism'o of the World Bank has recorded that usually 60 to 75 percent of the 

total expenditure of tourists accounts for food and accommodation and a 

remarkable expansion of tourism is possible by increased supplies of moderately 

priced accommodation in many countries, Negi asserted that "No Hotels no 

Tourism" 
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The Economic Times32 reported that acute shortage of accommodation and 

travel difficulties can affect the image that a country presents to the world. The 

Southern Economist 33 opined that the main problem the foreigners face on landing 

in India is the dearth of good hotel accommodation in the place of tourist interest. 

The bulk is concentrated in metropolitan cities. 

According to Lattin34 , out of the various components of tourism industry, 

accommodation component, more specially hotels, constitutes the major share, 

ranging from 45 to 60 percent. Mukul Guha35 pointed out that hotels bag over 47 

percent of the total sales by tourism and hold control over another 15 percent of 

the incidentals complementary to the entire trade. For this he suggested that hotels 

should be in a position to absorb the varied kinds of visitors' influx. He added that 

hotels are responsible to back up the spirit of a transit passenger for the next visit 

or to dampen the same36 . He concluded that the growth of tourism industry in a 

country depends on many respects on the hotel management of that country37. 

Medlik 38 is of the opinion that hotels are essential to the economies and 

societies as are adequate transport, communication and retail distribution systems 

for various goods and services. He said that hotels are important attractions for 

visitors 39 The direct and indirect contribution of the hotel industry through the 

subsequent diffusion of visitor expenditure to other recipients in the community is 

brought out by him"o He added that hotels may be one of the few sources of 

foreign exchange earnings through the medium of tourism4l Moreover hotels are 

important outlets for the products of other industries42 according to him. He also 

revealed that many hotels became social centres of their communities43 . 

In the opinion of Howard L. Hughes"" the amenities of accommodation and 

catering must exist if tourism is to happen at all. The hotel and catering industry 
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will be responsible for whatever benefits and costs the phenomenon of tourism 

itself brings and the amount of accommodation will in part, set the capacity of a 

tourist destination4~ He also states that an expansion of tourism may require an 

increase in the accommodation stock46 The tourists especially the international 

tourists may be influenced in their choice of destination by the availability of 

suitable hotels and restaurants47 

According to Medlik48 the proportion of foreign and domestic tourists to 

total tourists to a country has relation to the number of hotels in that country. The 

larger the proportion of foreign tourists the higher would be the predominance of 

hotels and vice versa. According to Sharma K. K, accommodation is the matrix of 

tourism49 Vivek Sharma states that without an adequate development of hotel 

resources. all the national scenery, all climatic virtues and all the sporting and 

recreational facilities will hardly suffice to sustain a good volume of tourists trade. 

Seventy-five per cent of the problems of tourists on land are connected with 

unsatisfactory hotel accommodation and services. 

Hotels form an integral and vital segment of the tourism infrastructure in

the country and hence the Government of India had initiated steps to double the 

hotel room capacit/l Government policies towards industry in general and the 

hotel and catering industry in particular, will be a reflection of how far the 

industry is able to contribute towards the achievements of government economic 

policies 52 

Subramanian points out that for accelerating the growth of tourism 

industry. it may be propounded that supplyB should be available before demand 

can be generated. The centres with demand potential need be converted into 

centres with actual tourist traffic54 Maneet Kumar points out that a country's 
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tourism traffic is assessed not only by the number of tourists visiting the country 

but also by the duration of their sta/~. Robert Collier~6 asserts that the obvious 

reasons for people to stay in hotels are for business, meetings and seminars on the 

one hand and for leisure, recreation and holidays or vacation on the other. 

According to him the two most important factors relating to successful hotel stay 

are comfort and luxury and efficiency. 

2.3 Studies in the Context of Kerala 

Tourism was declared an industry57 In Kerala in 1986, with a view to 

developing tourism in the state, thus enabling those engaged in tourism 

promotional activities in the state, to become automatically eligible for concessions 

and incentives as applicable to the industrial sector from time to time. The 

existence of well known and acclaimed hotels will go a long way in promoting a 

tourist destination and unfortunately Kerala state has only a very marginal 

representation in any major hotel chains58 . 

Skipper. G is of the opinion that various groups and individuals are 

carrying out excellent work within tourism industry in Kera}a but some times it 

would seem in a vacuum; it is un-co-ordinated and sometimes adhoc and 

piecemeal~Q He admits that there are some superb quality hotels across the state 

and quality guest houses and attractions, but all too often, it appears that 

expectations of overseas customers are not met to the full 60 According to Najeeb 

E M only very few hotels61 and resorts are available in the state. This results in a 

rush with limited inflow to the destinations and subsequent inability to carry more 

people 

At the world Tourism Meet 1994, major tour operators were reported to 

have expressed reservations about tourism infrastructure of Kerala over the lack of 
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enough luxury hotels62 at Kovalam. Kochi and other tourist centres. Sudheer S V63 

observed that private hotels were rendering better services in providing facilities to 

tourists There were complaints, according to him, about poor hygiene and service 

rendered by the state hotels. He was of the opinion that more hotels and 

restaurants which are clean, moderately expensive and assuring best service64 , may 

be provided in the close vicinity of the centres. The Asian Institute of 

Development and Entrepreneurship, made it clear that in order to increase the 

percentage arrivals of foreign and domestic tourists· to Kerala it is necessary to 

create the necessary additional infrastructural facilities and amenities. Assistance 

to hotel industry65 was an important recommendation in the project. 

2.4 Back Water Tourism in Kerala 

According to a study report66 by Mathews Varghese, Kerala is unparalleled 

in the world. He says that Kerala has the added advantage of the sun, sand and surf 

the three universal tourist attractions. He suggests that high standard hotels should 

come up near back water tourism centres. Jose Dominic is of the opinion that 

Kerala's tourism industry and tourism product are in a stage of infancy67. He 

points out that the resource truly unique and peculiar to Kerala is undoubtedly the 

back-waters611 He brings out that the backwaters can be to Kerala what the Taj 

Mahal is to India or the pyramids to Egypt69 .. According to him, recently there 

have been some welcome development in the creation of backwater based hotel 

infrastructure 70 centred around Kumarakam. He opines that there is an urgent need 

to review existing regulations which are constraints 71 on the development of hotel 

facilities in the backwater tourism centres. According to Skipper G, the 

backwaters are Kerala's Unique Selling Proposition72 (USP). 
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2.5 Foreign Exchange Earnings 

Foreign exchange resource crunch was heavily felt in India in 1991. In 

March 1991, the official foreign exchange reserve of the Reserve Bank of India 

excluding gold and SDR was $ 2,236 million. Three months later in June 1991, it 

came down to just $1,124 million. At this stage it was worth just about two 

week's import, against a critical minimum of three months recommended by the 

I.M.F. So the Government of India immediately negotiated a structural adjustment 

loan from the IMF. As a part of the agreement, rupee was depreciated by about 20 

per cent against U S dollar and other major international currencies, in June 1991 

followed by the partial convertibility of the rupeen • 

Peters observed74 that many countries have embraced tourism as a way to 

increase foreign exchange earnings. He added that net foreign exchange earnings 

is high in tourism as the leakages 75 are the minimum. The import content 76 of 

tourism industry's foreign exchange earnings is a mere 5 per cent. The present 

estimates 77 show that foreign exchange earnings from tourism can be increased to 

about Rs. 5000 crore per annum (at 1986-87 prices) by the year 2000 A.D in India. 

According to Madhav Rao Scindia 78, tourism had emerged as the largest foreign 

exchange earner for the country. Tourism brings in stupendously large amount of 

foreign exchange Even individual hotels 79 brought in hefty chunks of foreign 

currency. Tourism can become India's key foreign exchange earner within the next 

fi 80 Ive years 

Vasant Sanzgiri81 estimated that with a foreign exchange outflow of Rs. 6-7 

crores the hotel and restaurant industry directly earns about 49.7 per cent of the 

estimated foreign exchange earnings by the tourism industry. Tourism is the largest 

single foreign exchange earner for the country and the earnings mostly account for 
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by the expenditure on food and accommodation in this countrl 2 Chatterjee83 

documented that foreign exchange earnings from tourism are so high that tourism 

industry now tops the list amongst other export oriented industries including 

engineering goods and jewellery. Hotels and restaurants share fifty percent of the 

foreign exchange earnings from tourism84 . Syamali Talukdar and Alka Dahar85 

opine that tourism is a major foreign exchange earner and hence the industry has 

very strong case that it should be treated on par with export oriented industries 

and same benefit be extended to it. It is reporteq that 70-80 percent of the 

turnover of hotels IS foreign exchange86 . On the basis of net foreign exchange 

earnings, tourism earnings were actually higher than that from exports of 

handicrafts. The net foreign exchange earningsK7 from tourism have been as high as 

93 per cent. Tourism and hotel industry is already the third largest earner of the 

foreign exchange. Still the foreign exchange earnings in India from tourism and 

hotel industry are very small compared to many other industries88 . 

2.6 Employment Generation 

The capital-labour ratio of hotel industry vis-a-vis other industries have to 

be related in depth for evaluating the employment generations in hotels. The 

employment potential for skilled and semi skilled labour in the hotel sector is quite 

large. Negi estimates that as regards the direct employment, the room to staff 

'rati089 for hotel varies between 1: 1.5 to 1: 3. It is estimated that 54 per cent of the 

tourist expenditure goes towards the payment of wages and salaries90 . On an 

average one hotel room should expect to provide employment for 2.5 persons 

while connected industries and services would offer employment to nine times the 

number of persons who are employed directly by the hotels91 . The cycle of 

increased income and employment continues until it is exhausted, which 

phenomenon is due to employment multiplier in hotel and tourism industries92 An 
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extra-ordinary contribution of two million jobs<l~ In hotels and restaurant sector 

was found in the economic census of 1980. The labour content of $1000 worth 

value added or net-output in various industries (1971) suggested that hotels and 

catering create more employment94 for any rise In output than many other 

industries. It is estimated that on an average, a single hotel room generates 

employment to eight people directly or indirectly95. Increase in the hotel room 

requirements in the approved sector would generate substantial number of jobs as 

one hotel room provides direct employment to 2-4 persons and indirect 

employment to ten times that number96 . The National Tourism Board reported97 

that about 45,000 trained personnel will be required by the hotel industry by 1995. 

2.7 Income Multiplier Effect of Tourism 

The National Committee on Tourism in its report of May 1988 has stated 

that the money spent by the tourist percolates through many levels and generates 

additional income at each round of spending and this has a multiplier effect98 . 

There is high multiplier for hotel industry; 3.8 for every Re. 1/- on hotel 

expenditure9 <l It is usually observed that the income multiplier effect of tourism 

may be taken as 3.2 and the employment multiplier as 2.82 for foreign tourism and 

400 for domestic tourism lOO Tourism is an effective instrument of income 

redistribution in an economylOl According to a report by Chechi & Companyl02 

the income multiplier of foreign tourist expenditure varies between 0.58 to 4.3. 

The multiplier effect of tourism in India has been estimated at 3.2 by the Indian 

Council of Applied Economic Research 10~ and 104 

It is estimated, for several items of tourist expenditure as many as 13-14 

subsequent chain transactions take place 105 In 1982, the Tata Economic 

Consultancy Services Report had shown that for every job created by tourism 
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. d I h 106 A d' P 107 . I d sector, 2.57 Jobs are create e se-were . ccor mg to eter most IS an 

economies have an income multiplier range between 0.6 and 1.2 while developed 

economies have range between 1. 7 and 2.0. 

2 8 Hotel Finance 

I n order to overcome the infrastruetural short-eomings a substantial 

injection of funds is required which may be obtained through local borrowings and 

borrowings at concessional rates of interests from. financial and aid institution 

abroad 108 Statler emphasises the role of "location 109" in the success of any hotel. 

Hotels frequently compete for sites in town centres and other stations where land 

values are high 110 The ratio of capital to turnover is high in hotels, since the bulk 

of capital, sometimes over 90 per cent, is permanently sunk in fixed assets. 

Variable assets form only a small part of the total and stocks are usually low and 

there is little or no work-in-progress Ill. Total fixed assets are static irrespective of 

the occupancy and total variable costs are more or less proportionate with 

occupaneyl12 

A survey of Horwarth and Horwarth International published in 1971 

indicates that the average annual room occupancy of first class hotels I \3 ranges 

between 72.6 per cent and 80 per cent in Asia and Far East, parts of Europe 

including U K, Australia and Mexico and to 60 per cent in U. S. A. It was 71.4 per 

cent in Swiss city hotels 114, according to the report of the Swiss Society for Hotel 

Credit 1970. It is found that the rate of return on investment 115 in the four star 

and five star category hotels is better than in other categories. 

Intosh 116 observed that expensive hotel accommodations are demanded by 

those who want the best and who are willing and able to pay accordingly. 

Expensive hotels have th~ highest occupancy. We have to concentrate on our 



34 

guests and try to create a special niche for the hotel l17 . If tourists are brought in 

chartered flights in large scale, the position in regard to hotel accommodation 

would be chaotic. Unless a massive programme of hotel construction is taken up 

immediately, India will have to miss out all the jumbos and the passengers they 

carry 118 John Lea 119 states that big hotel companies through their international 

operations in origin and destination countries intervene between the would-be

tourist and a chosen destination. 

2 9 Public Sector vs. Private Sector in Hotel Industry 

Skipper G 12U opines that I.T.D.C and Government hotels are not up to the 

standard and it is time for the various governments to get out of running hotels. 

According to him there are some things which the public sector does the best and 

only they can do and some things which the private sector does the best and only 

they can do; put them together l21 to have the best of both the world. The Adhoc 

Committee on Tourism 1963 made it clear that the public sector will have to play a 

major role if adequate accommodation of the right type for the kind of growth of 

tourism is to be provided 122 Tourism industry is not a one man show. Private 

entrepren.eurs In, big and small, have to come forward to provide services of such 

quality that these services themselves should become an attraction. According to 

Mahajan, tourism is a people's industry and it is not possible for the government 

alone to develop it; the government would provide necessary basic infrastructure 

and give all possible incentives to the private sector to see that this industry is 

properly exploited 124 The Estimates Committee of the Lok Sabha in its report on 

tourism 125 , October, 1966 had opined that the hotel industry was predominantly 

suitable for the private sector and that the public sector should not encroach upon 

this sphere The government should invite the private sector to take up the task of 
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investing massive amount for creating additional accommodation In all ranges of 

hotels l26 

The recommendations 127 made in the final draft of the approach paper of 

seventh five-year plan 1985-'90 stated that private sector investment will have to 

be encouraged in developing tourism and public sector investments should be 

focussed on the development of support infrastructure. The objectives of tourism 

can be achieved successfully only with the joint effort of both public and private 

sectors with government acting as a catalyst1n Ganapathy is of the opinion that 

tourism depends on a great deal on the private sector 129 for which adequate 

incentives and concessions are necessary. The role of the private sector in tourism 

promotion will have to be increased significantly during the eighth five year plan 

period, according to the National Development Corporation 130. The nation invited 

the private sector in a big way in the tourism sector in the seventh plan period 

because of the resource constraint at the government level 131 . The hotel industry in 

India was finding it difficult to attract investors because they found investment in 

other industries much safer and more attractive J32. 

According to Chechi & Co., in most countries an investor can easily get two 

to three times more return on his money when put elsewhere than in a hotel 133 . It 

was pointed out at a conference on tourism in London that it was better to build 

shops, offices and other business premises and to make a profit rather than build 

hotels and sell them at a loss134 

Delegates from the Third World Countries attending a U.N conference on 

industrial development were urged to encourage private foreign investment and 

remove government constraints in order to ensure economic recovery135. The 

government liberalisation had attracted private initiative and investment from 
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existing hotel companies, the Indian Corporate Industry, Non-resident Indians and 

the foreign sector 

It is seen that for the accelerated growth of tourism, adequate hotel 

accommodation of the required type is a prerequisite. The economic significance of 

hotels strongly recommends the setting up of additional hotels of different types, 

especially the "class hotels" for which the private sector should involve in a big 

way 
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CHAPTER - III 

THE ORIGIN, GROWTH AND DEVELOPMENT OF HOTEL 
AND TOURISM INDUSTRY 

mravelling is one of man's most basic impulses. An air of excitement, 

adventure and romance has always been associated with travel. It not only takes 

one to unknown lands but also fills one with profound experiences 1. Staying away 

from home is a function of travel and accommodating those away from home and 

supplying them with their basic needs are the functions of a hotel. Other functions 

are supplementary to these functions2 Food, shelter and clothing are the basic 

necessities of man The prehistoric nomadic human tribes were constantly on the 

move looking for shelter and food. But the present day traveller is provided with 

the food and shelter of his choice at the place where he wants, by modern hotels. 

The shift from unintended pleasure out of travel, to travelling exclusively for 

pleasure constitutes the history of tourism industry. 

3.1 The Tourism Industry 

Tourism is one of the world's fastest growing industries and its role in 

accelerating the economic development of a country is widely recognised. Over 

the past two decades tourism has emerged as one of the world's largest industries. 

Never before in the history of man-kind, have so many people travelled at home 

and abroad In 1992, the number of world travellers was 476 million who spent 

over US $ 279 billion3 Two decades ago tourism was a luxury product available 

.... 
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only to those who had time and money to spare. But it is today available to 

practically everyone, in the developed and developing countries. 

In the words of Bertrand Russel the art of using one's leisure intelligently is 

a supreme sign of civilisation. All modern countries are progressing quite rapidly 

towards life styles which favour the growth and development of tourism. 

Wanderlust, curiosity about the unknown, the urge to escape from the drudgery 

and monotony of every day life, increased real personal income, technological 

improvements in manufacturing, increased productivity per worker, increase in 

leisure, higher levels of education, the development of sabbatical leave for persons 

outside the field of education, growth of interest in cultural matters, improvements 

in communication, awareness of other countries, improvements in political and 

socio-economic conditions and tremendous strides in aviation and surface 

transportation are the factors responsible for the growth of tourism4 et. s. 

~lan, since antiquity, has been an inveterate traveller. Only the motivations 

of travel have changed. In ancient times the main motivations were trade, 

pilgrimage and conquest6 . Invention of the wheel and money resulted in the 

increased flow of trade and commerce which marks the modern era of travel. 

After the World War I, there was a beginning of travel for pleasure and 

transformation of travel into tourism. The Phoenicians were probably the first 

real travellers in the modern sense and they travelled from place to place as 

traders 7 The earliest evidences show that pleasure tourism originated in the 

Roman Empire. Medicinal baths and seaside resorts which were later renamed as 

"Spas" were very popular with the Romans. 

In advanced countries specialised education became very common between 

the sixteenth and eighteenth centuries. Travel was recommended as a part of 
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curriculum development. This persuaded the'elite to travel abroad. The Industrial 

Revolution brought about the development of industrialised societies. This also 

brought in an increase of material wealth and certain improvements in transport

and communication during the second half of the nineteenth century and early 

twentieth century. All these led to the development of pleasure traffic on a big 

scale. 

Introduction of Railways in the 19th century was a land mark in the history 

of travel. Thomas Cook can rightly be recognised as the first travel agent whose 

pioneering efforts were eventually to be copied widely in all parts of the world. 

He was the first professional travel agent in the .~orld who hired a special train to 

carry 570 passengers on a trip from Leicester to London and back. International 

travel was made possible through steamships. Opening of the Suez Canal in 1869 

brought about the possibility of a much shortened sea-route. Manufacturing of 

motor cars gave an impetus to the travel and tourism industry. After the World 

War 11, when travel was increasingly carried on by aeroplanes, tourism attained a 

new dimension. The early traveller had advanc~d from the scholar and pilgrim of 

the past to the pleasure seeker of today. 

Since the mid 1960's international tourism has become the top item of the 

international trade and has reached major proportions in the world's economy. 

Tourism is looked upon by many countries as a highly desirable and feasible 

method of economic development because the resources which attract and support 

tourism are usually abundant in underdeveloped areas8 . The most important 

economic benefit of tourism is the earnings of foreign exchange. The receipts from 

international tourism provide a valuable source of earnings for many countries both 

developed and developing. The importance of earnings for developing countries is 

however much more than those for developed countries. Equally important is the 
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capability of tourism in creating employment opportunities. It is a highly labour 

intensive industry. Tourism is a light industry requiring no capital. If the 

community can attract a couple of dozen tourists a day throughout the year, it 

would economically be comparable to acquiring a new manufacturing industry with 

an annual pay-roll of one lakh dollars (US)9. 

Tourists bring wealth into a country, wealth in the form of goodwill and 

understanding; in the form of foreign exchange and in the form of financing for 

future tourist infrastructure and other facets of economic development 10. The 

multiplier effect of tourism is very important. It is estimated that for several items 

of tourist expenditure often as many as 13 to 14 subsequent chain transactions take 

place. Tourism helps to close the widening gap in the balance of payments 

position. In the developing countries the chronic gap in the balance of payments 

due to heavy development expenditure can be met through the development of 

tourism industry which does not demand as much technological sophistication as 

other industries. 

Tourism promotes internal and international goodwill and understanding. It 

not only widens one's outlook but also promotes national and international 

understanding. Tourism helps in correcting the regional imbalances. Development 

of tourism spots at hitherto underdeveloped regions will result in the development 

of that region through the tourism infrastructures provided therein, thus helping to 

remove the regional imbalances. 

Growth of tourism could, to a large extent, contribute in building universal 

understanding and promote world peace. Young travellers could be given 

adequate incentive to stay longer in the host country for better understanding of 

their socio-cuItural milieu and thus contribute to world peace. If we have any 
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hope for a lasting peace in the world, it is believed that travel can contribute 

substantially to the achievement of such peace11 . Tourism helps in removing 

hostility among countries as we receive guests from many countries and send them 

back as friends. 

Thus, tourism is a major source of income and employment for individuals 

in many places deficient in natural resources other than climate and natural 

scenery. It makes use of resources which may not be used otherwise, in particular; 

if there is unemployed labour, in developing countries and regions with few or no 

alternate sources of employment. Beaches, moors and snow fields are examples of 

natural resources which cannot readily contribute to economic well-being of the 

area except through the medium of tourism 12. 

3.1.1 Tourism in India 

India is a land of myriad images, people and faces, religion and culture, 

adventure and memories. India has a lot to offer from the towering Himalayas in 

the North to the sun kissed beaches in the South~ from the exquisite temples of the 

East to the breath-taking beauty of the West~ festivals and exotic food. India is a 

land of striking contrasts - bullock carts and jet planes, stark deserts and lush 

forests, soaring sky scrapers and tiny thatched cottages~ blue jeans and silk sarees. 

It is like rambling in the past, while living in the present. There is such a mingling 

of tradition and modernity. Hence the old and new keep in step. India is not just 

a country; it is a great experience 13 . India is all things at once - a grand paradox, 

soaring mountains and the real, the mysterious and mundane. It is a different 

experience in each of its states and union territories 14. 

The natural attributes of our country make it a potential tourist paradise. 

To quote Samuel Hoare, "India's geographical position in Asia makes it possible 
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for her to be the flying centre of the East"ls .. To quote Mark Twain "It is the one 

country under the sun that is endowed with an imperishable interest for alien 

prince and alien peasant, for lettered and ignorant, wise and fool, rich and poor, 

bond and free and on land that all men desire to have seen and having seen once by 

even a glimpse would not give that glimpse for the shows of all the globe 

combined ,,16. 

India, boasting over five thousand years of history and geographical 

diversity, shows that the tourism performance so far, has been far from flattering. 

Despite all her endowments, India has still to accept the bitter fact that countries 

with far less resources have overtaken us in the highly competitive tourism race 

and have reaped the concomitant benefits and spin-off advantages. e.g. Sri Lanka, 

Nepal, Thailand etc l7 

If some of our neighbouring countries with nothing more to offer as a 

destination, account for a larger number of tourists, we get a clear perspective of 

the potential that India holds for the future lll . Tourism development has a special. 

significance for developing countries like India. Tourism development has been 

advanced as a policy alternative particularly for developing countries, to aid 

economic growth The developing nations need foreign exchange to aid their own 

economic development to satisfy the rising expectations of their growing 

population. Each country has the "raw material It for tourism, within their borders. 

The organisation for Economic Co-operation and Development(OECD) had 

concluded that, "in fact tourism provides major opportunity for growth for 

countries that find themselves at the intermediate stage of economic development 

and that are experiencing rather fast economic growth and increasingly require 

more foreign earnings. There are few developing countries which should rely 

principally, on tourism for their economic salvation l9 . 
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"The share of India in the global tourist growth is negligible. From 25 

million in 1950, the number of tourists in the world, had gone IIpto 500 million in 

1993 and earnings from tourism from arollnd $ 2 billion to $ 324 billion. India 

account.'! for less than one per celll of the tourist trade. According to some 

optimistic projections for India, the number of foreign tourists may reach 600 

million in 1996 and 1000 million by 2000. While in 1990-95 the lourist industry 

in India grew at an average annual rale of 3. 2 per cent, it is likely to grow by 4.4 

per cent per year in 1995-2000, which is nol an impressive target. India. 

therefore cannot afford 10 be complacenl on Ihis front20 . The tourist flow to this 

country has increased but slowly in recent years. From around 1.8 million in 

1990-91, the number of tourists rose to 1.9 million in 1991-92 but was down at 

1.7 million in 1992-93. By 2000 A.D, over 5.0 million tourists are expected to 

visit the coulllry2J" 

Source : 

TABLE 3.1 

INTERNATIONAL TOURIST ARRIVALS - WORLD-WIDE AND THE 
SHARE OF INDIA 1980 - 1992 

(Arrivals in thousands) 

Year World Arrivals Percentage Change Share of India 

1980 284841 - 0.28 
1985 326501 - 0.39 
1986 330746 1.3 0.44 
1987 356640 7.8 0.42 
1988 381824 7 .1 0.42 
1989 415376 8.8 0.42 
1990 443477 6.8 0.38 
1991 455100 8.3 0.37 
1992 476000(PE) 4.6 0.39 

Tourist statistics 1992. Dept. of Tourism Govt. of India. 
Note: P.E Preliminary Estimates. 

It can be seen that the percentage change over the previous year in the 

world arrivals from 1985 to 1992, ranged between 1.3 (1986) and 8.8 (1989) 

(Table 3.1). But the share of India in the world arrivals ranged between 0.38 per 
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cent (1990) and 0.44 per cent (1986) during the corresponding period. This shows 

the poor contribution of India to world tourism. It is a pity that when world 

tourism trade goes for over 360 billion US $ every year, India with her alluring 

potentiality of tourist spots in thousands of places, only bags a meagre amount of 

Rs.SOO crore. May be this has happened due to the reason that the hotel concept 

in India is a new one among both the private investors as well as the government 

wings22 . 

TABLE 3.2 

FOREIGN EXCHANGE EARNINGS - WORLD & INDIA 

y Estimated Percentage Estimated Percentage 
e World Travel Change Travel Change 
a Receipts (in Receipts in 
r million US$) India (Rs. in 

Crores) 
1981 104309 - 1063.9 -
1982 98634 -5.44 1130.6 -
1983 98634 0 1225.0 -
1984 98395 -0,24 1300.0 -
1985 109832 11.62 1189.1* -
1986 116158 5.76 1606.6 35.11 
1987 140000 20.53 1856.1 15,53 
1988 171314 22.37 2054.0 10,66 
1989 197661 15.38 2386.0 16.16 
1990 255074 29.05 2444.0 2.43 
1991 261070 2.35 3318.6 35.79 
1992 279000 (P.E) 6.87 3989.5 20.22 

(P.E) = Provisional estimate 

• Figures for the years 1985-86 onwards were estimated on the basis of revised 
methodology and hence not comparable with those upto the year 1984-85. 

Source: Tourism Statistics, Government of India. 

The Foreign Exchange Earnings (estimated) in the world and in India for 

the period 1981 to 1992 can be seen in Table 3.2. The percentage change over the 

previous year in respect of foreign exchange earnings in the world, ranged between 

-544 (1982) and 29.05 (1990). But in India, the foreign exchange was estimated 
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for the years 1985-'86 onwards, on the basis of revised methodology and hence, 

not comparable upto the year 1984-85. However the percentage change over the 

previous year from 1986 onwards ranged between 2.43 (1990) and 35.79 (1991). 

3.1.2. Tourism in Kerala 

Kerala, an evergreen state tucked away in the south west corner of India is 

a land of vivid, vibrant colours and breath taking surprises. This blessed land 

known for its exotic natural assets also unfolds a. fascinating cultural canvas. 

Kerala with its multi-racial and multi-religious society is a microcosm of India. 

Kerala presents an enchanting kaleidoscope. She appears like a green shawl 

spread out in gleaming sunshine and is a paradise of travellers. The intricate 

coconut groves, the lush greenery of the valleys and the splendid sights atop the 

hills are so alluring. The backwater cruises along the coastal lagoons mesmerize 

the travellers with the tranquilizing lullaby of nature. 

The state of Kerala occupies just under 40,000 square kilometres of land, 

curving along the Arabian Sea on the south west coast of India. Only 100 

kilometres at its widest parts, it is a narrow strip of a state, exceedingly fertile and 

brilliantly green throughout. Packed into this small crescent of land are beaches, 

jungles, mountains, meandering rivers backwaters and some of the most romantic 

natural resources in the world. Kerala's cardamom, pepper and spices, her teak, 

rosewood and ebony, have brought the world to her shores, since the time of King 

Solomon (according to legend) and since before the beginning of the Christian Era 

(according to history). The eastern edge of the state, top to bottom, is sealed off 

by the rolling high ranges of the Western Ghats. This green wall of mountains has 

always separated Kerala from the rest of India. 
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The culture of Kerala is a paradox. This is an area where the most refined 

and conservative concept of caste, in all Hinduism originated and took hold, yet it 

is also an area where Hindu rulers built churches and mosques for their many 

Christian and Muslim subjects and where Jews have freely settled and prospered 

for two thousand years. 

The present state of Kerala was formed in 1956. The commitment of the 

successive governments in power, to social progress has continued unabated, 

resulting in a state that is highly literate, remarkably prosperous and almost 

sparkling clean. By the eighth century Kerala had already boasted of eighteen 

Vedic Academies. Her strong religious and philosophical traditions have produced 

some of Hinduism's greatest saints as well as a great wealth of literature. Both 

traditional and contemporary architecture are seen in palaces, temples, mosques, 

mansions, churches and houses. Performing arts, in which can be glimpsed myriad 

influences and styles, have crystalised into dazzling and dramatic forms which are 

famous and unique, the world over. 

The people of Kerala are a lively and literate lot. Their long history of 

trade with the world has bred in them a rare tolerance, leading to a state where 

Hindus, Muslims, Christians and Jews live peacefully side by side. The Keralites 

have an air of dignity, a relaxed friendliness and a breezy sense of humour. They 

are glad to see visitors to their state and happy to make new friends. Kerala is 

virtually the capital of Ayurveda, the traditional Indian system of medicine. 

Kerala has been attracting tourists from abroad largely on the fame of its 

scenic beauty and cultural heritage. Vasco da Gama's historic landing in Kozhikode 

helped the Portuguese even to establish trading centres in Malabar. The Jews 

came to Kerala long before the days of Christ. It was in search of these Jews that 
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SI Thomas, one of the Chosen Twelve, visited Kerala in A. D. 52 even before St. 

Paul crossed over to Europe. In spite of our claim that Kerala has a wide 

range of tourist attractions, tourist arrivals have not been commensurately 

. . 
Impressive 

TABLE 3.3 

FOREIGN TOURIST ARRIVALS IN INDIA AND KERALA AND 
DOMESITC TOURIST ARRIVALS IN KERALA 

Foreign Tourists Domestic Tourists 
y Visited Visited % Share Visited % Index 

e India Kerala of Index Index KeraIa change 
Kerala over a 

India Kerala the over 
r India prcviou 

s~ear 

1975 ~65725 12565 2.7lJ 100 100 100496 - 100 
1976 533951 1~~17 2.70 114.65 114.74 115336 14.77 114.77 
1977 640422 17291 2.70 137.51 137.61 138328 19.93 137.65 
1978 7~7255 20196 2.70 160.~5 160.73 161568 16.80 160.77 
1979 76~781 20649 2.70 164.21 164.34 165192 2.24 164.38 
1980 800150 21604 2.70 171.81 171.94 172832 4.62 171.98 
1981 8531~8 24315 2.85 183.19 193.51 194520 12.55 193.56 
1982 860178 2~515 2.85 184.70 195.11 196120 0.82 195.15 
19R1 884711 25215 2.85 189.97 200.68 201720 2.86 200.72 
19H4 852503 24292 2.85 183.05 193.33 194336 -3.66 193.38 
1985 836902 ~2347 5.06 179.70 337.02 338776 7~.32 337.10 
1986 1078568 50841 4.71 231.59 404.62 423756 25.08 421.66 
1987 116374~ 51816 4A5 249.88 412.38 510619 20.50 508.10 
1988 1239992 52083 4.20 266.25 414.50 582050 13.99 579.18 
1989 1337232 62952 4.71 287.13 501.01 634248 8.97 631.12 
1990 1329950 66139 ~.97 285.57 526.37 866525 36.62 862.25 
1991 1236120 69309 5.61 265.42 551.60 948991 9.52 944.31 
1992 l·n·P37 90635 6.32 308.07 . 721.33 994140 4.76 989.23 
1993 14~2641 95209 6.60 309.76 757.73 1027236 3.33 1022.17 

Source Tounst Statisttcs, Dept. of Tourism, Govt. of India and Govt. of Kerala 

The distribution of foreign tourists to Kerala and India and the proportion 

of foreign tourist arrivals to Kerala over India can be seen from Table 3.3. It was 

below 3 per cent from 1975 to 1984. During the period 1975 to 1980, this 

remained constant at 2.70 per cent and from 1981 to 1984, at 2.85 per cent, which 

increased to 5.06 per cent in 1985. By 1993, it became 6.60 per cent though there 

were oscillations in between. From 1989 to 1993 a steady increase of 4.7 to 6.60 
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per cent was witnessed. The index of foreign tourist arrivals in Kerala for the 

corresponding period had grown from 100 to 757.73 with a decline in 1984. The 

domestic tourist arrivals to Kerala show an increase during 1975 to 1993; the 

index grew from 100 to 1022.17 steadily except in 1984. when there was a decline. 

3.2 The Hotel Industry 

Hotels serve as a 'home away from home, for the travelling public. When 

the first roads were built in Britain, merchants and other wealthy travellers 

journeyed to various parts of the country. At points on their journeys shelter, food 

and drink were to be found at road side tavernsn . Later on monasteries provided 

hospitality to raise money for the church. Large manor houses scattered 

throughout the country provided services to travellers. When the manor houses 

began to be taxed the lords of the manors began converting their homes into inns. 

An inn could provide rest but a tavern could provide only food and drink. 

Gradually the inns and taverns improved in quality and standard. Laws existed 

concerning accommodation premises as far back as 1550. From 1750 to 1825 

English inns24 gained reputation of being the first in the world and reached their 

peak of development from 1780 to 1825. The development of the railway system 

in the early part of the nineteenth century resulted in a decline in the use of inns 

and taverns. 

The American innkeepers after the industrial revolution were on their way 

to offering the finest services available anywhere. By 1800 the United States of 

America was assuming leadership in the development of modern lodging industry. 

The extensive travelling habit of the Americans helped in the tremendous growth 

of the hotel industry in America and abroad. 
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After 1760, a kind of establishment called "hotel garni" was introduced in 

London and this was then common in Paris. The use of the word 'hotel' came in 

England from this 'hotel garni' which was a long house in which apartments were 

let by the day, week or month to the travellers. 

Steam ships brought continents closer together and provided their wealthy 

customers with luxurious accommodation at sea. These wealthy passengers were 

to be accommodated on land. Hotels such as Savoy and Claridge were built 

followed by a long string of other luxury hotels: The Tremont House which was 

known as the' Adam and Eve of the modern hotel industry' was the largest costliest 

building which established the supremacy of America in the science of hotel 

management. There was fast development in hotel industry as a result of the 

contest among hoteliers to build better, larger and more luxurious hotels. They 

wanted to have at least one hotel which in the city could impress upon the visitors 

the greatness and hospitality of the community. The hotel boom moved westward 

and gradually in the East. 

Ellsworth Statler invented the first modern commercial hotel in 1908. Many 

services and conveniences that were provided by a hotel today were first 

introduced in this hotel to increase the guest comfort. The hotel contained many 

new structured engineering designs because of which the Statler Hotel became the • 
model for the modern hotel construction for the next forty years. 

The hotel industry remained inactive from 1910 to 1920 partly due to the 

first World War. After 1920s new hotels came up every where. In 1930 because 

of the Great Depression, hotel rooms were emptied and about 85 per cent of the 

hotels went into liquidation. Many financial experts openly expressed the opinion 

that hotel industry would never recover25 . But the situation changed completely 



60 

during the World War 11 and the hotel rooms were insufficient to accommodate the 

increasing number of the travelling public. 

During the 1950s motels came up. Intensive com'petition existed in the 

hotel industry during 1970 to 1980 and hotels were made available depending on 

the wants and needs of the consumer, such as luxury hotels, commercial hotels, 

resort hotels and motels. The persistent competitions among the hoteliers led to 

the increase in the number of amenities. Guest services such as automatic check 

out, free parking, airport transportation, twenty-four hour service, and multilingual 

staff are designed to bolster the hotel's appeal, enhance guest stay and bring them 

back to the hotel. Computer and other advanced technology had caused a 

technological revolution in the hospitality industry. The hotel industry turned to 

be a mega industry requiring huge investment which led to the growth of different 

patterns of ownership. Moreover, much technical know-how expertise and 

experience backed with effective marketing abroad are essential for the success of 

the industry for which the various ownership patterns will also help. 

3 3 The Ownership Patterns 

The following are the common patterns of ownership in the hotel industry. 

3 J 1 Independents and Chains 

The term independent refers to an operator owning one or more properties 

which have no chain relationship. Chain refers to properties which are affiliated 

with others. A chain property may be owned by a parent company, a franchise 

operation or operated by a management contract company. Operation of several 

hotels by one organisation is called the chain operation. Today, chains dominate 
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the industry and the largest of these chains own or operate hundreds of properties 

around the world. 

3 3 2 Franchising 

Instead of operating a hotel developed by an individual developer, he enters 

into a franchise agreement with a hotel company by paying fees to use the 

franchiser's name and agrees to follow the franchiser's business pattern and 

maintain its standards at the property. Franchi~ing may pose risk to the 

franchiser's name and reputation because the franchiser cannot exercise the same 

level of control over the operation of its franchises. 

3JJ The Owner Chain 

Both outside investor and a hotel company have an interest in the property. 

Both provide about half the total investment. The parent corporation selects the 

sites, designs, finances, builds and furnishes the property and supervises. 

334 The Referral Organisations 

The chains had ready-made brand names and symbols Independent 

operators found themselves in a tough competitive position. In order to serve the 

independent operator a number of referral organisations grew up. Referral 

organisations are organised on a non-profit basis. They are owned and controlled 

by the members The independent hotel operator could obtain sales promotion 

benefits through these referral organisations. Each referral organisation operated a 

reservation system. The property owner had to maintain certain minimum 

standards to retain the membership of the organisation. If a member is found to 

have failed in maintaining the prescribed standards, the membership in the 
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organization will cease. The operation profits are then split by contractual 

agreement with the investor. 

3 3 5 Management Contracts 

This new strategy was developed by about 1970. Management contract 

companies are organisations that are hired by the property owners to manage the 

hotel for those owners. The chain has complete control over the standards and 

quality of each property and is responsible for the day~to~day operations. The 

chain needs a large professional operating staff. This system is helpful to the chain 

to increase the number of properties. 

3.3.6 Condominium Contracts 

The hotels are owned by different investors who spend only two or three 

weeks a year in it and rent it to the vacationists during the remainder of the year. 

3.3.7 Time Sharing 

This is a modification of condominium contracts. A developer constructs or 

purchases a building containing several types of living rooms. Buyers then 

purchase periods of one or two weeks per year during which they may live in it. 

ll8 Resort Hotels 

They are intended for the vacationists. Resort hotels are located in areas 

where spas and mineral springs are most common. Hotels are built along the sea 

shore and on the mountains with scenic, historical and recreational advantages. 
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l4 Hotel Industry in India 

India with her unique culture, traditions and above all natural resources had 

attracted people from all parts of the world and provided temporary shelter to 

utter strangers and mere 'birds of passage' in institutions such as 'Saraikhanas' or 

'Panth Niwas' or 'Dharma Salas' or 'Vihar' or 'Hospice' or 'Musa Firkhana'. All 

these institutions were intended to be public houses for lodging for travellers, 

similar to the inns in western countries. 

The Buddhist vihars or monasteries were meant for housing monks who 

looked after the guests and provided material and spiritual comforts to them free 

of cost. The support of the state exchequer and the generous donations of the 

grateful guests helped in the upkeep of vihars. 'Dharamsalas' were built by affluent 

sections of the society particularly royalty as an offering to the poor and meant for 

weaker sections of the society. Artha Sastra of Kautilya mentions that travellers 

were provided with accommodation at almost no cost at these Dharamsalas. They 

provided only accommodation. The Muslim counterpart of Dharmasalas are 

Musafirkhanas. During the Muslim rule in India they were built by affluent 

Muslims to provide free or cheap residential accommodation mostly to Muslim 

travellers. 

In India hotel business had been accepted as an industry recently. During 

the nineteenth century the word hotel meant private mansions in a city and the 

accommodation of tourists was met by traditional inns or sarais whose keepers 

were legally bound to entertain travellers who were ready to pay. Before 1939, 

there were hardly any establishment which could entertain more than five hundred 

tourists at a time AfteT the World War 11 important cities in India witnessed the 
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emergence of many hotels and restaurants because the then market was growing 

with the continuous influx of international visitors26 . 

Hotels according to the western concept were introduced in India by the 

British and the British and Swiss were running almost all hotels in India except the 

Taj Mahal of Bombay, built by Jamshedji Naoroji Tata in 1902. The real growth 

of the hotel industry in India was in the twentieth century when big business 

houses entered into hotel field. India's great industrialist, Jamshedji Naoroji Tata, 

felt that it was essential for the advancement of Bombay city in particular and India 

in general, that it shou~ave an up-to-date hotel to provide facilities and 

comforts to visitors frof all parts of the world, to attract visitors from overseas27 . 

In the 1950s the Government of India decided to encourage tourism, 

realising its importance. Acute shortage of hotel accommodation was felt and it 

was necessary to take the decision to build hotels in the public sector. Thus the 

Ashok Hotel, New Delhi, was established in 1956. This was to be done within a 

short time of less than one year to accommodate delegates of the Unesco 

Conference in New Delhi. In 1956, the Government of India set up a Hotel 

Standards and Rates Structure Committee, with the following objectives: 

• to lay down the criteria for the purpose of classification of hotels in India, 

keeping in view the international standards that apply to similar 

establishments 

• to suggest improvements in the existing arrangements 

• to consider whether legislations/assistances were necessary for the hotel 

industry and if so what type 

• to suggest suitable rates structure for the hotel industry. 
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The most important finding of the committee was that, in order to improve 

standards of hotels, a universally accepted system of classification based on star

rating may be adopted by an organisation like the Department of Tourism. The 

Government of India accepted the recommendations and the Hotel Classification 

Committee was set up in 1962. This committee set the norms and recommended 

periodic inspection of all establishments in the country to keep up the tempo and 

suggested that re-classification should be made once in three years. 

The Second Hotel Review And Survey Committee was set up in 1967 

including regional representation of the Travel Agents Association of India and the 

State Governments. The report of this committee dealt with classification of 

hotels, projections of hotel capacity and the standardisation of hotel rates. The 

classification of hotels led to improvements of standards in the hotel industry. The 

Asiad 1982, helped further in this direction. 

A permanent committee exists in the Department of Tourism to inspect new 

establishments. They accord approval to existing establishments desiring to be 

approved. The approval of the hotel industry entitles it to fiscal benefits as well as 

import entitlements against foreign exchange earnings. The Permanent Central 

Committee inspects and classifies only five to three star hotels. For classification 

and inspection of one and two star hotels, committees have been set up at the state 

level with the representative of central government co-opted. The classification of 

hotels in India was done to improve their standards and introduce standardisation. 

There are thirty different national systems for classifying hotels. These can be 

divided into two types. 

(I) The European type where classification IS based on factors relating to 

equipment and 
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(2) Classification based on points. The second type is prevalent in India. 

The availability of hotels in India at the time of classification in 1962 IS 

shown in Table 3.4. There were 186 classified hotels. The largest proportion of 

the hotels was in the two star category (38.17 per cent ) and the lowest (3.76 Per 

cent) in the five star category. The largest proportion of rooms to total rooms 

available was also in the two star category (27.42 per cent) and the lowest in four 

star category (13.30 per cent). There was tremendous growth in the number of 

hotels and rooms in India since then. 

TABLE 3.4 

AVAILABILITY OF HOTELS IN INDIA, AT THE TIME OF CLASSIFICATION IN 1961. 

Star Category Number of % to total Total Number % to total 
Hotels . ~ .. of Rooms 

Five Star 7 3.76 1184 16.71 

Four Star 12 6.45 942 13.30 

Three Star 26 3.98 1341 18.93 

Two Star 71 38.17 1943 27.42 

One Star 70 37.64 1675 23.64 

Total 186 100.00 7085 100.00 

Source . Pran Nath Seth, Successful Tourism· Management. Sterling Publishers 

(P) Ltd., New Delhi, 1987, p.314. 

The number of hotels in 5 star deluxe and 5 star category had increased 

from 15 to 82; in four star from 13 to 49~ in 3 star from 52 to 115~ in two star 

from 64 to 235; in one star from 32 to 96 and in those awaiting classification from 

172 to 202, during the period 1980 to 1992 (Table 3.5). The number of rooms 

increased from 3521 to 16580, from 1112 to 4104, from 2711 to 7477, from 2566 

to 8744, and from 1073 to 3344 in 5 star deluxe plus 5 star hotels, four star, 3 

star, 2 star, and one star hotels respectively. In unclassified hotels the number of 

rooms stood decreased from 10598 to 10288 (Table 3.6). 



Year 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

TABLE 3.5 

AVAILABILITY OF DIFFERENT CATEGORIES OF HOTELS IN 
INDIA DURING 1980-'92 

5 Slar " Slar 3 Slar 2 Slar I Slar Tolal @ 
Deluxe& Star Hotels 
5Star Hotels 

15 13 52 64 32 176 172 
-1.31 3.7-1 1-1.9-1 18.39 9.19 50.57 -19.43 
25 18 59 78 38 218 145 

6.89 -1.96 16.25 21.-19 10.-17 60.06 39.94 
29 20 63 80 47 234 171 

7.16 -1.9-1 15.56 /9.75 /0.37 57.78 -12.22 
46 28 76 113 51 314 III 

/0.82 6.59 17.88 26.59 12.00. 73.88 26.12 
48 31 80 III 51 321 106 

11.2-1 7.26 18.74 26.00 11.94 75.18 24.82 
55 37 102 136 88 418 93 

10.76 7.2-1 19.96 26.62 17.22 81.80 18.20 
55 35 103 139 89 421 83 

/0.91 6.9-1 20.44 27.58 17.66 83.53 16.47 
56 39 107 167 67 436 98 

/0.49 7.30 20.04 31.27 12.55 81.65 18.35 
62 41 116 170 73 462 103 

10.97' 7.26 20.53 30.09 12.92 81.77 18.23 
69 45 125 186 79 504 143 

/0.66 6.96 19.32 28.75 12.21 77.90 22.10 
79 42 114 217 81 533 161 

/ /.38 6.05 16.43 31.27 11.67 76.80 23.20 
85 56 115 233 91 580 167 

11.38 7.50 15.39 31.19 12.18 77.64 22.36 
82 49 115 235 96 577 202 

/0.53 6.29 1-1.76 30.17 12.32 74.07 25.93 

67 

Star 
Hotels + 
(Q) 

348 
100 
363 
lOO 
405 
100 
425 
lOO 
427 
lOO 
511 
lOO 
504 
lOO 
534 
100 
565 
100 
647 
lOO 
694 
100 
747 
100 

779* 
lOO 

Source: 1980 to 1984 Selvam M : Tourism Industry in India- Himalaya Publishing 
House, 1989, pp,101-102. 

1985 to 1989 Quarterly Economic Report of IIPO Vol. XXXII No. 3127. 
April - June 1989, p,28, 

1990-93, Government of India Tourism Statistics 

• The figures is exclusive of 19 heritage hotels classified. 

Note: figures in italics show the percentage to total, 

@ Hotels means hotels awaiting classification, 
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TABLE 3.6 

CATEGORY WISE AVAILABILITY OF HOTEL ROOMS IN INDIA DURING 1980 - 93 

Year 5D + 4 Star 3 Star 2 Star I Star Total Un Grand 
5 Star Rooms in classified Total 

Star Category Rooms 

1980 3521 1112 2711 2566 1073 10983 10598 21581 
16.32 5.15 12.56 11.89 4.97 50.89 49.11 100 

1981 5498 1336 2974 3248 1262 14318 7982 22300 
24.65 5.99 13.34 14.57 5.66 64.21 35.79 100 

1982 6065 1469 3144 3305 1346 15329 14003 29332 
20.68 5.00 10.72 11.27 4.59 52.26 47.74 100 

1983 7903 1960 3895 4852 1727 . 20337 10462 30799 
25.66 6.36 12.65 15.75 5.61 66.03 33.97 100 

1984 8596 2231 4287 4891 1648 21653 10349 32002 
26.86 6.97 13.40 15.28 5.15 67.66 32.34 100 

1985 10219 2589 5524 5128 1762 25222 7387 32609 
31.34 7.94 16.94 15.73 5.40 77.35 22.65 100 

1986 9986 2436 4967 4967 1788 24144 6056 30200 
33.06 8.07 16.45 16.45 5.92 79.95 20.05 100 

1987 10303 2847 5924 5260 1876 26210 8364 34574 
29.80 8.23 17.13 15.21 5.43 75.81 24.19 100 

1988 10775 2846 5884 5553 1964 27022 9347 36369 
29.63 7.82 16.18 15.27 5.40 74.30 25.70 100 

1989 11647 3102 6365 5912 2070 29096 13319 42415 
27.46 7.31 15.01 13.94 "4.88 68.60 31.40 100 

1990 15090 2882 5953 10207 2604 36736 7669 44405 
33.98 6.49 13.41 22.99 5.86 82.73 17.27 100 

1991 15636 3742 5913 8139 3097 36527 7968 44495 
35.14 8.41 13.29 18.29 6.96 82.09 17.91 100 

1992 15435 3543 6045 8740 3182 36945 9811 46756* 
33.01 7.58 12.93 18.69 6.81 79.02 20.98 100 

1993 16580 4104 7477 8744 3344 40249 10288 50537* 
32.81 8.12 1479 17.30 6.62 79.64 20.36 100 

Source: 1980 to 1984 Selvam., Tounsm Industry m India- Himalaya Publishing 

House, 1989, pp.IOl-102. 

1985 to 1989 Quarterly Economic Report of IIPO Vo\. XXXII No. 3127. 
April - June 1989, p.28. 

1990-93. Government of India, Tourism Statistics 

• Total number of rooms in 1992 and 1993 does not include heritage hotel rooms 
6S 1 and 616 respectively. 
Note Figures in italics show the percentage to total. 
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The growth of the hotel industry in India from a very humble beginning, to 

the present day multimillion industry shows its importance in the economy. India 

received 1909 lakh foreign tourists during 1994-95 earning a foreign exchange of 

Rs. 7,367 crore as against 18.07 lakh tourists earning Rs6,509 crore in 1993-94. 

Besides, there has been an annual growth rate of about 18.4 per cent in domestic 

tourists Spurred by the strong growth in the tourism sector, the increasing trend 

in investment is still continuing and foreign investment exceeding Rs.l, 110 crore. 

has already been approved since liberalisation of investment in 1991. The 

provisional estimates available show that, the investment,in the tourism industry is 

about RS.1000 crore per year. While there has been an increase of 7.5 per cent 

tourist arrivals in 1994, over the previous year, the forecast is that by the year 

2000, the arrivals would shoot up by 62 per cenes. The government has plans to 

invest RS.29000 crore in tourism sector over the next five years29 Several private 

sector companies have also initiated to expand their existing facilities and set up 

new hotels in India. They are encouraged by the sound financial performance of 

the hotel industry as evidenced by the study conducted30 . 

There are a large number of hotels in the private sector and hotels run by 

India Tourism Development Corporation (lTDC) and the concerned State 

Tourism Development Corporations, in the public sector. Some of the important 

hotel chains in the private sector are : 

1 Indian Hotels 2 Oberoi group of hotels 

3 I. T C group (Welcom group) 

4 Hotel Leela Venture and 5. Holiday Inns. 
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3.4.1 Indian Hotels 

The Indian Hotel company, Bombay was incorporated and the Taj Mahal 

Hotel, Bombay came into being in 1903. The Indian Hotel Company is the largest 

in terms of turnover31 . It owns and operates fourteen hotels and resorts in India 

with 2678 rooms. It is managing 27 hotels and resorts in India with 2561 rooms 

making a total of 5239 rooms under the Taj Group32. 

Sales and Net Profit for the three years 198.9-90 to 1991-92 have been 

growing at a compound annual growth rate of 26.36 per cent and 59.68 per cent 

respectively. Taj group opened a new hotel in Lucknow in March 1995, in 35 

acres of land and it is expected to have a turnover of Rs. 10 crore to Rs. 12 crore in 

1995-96 The Indian Hotel Company plans to open 21 Taj group hotels with 2000 

rooms by 1999 with a cost of Rs. 300 croreB . 

342 The Oberoi Group of Hotels 

Oberoi entered the field of hotel industry by purchasing a controlling 

interest in the Associated Hotels of India, in 1943 and opened a chain of Oberoi 

hotels in India and abroad, growing from a clerk to a magnate. 

In 1946, the Oberoi Hotels Private Limited was established and the East 

India Hotels, Calcutta in 1949. In 1956, he started the East India Hotels Limited, 

Calcutta. The Oberoi Hotels (P) Ltd., had extended its activities to the 

international field in 1964 by signing a management agreement with His Highness 

Prince Himalaya of Nepal to operate a luxury hotel at Kathmandu in Nepal. 

Again an operating agreement of Oberoi Imperial in Singapore was an 

addition to its international chain. In t 972 Meena House in Cairo was acquired. 

Then it moved to Elephantine Island in Nile and started Oberoi Aswan Hotel. In 



71 

Sri Lanka, it started Lanka Oberoi and Hotel·Damman in Saudi Arabia. The East 

India Hotels Ltd H owned two hotels in Egypt and one each in Bale, Saudi Arabia, 

Singapore, Sri Lanka and Nepal, by 1981 

3.4 2.1 Joint Hoteliering in India. 

In 1962 the Oberoi Hotels (P) Ltd., entered into a collaboration agreement 

with Inter Continental Hotels Corporation, New York (a wholly owned subsidiary 

of Pan American World Airways) for Oberoi Inter C;ontinental Hotel, New Delhi 

and opened the Oberoi Inter-continental Hotel in 1965. Today it is a member of 

the leading hotels of the world 3s . 

In 1968, a collaboration agreement with Sheraton Hotels International, 

Boston, U.S.A. was finalised to build a luxury hotel in Bombay and received 

Rs.4J5 crore to fund the project from the United Agency for International 

Development. The 500 room luxury hotel, the Oberoi Sheraton, Bombay was 

commissioned in 1973. It was the first among the world famous chain of Sheraton 

hotels to be located in India and the first Oberoi Hotel in Bombay. 

The East India Hotel's operations are currently handled only through 

management contracts. The company also plans to expand in Africa, Indonesia, 

Mauritius and other neighbouring countries under joint venture. The foreign 

partner would be responsible for land and local expertise. The foreign partner can 

also bring In equity The company plans to double the number of hotels it owns 

overseas. It owns ten hotels overseas at present. Another group of company, 

Oberoi Associated Hotels Ltd., is setting up 60 Villa accommodation over 25 acres 

of land in Jaipur, at a cost of Rs.28 crore36 The Oberois have tied up with Accor 

to develop budget hotels and have plans to set up 20 such hotels in the next ten 

years. 
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34.3 The I. T. C. Group (Welcom Group Hotels) 

The Indian Tobacco Company (ITC) is the fastest growing group of hotels 

in India. The ITC entered the hotel field in 1974 and opened its first hotel, 

Chola37 &: 38 in Madras, in 1975. It has two types of hotels - Welcome group hotels 

and Indovilla hotels. Indovilla hotels are low cost hotels, the objective of which is 

to encourage Indian tourism by offering facilities to those tourists who cannot 

afford to luxury deluxe hotels. In 1976 Mughal Hotel was opened at Agra in V.P. 

In 1977, Maurya Hotel was opened in Delhi. 

The ITC extended its hoteliering activities abroad by entering into an 

agreement with AI-Futtain group, Dubai in 1981 for developing and increasing 

hotels outside India in different parts of the world. A new company known as the 

Alfit Corp. International (P) Ltd., had been formed with equal participation in 

equity and equal representation in the board. 

The ITC group of hotels are also servicing a number of hotels in India 

owned by various independent Indian parties. The company had acquired 

substantial experience and expertise in all facets of the hoteliering industry, from 

early design and construction to servicing and marketing after the hotels become 

operational. 

A decade after entering the hotel business, the ITC Ltd., had finally decided 

to setup a five star 200 room Welcome group hotel in Calcutta at a cost of RS.20 

;~ 

crore' The ITe wanted to establish its credibility as serious entrants and to 

attract the best talent from within the industry by providing for personal growth, 

to awaken those in the industry to grow and compete, to increase the number of 

domestic and foreign tourists from which everyone in the industry, including the 

country in general would benefit and to make it difficult for competitors to launch 
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a concentrated counter attack. The ITC group of hotels has emerged as one of the 

largest hotel companies along side the East India Hotels and the Indian Hotels 

following the transfer of the Welcome group properties from the parent ITC Ltd. 

34.4 Hotel Leela Venture 

The Leela Venture (P) Ltd., was a company promoted by Captain C.P.K. 

Naif It was incorporated on 20th March, 1981 at Bombay and was converted into 

a public limited company on March 10th 1983. The company entered into a 

collaboration agreement with the Penta Hotels Ltd. for a period of ten years for 

sales, marketing and technical know-how, marketing the hotel by Penta's three 

airline partners (Lufthansa, Swiss Air and British Airways). During 1987-88 the 

hotel delinked itself from the Penta and entered into a technical, sales and 

marketing agreement with the Kempinski hotels, S. A. Switzerland - a part of the 

Lufthansa group of hotels - as the hotel was being upgraded to a five star deluxe 

hotel The name of the hotel was also changed to "The Leela Kempinski, Bombay" 

with effect from October 15, 1988. 

Captain Krishnan Nair entered the hospitality industry in 1986, with the 

establishment of Hotel Leela, 1.5 Km away from Sahar International Airport, 

Bombay. The 168 room Leela Beach, at the tip of Colva Beach in Goa, five 

hundred Kms. south of Bombay was established in 1990. The Leela initiated a 

sales and marketing tie up with the Penta group. The shareholders of the Penta 

Hotels, which came into being in 1970, were three of the world's leading airlines -

British Airways (9 per cent), Lufthansa (62 per cent) and Swiss Air (17 per cent) 

besides Union Bank of Switzerland (6 per cent) and Westdeutsche Land Bank (96 

per cent). The Penta group had 16 hotels in various countries and Leela Pent a was 

the 17th in its chain. The Penta group has no financial stake in the Indian venture 
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but will provide Leela with technical and managerial assistance. Penta's 

computerised reservation service and the world wide combined sales force of the 

three airlines will be available on top for Leela Penta. 

The major thrust of expansion of the Leela Venture is in Goa where 247 

acres of land has been acquired for an eighteen hole golf course which will be 

designed and executed by Jack Nicklaus, the world renowned golfer. 

Club Med, one of the world's largest leisure. and tourism groups with a 

turnover of more than 8 billion French Francs in 1992, had invited the Leela Beach 

to have an association with them. But so far it has no plans for any association 

with anyone 

The right management and personal involvement of the members of his 

family are the causes of the success of the Leela Venture, according to Captain 

Naif His son Vivek who graduated from Cornel! University in hotel management, 

is running the hotel Eighty-five percent of the clienteles of Leela Venture are 

foreigners. 

3.45 The Holiday Inns 

The Holiday Inns incorporated U. S. A and the Eastern International Hotels 

Ltd., in a franchise arrangement had started the first Holiday Inn Hotel in India, at 

Juhu Beach, Bombay. Again in 1975 the North India Hotels (P) Ltd., started a 

five star luxury hotel at Agra in collaboration agreement with the Holiday Inns 

Incorporated U. S. A. 

The Holiday Inn hotels have their own Holidex system, the world's largest 

computerised global reservation network, that would enable its customers to make 

reservation in Holiday Inns any where in the world, almost instantly and free of 



75 

cost. The Holiday Inns Incorporated is also extending the technical know-how 

services to the project in India in the field of construction, designing, interior 

decoration and operation. 

The Holiday Inn, Ahemadabad, a member of the Holiday Inn global chain 

had drawn up a Rs.2 crore quality upgradation programme which includes RS.9 

lakh in the installation of firm alarms and providing electronic card locking systems 

in its sixty-three rooms40 The Holiday Inns had 1750 Holiday Inn hotels in 56 

countries and territories in the world41 . 

In addition to the important international hotel chains mentioned above, a 

number of hotel companies also entered the hotel field. A twenty four storey five 

star deluxe hotel cum commercial complex, with RS.56.2 crore project cost and 

466 double rooms and suites, spread over six acres of land called Bharat Hotels 

came up in New Delhi in 1984. The construction was started in 1981. It had 

entered into marketing franchise agreement for ten years with Holiday Inns 

Incorporated U.S.A42 The company was promoted by Delhi Automobiles (P) 

Ltd, and Suri Group and it was one of the tallest hotels in the sub continent. 

For the first time, Ramada International, the third largest hotel chain in the 

US entered India by lending its name and providing technical know-how for 

establishing six large hotels in India at a cost of Rs.45 crore43 . 

With over 600 hotels of all kinds around the globe, Ramada sought to enter 

India in a big way. A study by Ramada International had shown that it could 

support India's economic developments by lending its technical know-how for 

setting up four star hotels to serve businessmen in India44 All the regional offices 

of Ramada around the world were tele-linked and reservation system was 

computerised which would facilitate businessmen to plan and execute foreign tour 
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programmes without any hitch, but would open up India in a big way for foreign 

tourists Ramada International's full-fledged institute of food research, hotel 

management, catering, house-keeping and maintenance is training personnel for its 

world-wide chain so that a uniformly high standard could be maintained at all links 

of the chain. Videos of Ramada Institute's curriculum are supplied to all its Indian 

hotels for training their staff at lower levels. A new company Ramada Hotels 

(India) Ltd. was promoted in technical and financial collaboration with Ramada 

(UK) Ltd., to set up a five star holiday resort at C;:olva Beach, Goa, with 140 

rooms in over a 21 acre beach front land, designed by the famous Hawaiian 

architects Wimberly Whisenand Allison Tong and G0045 . 

The Asian Hotels Ltd., a new company entered the hotel field in October 

1982 The company was incorporated in November 1980 and promoted by a group 

of non-resident Indians and resident Indians who had experience in various areas 

to set up a five star delux.e hotel of international standards, at New Delhi with 588 

rooms. It entered into the franchise agreement with M/s. Hyatt of HongKong Ltd. 

and named as 'Hyatt Regency Delhi'. The Hyatt is well known among the 

international hotel chains. 

3.4.6 The Public Sector Hotels in India 

Ashok Hotel, New Delhi, was established In 1956 to accommodate 

delegates of UNESCO conference in New Delhi, at a time when acute shortage of 

hotel accommodation was felt. 

3461 India Tourism Development Corporation Ltd. (I. T. /). () 

The 3.89 percent decrease in the number of tourists in the year 1962 for the 

first time from 139804 to 134360 against an increase of eight percent in the case 
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of world arrivals and fourteen per cent in the case of Pacific region, prompted the 

government of India to appoint an Ad-hoc Committee on Tourism in 1963 under 

the chairmanship of Jha and the committee is popularly referred to as Jha 

Committee The Jha Committee made it clear that "if adequate hotel 

accommodation of the right type for the kind of growth of tourism is to be 

provided, the public sector will have to play a major role in the field ,,46. On 21st 

January 1965, as per the recommendation of the Jha Committee the India Tourism 

Hotel Corporation was established to construct and manage hotels in the public 

sector. On 31 st March, 1965 Indian Tourism Corporation Ltd., was established to 

produce material for tourist publicity. On December 1st, 1964, Indian Tourism 

Transport undertaking was established to provide transportation facilities to 

tourists In 1966 these three corporations were amalgamated and India Tourism 

Development Corporation (ITDC) was formed on 1st October, 1966 and it was the 

task of ITDe to build suitable accommodation for tourists ITDC is still setting an 

incentive to travel and tourism backed by the country's largest accommodation 

chain. Originally ITDC was set up to provide hotel accommodation at places 

where private sector was shy of investing in the industry. But today, ITDC runs 

chains of hotels at all important centres at national and international level, 

independently or with foreign collaboration. 

ITDC is the only organisation in the country which offers a complete 

package of tourist services under one roof. 

The following are the services of ITDC : 

• fTDC was set up in 1966 with the prime task of promoting tourism . 

• It not only offers consultancy services to the state governments and 

international organisations but also aids in promoting tourism publicity. It has set 
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up a special cell to undertake consultancy cum technical services and management 

contracts on commercial basis 

• Duty free shops are run by ITDC at important places. It is the only authorised 

dealer in duty free shops. 

• ITDe planned to set up full-fledged training academy to impart expertise so as 

to achieve accelerated development of tourism. 

• The first travel agency of ITDC out side its head quarters was opened in 

Gangtok, Sikkim, in 1982. 

• The company started helicopter services in Sikkim. 

ITDC's greatest contribution to the development of Indian tourism has been 

the parallel development it has stimulated in the private sector. Whenever it has 

broken new ground. the private sector has rushed in, to establish themselves in 

areas far off the tourist tracks. fTDC lodges and hotels now have opened the way 

and the very fact that it faces so much worth while competition from private sector 

is a measure of ITDC's success47 

ITDC'S Hotel Ventures with States 

The Union Ministry of Tourism and Civil Aviation had formulated a scheme 

for constructing medium priced joint venture hotels at important centres to bring 

about a balanced growth of all the regions. The scheme envisaged the setting up 

of a separate company in each stage with nearly equal equity by ITDC and the 

State Government Tourism Development Corporation. ITDC under the scheme 

would provide consultancy services in planning, designing and construction as well 

as managing and marketing the hotels48 . The company now having international 
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marketing links, all these joint venture projects are expected to do well ID 

promoting tourism. 

Joint Sector 

In a major policy change, the Union Government had permitted ITDC to 

enter into joint sector hotel projects with the private companies. As a part of this 

policy ITOC concluded its first joint sector project agreement with Sima Hotel and 

Resorts Ltd., to set up the country's first family beach resort at Goa which has 

been named as the Canacona Ashok49 . The concept of "time sharing" in the 

country was introduced by ITDC at the family beach resort at Goaso . 

Foreign Collaboration 

ITOC entered into foreign collaboration with the Odner Hotels Hong Kong, 

to undertake marketing and reservation services in the Far East putting an end to 

the problem of lack of adequate overseas marketing facilities. This was a serious 

problem faced by the compny because of which its hotels suffered a set back over a 

period of time. The Odner Hotels was the single largest marketing agency in Hong 

Kong involved in the promotion of tourism with 15 offices in 11 countries. Under 

the agreement ITDC had to pay foreign currency equivalent to Rs.6 lakh per 

annum to the Hong Kong agency for marketing its 24 hotels. It was the first 

international tie up for sales and marketing. The agreement was with effect from 

1st January 1985 

DtH'lopmfnts in ITDe 

IToe has been able to make a mark in many areas hitherto unknown to this 

organisation These include the successful launching of the overseas consultancy 

projects, opening of new sources of foreign exchange earnings, profressionlaising 
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and streamlining the operations of duty free shops and launching of Ashok Travel 

and Tours. In preparation of the Asian games 1982, ITDC commissioned 3 new 

hotels in the capital. These included the revolutionary common man's Yatri Niwas, 

the Luxury Kanishka and Super Deluxe Samrat, altogether 1200 rooms51 . 

ITDC together with the Indian Railways had organised package tours using 

a specially introduced luxury air-conditioned train called "Great Indian Rover". 

ITDe has eleven operating divisions including hotel division, Ashok travel and 

tours division, international product sales division and marketing divisionS2. The 

company had invested a sizeable portion of the total capital employed in its 5 star 

projects It had signed an agreement with Mitsui Real Estate Development 

Company of Japan for a hotel project in Nepal called Hotel Himalayan in 

Kathmandu. lTDC had been selected to cater for the food arrangement at the 

month long festival of India held in Stockhom (Sweden) on 21 st August 1987. It 

had also entered into collaboration agreement with the Grand Hotel Chain in Lund, 

Sweden, to organise an Indian Food Festival between September 28th and October 

4th 1987. 

Foreign Equity Participation 

The public sector group of hotels - Ashok group of hotels, Ranjit, Lodhi 

and Janpath - were in for major policy changes and were looking for foreign 

known hoteliers for equity participation. With the growing competition from the 

existing hotel chains in the private sector it had become imperative to link up with 

internationally known chains. The Union Government had decided to lease out the 

state owned ITOC hotels to the private sector while rejecting the proposal seeking 

outright sale of these hotels. ITDC has a total of 36 hotels spread all over the 

~ 1 country·· . 
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Aeroflot, the Soviet Airline, had partnered ITDC in 1991, in a hotel venture 

for the first time in the country and the first hotel of Aeroflot outside the Soviet 

Union with Aeroflot having 40 per cent equity participation and 60 per cent by 

lTDe was proposed. This joint venture was planned to rebuild ITDC's Ranjit 

Hotel in Delhi, with 3 star rating at a cost of Rs.12. 5 crore and 300 rooms. 

lTDC's policy is no longer going in for 5 star hotels. It has now, returned to its 

original objective of developing tourism infrastructure of the country54. 

34.7. Hotel Corporation of India (H. Cl) 

The HCI was set up in July 1971 as a wholly owned subsidiary of Air 

India. It had planned to build hotels at important airports and tourist centres. The 

HCI opened Centaur Hotel at Bombay airport in 1974. 

34.8 Heritage Hotels 

A classification described as heritage hotel!! was adopted in January 1991 as 

an additional category. The heritage hotels provide the tourists from abroad, an 

opportunity to experience the life style of the Rajas and Maharaja's of the past, in 

the same settings. Only the high budget tourists can afford them. The scheme of 

heritage hotels fits in well with the prime objective of the tourism policy during 

the eighth plan to attract the high spending tourists from the U. S., Europe and 

Japan In India there were 19 hotels of this category in 1992. The Heritage hotels 

should cover running hotels in palaces / castles / forts / havelies / residences of any 

size which were built prior to 1950. Historically the oldest Heritage hotel of India, 

is the Neemrana, Fort Palace, whose earliest building dates back to 1464 A.D. 

The introduction of Heritage hotels by the Department of Tourism, as a 

unique tourism experience in India has met with great success. Many of the 
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Heritage hotels are now becoming destinations by themselves. The owners of such 

properties now find that this is the best way of ensuring that their ancestral 

properties are preserved and enhanced in value and at the same time are very 

rewarding ventures financially. As most of the properties of the Rajas and 

Maharajas are in remote places the development of the Heritage hotels also gives 

benefit to the community as a whole by improving infrastructure and also 

providing employment to a large number of local people in traditional crafts and 

folk activities. 

35. Tbe Hotel Industry in Kerala 

History shows that Kerala attracted tourists from far and near from time 

immemorial. Accommodation was provided in 'Sathrams' and similar shelters. Just 

as hotels all over the world developed, by gradual evolution, Kerala also witnessed 

the development of the hotel industry. 

3 5 1 The Private Sector Hotels 

In 1912 Spencers started the Malabar Hotel at Kochi and the Mascot hotel 

at Thiruvananthapuram. Later the Malabar hotel was taken on lease in 1952, by 

Dominic Jose. At that time hotels were not considered quite respectabless . 

However he ran the hotel pretty well with the help of a senior staff member whom 

he made the manager. In the mid fifties when the lease expired, in order to 

accommodate this manager, who was nearing the age of retirement, Dominic 

started a small restaurant at Willington Island. Since beer licences were given only 

to hotels, it was made Casino Hotel and Restaurant by constructing three rooms. 

This hotel gradually grew and became a three star hotel. Few other hotels in the 

private sector were started in the sixties. The rate of growth of hotels in the 

private sector was more in the eighties. 
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352 The Public Sector Hotels 

Kerala Tourist and Handicrafts Development Corporation (P) Ltd., 

Thiruvananthapuram was registered on 29th December 1965. The name of the 

company was changed into Kerala Tourism Development Corporation (KTDC) in 

1970-71. At the time of inception, the corporation took over the following five 

establishments. 

1. The Aranya Niwas Hotel, Thekkadi 

2. Edappalayam T.B. Thekkadi 

3. Periyar House, Thekkadi 

4 Mascot Hotel, Thiruvananthapuram and 

5 Kovalam Beach House, Kovalam. 

The Kovalam Palace was taken over as gomg concern on 19.02.1967. 

Three decades back Kovalam was an unknown tiny remote village. The Maharaja 

of Travancore, built a delightful retreat for himself at Kovalam which came to be 

known as the Summer Resort called Halcyon Castle 

KTDC has been doing its best to attract more tourists to the state by 

organising tourist festivals, organising conducted tours and guiding tourists. The 

tourism week celebrations are organised during On am with the active help and 

assistance of the Government as an effective publicity for the tourist aspects of 

Kerala It was during 1978 that the corporation realised the importance of 

tourism and large scale investments for the development and promotion of tourism 

was found necessary. It was decided to provide adequate infrastructure by way of 

accommodation, transport etc. to attract large number of foreign as well as 
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domestic tourists to the state. The Government had availed the serVIces of the 

Consultancy and Applied Research Division of the Administrative Staff college of 

Hyderabad for drawing up a Master Plan for the development of tourism in the 

state. During 1994- '95 the corporation had altogether 43 units consisting of 24 

hotels, 13 Sabala Restaurants, one Air-port Restaurant, one Boat Club at Veli, 3 

travel and tour divisions and a head office. 

Conclusion 

Kerala is convinced of the importance of tourism development and is aiming 

at maximising the foreign exchange earnings from tourism. Imaginative steps 

should be taken to attract foreign tourists to Kerala. Stress should be given to 

bring in foreign tourists belonging to the creamy layer and to discourage back-

packers This would avoid environment pollution and help in increasing 

contribution of foreign exchange earnings. An attempt in this direction has already 

been started with the introduction of chartered flights to Kerala with foreign 

tourists. The travel agents, tour operators and above all the foreign tourists 

should be assured of safe and comfortable stay when Kerala is considered as a safe 

destination in the wake of disturbances that prevail in the Golden Triangle of the 

North. Every effort should be made to increase the availability of hotel 

accommodation of the required category. Growth trends in the hotel industry in 

Kerala is discussed in the following chapter. 



85 

Select References 

Adithyaswame & Vasudev Johsi, The Economic Times Midweek Review, 

September, 19 1991, p. 10. 

2 Medlik, S., op.cit., p.7. 

3 Gov!. of India, Dept. of Tourism, Tourism Statistics, 1992. 

4 Mc. Intosh, R.W., op.cit., p.8.:. 

5 Naik, S. D. and Devies, N. V., "The Tourism Industry", Thericonomic scene -

Vol iv. No.7, Supplement July, 1979. p.S.2. 

6 Chib, S.N., Sardar Patel Memorial Lectures, October, 29-30, 1981- Ministry of 

Information and Broad Casting, Government of India, p. 1. 

7 Bhatia, A.K., Tourism Management, Principles and Practices, Sterling 

Publishers, (P) Ltd., 1989. p.2. 

8 Mc, Intosh, R.W., op.cit., p.7. 

9 Anand, M.M., op.cif., pS 

10 Negi, JM., op.cit., p.xiii. 

II Mc, Intosh, KW., op.cit., p.9 

12 Burkan, AJ. and Medlik S., op.cif., p.V. 

13 Industrial Times, December 8-21,1986, Vol. xxviii, No. 25 



86 

14 Shahani, R T, Discovery of India, Industrial times, December 821, 1986, Vol. 

xxxviii, No 25, p4 

15 Anand, MM, op.cit., p.4. 

17. Haksar, A.N., "Marketing Thrust Required", The Economic Scene -

Supplement. Spot Light on Hotels, April, 1980, p.51. 

18 Varghese, C. G., The Economic times, 6th March, 1987. 

19 Michel Peters, op.cit., pp.222-223. 

20. 1.I.P.O., "Tourism in India", Monthly Commentary on Indian Economic 

conditions, Blue Supplement, Vol xxxv. No.ll issue 419, June 1994 p.1. 

21 . Ibid. 

22. Mukul Guha, "Hotel Industry 10 Indian Tourism", Capital, September 21, 

1981, p.l 0. 

13 Douglas, A. Ryan, Business Aspects of Catering Longman Inc., New York, 

1989, p.3. 

24 Lattin, G.W., op.cit., p.42. 

25 Ibid .. p.46. 

26 Mukul Guha, ap.cit., p.9. 

27 Negi, JM, ap.cit., p.21. 



87 

18 Sudhir Krishna, "Hotels profit up 52 per cent in 1994-95", Express Hotelier 

and Catering, Vol. l. No.54, September 25 1995, p.15. 

19 Ibid. 

30 Ibid. 

31 The Economic Times, March 7, 1994. 

32 The Economic Times, July 7, 1995. 

3l Ibid 

34 The Economic Times, August 9, 1981. 

3S The Economic Times, October 14, 1988. 

36 The Economic Times, July 1, 1995. 

37 Seth Pran Nath .. op.cit, p.202. 

38 The Economic Times, August 7, 1981. 

39 The Economic Times, June 7, 1986, p.9. 

40. The Economic Times, July 12, 1995, p.} O. 

41 The Economic Times, August 5, 1984. 

42 The Economic Times, October 26, 1983. 

43 The Economic Times, February 17, 1984. 



88 

45. The Economic Times, August 30, 1989. 

46 Negi, J.M., op.cit., pAO. 

47. Shyamali Talukdar and Alka Dahar, op.cit. 

48. The Economic Times, February 8, 1982. 

49. The Economic Times, February 20, 1985, p. 1. 

SO Ibid. 

51 The Economic Times, August 6, 1982. 

52 The Economic Times. May 31, 1985. 

53 The Hindu, February 11, 1994. 

54 The Economic Times, November 25, 1991. 

SS Maureen Liebal, "The Dominics of Kerala; pioneering new concepts", Hotels 

and Restaurants India, September-October, 1993, Issue No.l, p.35. 



TRENDS IN THE HOTEL INDUSTRY IN KERALA 



C
H

A
P

T
E

R
 -

IV
 

T
R

E
N

D
S

 I
N

 T
H

E
 H

O
T

E
L

 I
N

D
U

S
T

R
Y

 I
N

 K
E

R
A

L
A

 

A
 h

ot
el

 i
s 

a 
co

m
m

er
ci

al
 e

st
ab

li
sh

m
en

t 
of

fe
ri

ng
 l

iv
in

g 
q

u
ar

te
rs

 a
nd

 f
ac

il
it

ie
s 

fo
r 

th
e 

as
se

m
bl

ag
e 

o
f 

pe
op

le
 f

or
 

so
ci

al
, 

bu
si

ne
ss

 o
r 

en
te

rt
ai

nm
en

t 
p

u
rp

o
se

s 
an

d 

m
ay

 e
ng

ag
e 

in
 r

en
ti

ng
 o

u
t 

p
o

rt
io

n
s 

o
f 

it
s 

pr
em

is
es

 f
or

 s
ho

ps
 a

nd
 b

us
in

es
s 

w
h

o
se

 

co
nt

ig
ui

ty
 t

o
 a

 h
ot

el
 i

s 
de

em
ed

 d
es

ir
ab

le
. 

In
 o

rd
er

 t
o

 p
ro

m
o

te
 t

ou
ri

sm
 i

n 
K

er
al

a 

th
er

e 
is

 a
n 

ur
ge

nt
 n

ee
d 

fo
r 

la
un

ch
in

g 
a 

vi
go

ro
us

 p
ro

gr
am

m
e 

o
f 

es
ta

bl
is

hi
ng

 n
ew

 

ho
te

ls
. 

F
or

 t
ou

ri
sm

 t
o

 g
ro

w
 o

n 
he

al
th

y 
li

ne
s 

an
d 

to
 m

ak
e 

su
bs

ta
nt

ia
l 

he
ad

w
ay

, 
th

e 

qu
an

tu
m

 o
f 

ac
co

m
m

od
at

io
n 

av
ai

la
bl

e 
an

d 
th

e 
fa

ci
li

ti
es

 o
ff

er
ed

 s
ho

ul
d 

be
 a

d
eq

u
at

e 

to
 m

ee
t 

th
e 

ne
ed

s 
o

f 
th

e 
pr

os
pe

ct
iv

e 
to

ur
is

ts
. 

A
ls

o,
 t

h
e 

ra
ng

e 
o

f 
va

ri
et

y 
of

fe
re

d 

sh
ou

ld
 b

e 
su

it
ab

le
 t

o
 t

he
ir

 v
ar

ie
d 

ta
st

es
 a

nd
 p

ur
se

s.
 

T
he

 g
ro

w
th

 o
f 

th
e 

ho
te

l 
in

du
st

ry
 i

n 
an

y 
pl

ac
e 

is
 a

n 
in

de
x 

o
f 

th
e 

ec
on

om
ic

 

de
ve

lo
pm

en
t 

o
f 

th
at

 
re

gi
on

, 
es

pe
ci

al
ly

 
th

e 
in

du
st

ri
al

 
de

ve
lo

pm
en

t 
an

d 

de
ve

lo
pm

en
t 

in
 t

er
m

s 
o

f 
to

u
ri

st
 a

ct
iv

it
y.

 
T

h
e 

ho
te

l 
in

du
st

ry
 h

as
 g

ai
ne

d 
im

po
rt

an
ce

 

in 
K

er
al

a 
on

ly
 r

ec
en

tl
y.

 
M

os
t 

o
f 

th
e 

ho
te

ls
 i

n 
K

er
al

a 
w

er
e 

es
ta

bl
is

he
d 

in
 t

h
e 

p
o

st
 

ei
gh

ty
 p

er
io

d,
 e

sp
ec

ia
ll

y 
af

te
r 

19
86

. 
T

h
e 

d
at

a 
re

la
ti

ng
 t

o
 t

h
e 

av
ai

la
bi

li
ty

 o
f 

th
e 

nu
m

be
r 

o
f 

ho
te

ls
, 

nu
m

be
r 

o
f 

ro
om

s 
an

d 
be

ds
 p

ri
or

 t
o

 t
hi

s 
pe

ri
od

 w
er

e 
no

t 
av

ai
la

bl
e 

ev
en

 w
ith

 t
he

 D
ep

ar
tm

en
t 

o
f 

T
ou

ri
sm

, 
G

ov
er

nm
en

t 
o

f 
K

er
al

a.
 

H
en

ce
 

an
 

at
te

m
pt

 
is

 
m

ad
e 

he
re

 
to

 
st

ud
y 

th
e 

tr
en

ds
 

in
 

th
e 

ho
te

l 
in

du
st

ry
 a

ft
er

 
19

85
. 

Th
e 

da
ta

 u
se

d 
he

re
 a

re
 

co
m

pi
le

d 
fr

om
 

th
e 

va
ri

ou
s 

ho
te

l 
gu

id
es

 
pu

bl
is

he
d 

by
 

th
e 

F
ed

er
at

io
n 

o
f 

H
ot

el
 

an
d 

R
es

ta
ur

an
t 

A
ss

oc
ia

ti
on

 o
f 

In
di

a 
(F

H
R

A
I)

, 
va

ri
ou

s 



90 

publications of the Department of Tourism Government of Kerala, "Hotels in 

Kerala", published by the Tourist Desk, Kochi and the results of the primary 

survey. 

In Kerala, during the decade from 1985 to 1994, there were five star hotels, 

four star hotels (only for few years), three star hotels, two star hotels, one star 

hotels and hotels awaiting classification in the approved sector, besides some 

unapproved hotels. They were spread over at the eleven centres of tourism, 

recognised by the D. O. T, Government of Kerala. Foreign tourists prefer to stay at 

classified hotels of three star and higher categories. Among the domestic tourists, 

the preference is for approved hotels of two star and lower categories, though a 

minority goes for three star or higher categories of hotels. A few domestic 

tourists stay at unapproved hotels also, which are neat and clean. 

The growth of the hotel industry, both quantitatively and qualitatively, is a 

sine qua non for the growth of the tourism industry. The structural growth of the 

hotel industry in Kerala is exposed in this chapter by : 

analysing the aggregate growth of the hotel industry in terms of the number 

of hotels, rooms and beds 

analysing the group-wise growth of the industry in Kerala in terms of : 

a. the number of hotels in HI. H2,H3and H4 types 

b the number of rooms in RI, R2, R3 and R4 types 

c the number of beds in B I, B2,B3 and B4 types 

centre-wise analysis of the growth trends to know whether the growth was 

in the appropriate group at the appropriate centres 



estimating group-wise room demand at the various centres to bring out the 

shortage/excess of the hotel rooms 

identifying the significant centres 

use of 'J3' and '11' scores to bring out the significant changes in the spatial 

structure of the industry 

use of "Herfindal Index" to indicate the degree of variation of concentration 

in each group of hotel rooms 

use of "Entropy Index" to measure the degree of uncertainty of centres in 

attracting and retaining the customers. 

4.1 Aggregate Growth of the Hotel Industry in Kerala 

The aggregate growth of the hotel industry in Kerala in terms of the number 

of hotels, and the number of rooms set aside to let and the available beds during 

the decade 1985-'94 is analysed below with the help of time series data obtained 

from both primary and secondary sources. Table 4.1 below depicts the data 

available on the three variables and figure 4.1 illustrates the growth of the hotel 

industry in Kerala and reveals the differential pattern of growth in terms of all the 

three variables. 

The total number of hotels in Kerala, their room capacity and bed capacity 

from 1985 to 1994 can be seen from Table 4.1. It also shows the percentage 

change over the previous year and the indices of these three variables along with 

the bed to room ratio (ie. the total number of beds in a year divided by the total 

number of rooms in that year), mean-firm size in terms of rooms (i. e. the to' 

number of rooms in the state in a year divided by the total number of hotels i' 
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state in that year), mean-firm size in terms of beds (ie. the total number of beds in 

the state in a year divided by the total number of hotels in the state in that year) 

and mean centre size in terms of rooms (i.e the total number of rooms in the state 

in a year divided by the eleven tourist centres). 

It can be observed from Table 4.1 that the total number of hotels, rooms 

and beds had increased in all the years except in 1992. The number of hotels had 

increased from 127 to 224, rooms from 4654 to 8521 and beds from 8833 to 

16315, during 1985 to 1994. The percentage changes' over the previous year were 

positive in all the years except in 1992, in all the three variables. The highest 

change in the number of hotels was 18.11 per cent in 1986, in the number of rooms 

18.96 per cent in 1987 and in the number of beds 17.40 per cent in 1986. In all 

the three variables, the changes were 10 per cent and above from 1986 to 1988. 

From 1989 to 1993 it was below 10 per cent. But in 1994, the changes were 8.74 

per cent, 11.02 per cent and 10.29 per cent in hotels, rooms and beds respectively. 

The indices grew from 100 in 1985 to 176.38,183.09 and 184.70 in 1994 in 

the number of hotels, rooms and beds respectively. This indicates that the highest 

growth was in bed capacity and the lowest in the number of hotels during the 

decade 1985 to 1994 

The bed to room ratio ranged between 1. 87 (1988) and 1. 93 (1993) during 

the period under study Similarly, the mean-firm size in respect of rooms ranged 

between 35 93 (1986 )and 38 04 (1994) and in respect of bed capacity, it ranged 

between 67.73 (1988) and 72.83 (1994) during the decade. 

The mean centre size in terms of rooms was the minimum at 423.09 (1985) 

and, the maximum at 774.64 (1994). It had increased steadily over the years except 

in 1992, when there was a decline from 71318 (1991) to 696.73 (1992). 
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4.1.1. Estimation of Linear Trends for Hotels, Rooms, and Beds 

Tourism was declared an industry in Kerala in 1986. Substantial 

developments have taken place in the areas of tourist accommodation since then. 

The growth of the hotel industry in the temporal context is studied by estimating 

the linear trends for the three variables namely, number of hotels, room capacity 

and bed capacity. The comparative growth in these variables is revealed in Table 

42, where the growth of the hotel industry in the eleven tourist centres in Kerala 

is studied by regressing, the number of hotels, room' and bed capacity on time. 

The equations were fitted by taking into consideration the auto correlated 

residuals. 

TABLE 4.2 

LINEAR GROWTH TRENDS OF HOTELS, ROOMS AND BEDS 

Variables Linear Equations Rho t r2 

Number of Hotels H = 138.79+10.34 t 0.76 3.76 0.669 

(17.55) (2.75) 

Number of Rooms R=5057.90+408.03t 0.71 4.52 0.745 

(553.04) (90.32) 

Number of Beds B=9559. 91 +793. 92t 0.71 5.09 0.787 

(956.51) (156.06) 

Figures in parenthesis indicate the standard error of a and p. 

It is discernible from Table 4.2 that, H, Rand B are dependent variables and 

't' is the independent variable which represents the time period. The intercept and 

the slope are seen to be the highest in the case of the third variable. "t' and r2 are 

also the highest in it. 't' is significant at 5 per cent level. Both the intercept and 

slope are found the lowest in the case of the first variable. "t' and r2 are also the 

highest in the case of the first variable. This indicates that growth was the highest 

in the bed capacity and the lowest in the number of hotels. 
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The foregoing discussions on the growth of the three variables of the hotel 

industry reveal that: 

The growth of the indices of the three variables and estimation of the linear 

trends show that the growth was the highest in the third variable, i.e. the 

bed capacity, and the lowest in the first variable, i.e. the number of hotels. 

The highest growth in the bed capacity indicates that the existing hoteliers 

expand their old units by adding more multi-bedded rooms and new entrants 

in the field build comparatively larger units with multi bedded rooms. 

A steady increase in the mean centre size in terms of the room capacity over 

the years indicates the increasing demand for hotel rooms at various 

centres. 

42. The Growth of the Four Groups of Hotels in Kerala 

The preferences of the foreign and domestic tourists for their stay in a 

particular category of hotel differ based on economic and other related 

considerations Accordingly hotels in Kerala are grouped into four. The growth in 

these four groups is studied based on the growth in the number of hotels, room 

capacity and bed capacity in each of the four groups. Group-wise analysis of the 

growth of the hotel industry will help us to know whether the growth was in the 

appropnate group required by the tourists, especially the foreign tourists. 

4 2 1 Group-wise Growth of the Hotel Industry in Kerala Based on 
the Number of Hotels. 

An attempt is made to study the group-wise growth of the hotel industry in 

Kerala, based on the number of hotels in H 1,H2,H3 and H4 groups by means of time 

series data shown in Table 4.3, graphical representations in Figures 4.2, 4.3, 4.4 

and 4.5 and estimating the linear growth trends for the number of hotels in HI, H2 
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H3 and H4 groups. The abbreviations HI, H2 H3 and H4 represent hotels in the 

first, second, third and fourth group respectively. 

The number of HI hotels had increased from 7 in 1985 to 11 in 1994 

(Table 4 3). The percentage change over the previous year was the highest in 

1989 (37.5) and the lowest in 1988 (-11.11). The index grew from 100 in 1985 to 

157.14 in 1989 and remained unchanged till '94 excepting '92 when the index fell 

to 142.86. The proportion of the HI hotels to the total number of hotels in the 

state was the lowest in 1988 (4.10 per cent) and the highest in 1986 (6 per cent). 

Fig. 42 illustrates the growth pattern of the HI hotels. 

During the decade 1985 to 1994 , there was a steady growth in the H2 

hotels except in 1987 There were 14 such hotels in 1985 which became 37 in 

1994 (Table 4.3). The percentage change over the previous year was the highest 

in 1991 (30.43) and the lowest in 1987 (-17.65). The index grew steadily from 

lOO in 1985 to 264.29 in 1994 except in 1987. The index fell from 121.43 in 1986 

to 100 in 1987. The proportion of the H 2 hotels to total hotels was the lowest in 

1987 (796 per cent) and the highest in 1993 (17.48 per cent). The proportion 

of the H2 hotels to total hotels was more than the proportion of the HI hotels to 

total hotels. The index also grew higher in the H2 hotels than the HI hotels 

during the decade. The growth pattern of the H2 hotels is graphically illustrated 

in Fig. 4.3 

The number of H3 hotels increased from 14 in 1985 to 32 in 1994 (Table 

43). There were oscillations in the growth in between. Figure 4.4 depicts the 

graphical representation of the growth pattern of the H3 hotels. The percentage 

change over the previous year was the highest in 1994 (52.38) and the lowest in 

1991 (-13.04) The index grew from 100 in 1985 to 228.57 in 1994 with 
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oscillations in between. The proportion of the H3 hotels to total hotels in the state 

was the lowest in 1986 (933 per cent) and the highest in 1994 (14.29 per cent). 

This proportion was more than the proportion of the H2 hotels to total hotels in 

1987 (ie 11.93 against 7 96), 1988 (i.e. 13.33 against 8.72) and 1989 (i.e. 11.65 

against 9.22). During the rest of the period the proportions were either equal to 

or less than the proportions of the H2 hotels. 

It can be further seen from Table 4.3 that the number of H4 hotels had 

increased steadily from 92 in 1985 to 155 in 1990 followed by a steady decline 

during 1991 to 1993 i.e. from 153 to 138 and then increased to 144 in 1994. An 

illustration of the growth pattern of the H4 type hotels is shown in Fig. 4.5. The 

percentage change over the previous year was the highest in 1987 (20) and the 

lowest in 1992 (-850). The index increased from 100 in 1985 to 156.52 in 1994. 

The proportion of the H4 hotels to total number of hotels in the state was the 

lowest in 1994 (64.29 per cent) and the highest in 1987 (75 per cent). This 

proportion was above 64 per cent throughout the decade which indicates the 

relative prominence of the H4 hotels among the other hotels. 

4.2.2 Estimation of Linear Trends for Hotels. 

Linear trends have been estimated to study the growth of the four groups of 

hotels by regressing the number of the four groups of hotels on time. The 

equations were fitted taking into consideration the auto correlated residuals. 

The intercept, and the slope coefficient are the highest in H4 hotels and the 

lowest for HI hotels which indicate the highest growth in the former and the 

lowest in the latter. The slope coefficient is the second highest in the H2 and 3rd 

in the H3 types. Growth is indicated in the same order. Slope coefficients are 

significant at 005 level of significance (Table 4.4). 
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TABLE 4.4-

LINEAR GROWTH TRENDS IN HI' H2',H3 & H .. HOTELS 

Variables Linear Equations Rho t r2 

No_ of hotels in Group I HI = 8.036+0.417 t -0.075 4.162 0.712 
(0.533) (0.100) 

No.of hotels in Group 11 H2 = 11.986+2.770 t 
0.545 5.760 0.826 

(2.751) (0.481) 

No of hotels in Group III H3 = 15.588+1.363 t 0.325 2.236 0.417 
(3.348) (0.610) 

No of hotels in Group IV H4 = 103.572+5.49~ t 0.788 2.033 0.371 
(17.672) (2.704) 

Note: Figures in parenthesis indicate the standard error of the intercept and the 

slope coefficient. 

The category status of a hotel awarded by the Department of Tourism, is 

not permanent. A change in the quality and quantum of facilities and services in a 

hotel in either direction will decide its future status. As a result of this, slight 

changes in the number of hotels in the different groups may be found without 

affecting the total number of hotels in the state. 

The foregoing analysis revealed that during 1985-94 though the index grew 

the highest in the second group, the linear trends estimated by regressing the four 

groups of hotels on time, in terms of the number of hotels, showed that, there was 

consistent growth in the fourth group; the growth was the highest in that group 

and the lowest in the first group. 

4 2 3 Group-wise Growth of the Hotel Industry in Kerala Based on the Room 
Capacity (if the Four Groups 

An attempt is made to study the growth of the hotel industry in Kerala 

during 1985-1994 in terms of the room -capacity The number of rooms of each 

group in absolute figures, percentage change over the previous year, indices, 
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proportion of the room capacity of each group to total room capacity of the state, 

mean-firm size (based on rooms·) and estimation of linear trends by regressing the 

room capacity of the four groups on time are used for the analysis. The growth in 

the room capacity of the four groups is graphically represented in Figures 4.6,4.7, 

4.8 and 4 9 respectively for RI, R2, R3 and R4 types of rooms. The abbreviations 

RI, R2, R3 and R4 represent the respective rooms in the first, second, third and 

fourth group of hotels. 

The growth of RI, R2, R3 and R4 type of room capacity during 1985 to 

1994 is shown in Table 4.5. It can be seen from Table 4.5 that the number of RI 

type rooms increased from 357 to 804 during 1985-'94. The percentage change 

over the previous year was the highest in 1989 (35.43) and the lowest in 1988 (-

5.54). The index grew from 100 in 1985 to 225.21 in 1994 with oscillations in 

between. The proportion of RI type rooms to total room capacity in the state was 

the lowest in 1988 (6.99 per cent) and the highest in 1994 (9.44 per cent). The 

mean-firm size (based on rooms) increased from 51 in 1985 to 73.09 in 1994 with 

oscillations in between. 

The R2 type of rooms increased from 599 in 1985 to 1501 in 1994. The 

percentage change over the previous year was the highest in 1991 (41.32) and the 

lowest in 1987 (-20.30). The index grew steadily from 100 in 1985 to 250.58 in 

1994, except a decline in 1987 (96.33). The proportion ofR2 rooms to total room 

capacity of the state ranged between 9 percent (1987) and 19.19 percent (1993). 

This indirates that the proportion of R2 rooms was more than that of RI rooms. 

The percentage change over the previous year was also higher in this type of 

rooms than the R I type of rooms. But the mean-firm size (based on rooms) 

• Mean firm size (based on rooms) = Total number of rooms in a particular group in a 
year divided by the number of hotel of that group in that year. 
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ranged between 37.57 (1990) and 42.79 (1985). This was less than the RI type of 

rooms which ranged between 51 and 73.09 (Table 4.5). 

The number of rooms of the R3 type increased from 577 in 1985 to 1306 in 

1994 (Table 4.5). The percentage change over the previous year was the highest in 

1987 (66.25) and the lowest in 1991 (-19.95). The index grew from 100 in 1985 to 

226.34 in 1994 with oscillations in between. The proportion of the R 3 type rooms 

to total room capacity of the state ranged between 10.45 percent (1986) and 16.87 

per cent (1988). This range was less than that of the R2 rooms. Similarly the 

mean-firm size (based on rooms) ranged between 40.21 (1986) and 49.48 (1990). 

This range was more than that of the R2 type but less than that of the RI type. 

The number of ~ rooms increased from 3121 in 1985 to 4910 in 1994 

(Table 4.5) The percentage change over the previous year was the highest in 

1987 (2088) and the lowest in 1992 (-7.31). The index grew steadily from 100 in 

1985 to 162.67 in 1990. During 1991 to 1993 the index declined from 162.61 to 

146.78 and subsequently increased to 157.32 in 1994. The proportion of the ~ 

type of rooms to total room capacity of the state ranged between 57.62 per cent 

(1994) and 68.24 per cent (1987). A consistent decline in the proportion from 

68.24 per cent (1987) to 57.62 per cent in 1994 can be noticed. The increase in 

the proportion of the R I type of rooms to total room capacity from 8.48 per cent 

in 1991 to 9.44 per cent in 1994, while the proportion of the R4 type of rooms to 

total room capacity in the state decreases indicates a favourable growth of RI 

hotel rooms to suit the class tourists. The mean-firm size (based on rooms) ranged 

between 32.07 (1989) and 34.10 (1994) in the R4 type of rooms and this range 

was the lowest among the four groups. The mean-firm size of the total room 

capacity of the state ranged between 35.93 (1986) and 38.04 (1994). 
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4.2.4 Estimation of Linear Growth Trends for Rooms. 

Linear trends have been estimated to study the growth of the hotel industry 

by regressing the room capacity of the four groups of hotels on time. The 

equations were fitted taking into consideration the auto correlated residuals. 

TABLE 4.6 

LINEAR GROWTH TRENDS IN THE Rh R2t RJ AND R. TYPES OF ROOMS 

Variables Linear Equations Rho t r2 

No. of Rooms - Group I RI = 419.73+41.03 t -0.080 7.441 0.888 

(29.31) (5.51) 

No. of Rooms - Group 11 R2 = 502.869+109.475 t 0.519 4.932 0.777 

(126.175) (22.199) 

No. of Rooms - Group III R3 = 674.441+61.549 t 0.501 1.829 0.323 

(190.351) (38.643) 

No. of Rooms - Group IV R4 = 3484.23+187.026 t 0.740 2.408 0.453 

(485.772) (77.669) 

Figures in parenthesis show the Standard Error of a and 13. 

It can be seen from Table 4.6 that the intercept, and the slope are the 

highest in the case of R4 rooms i.e. Group ry indicating the highest growth there 

in. The next highest is in the R2 type (Group 11) rooms, as the slope is the second 

highest in that type. The R3 type (Group Ill) has the third and the RI type (Group 

I) has the lowest position in growth. The slope and the intercept are the lowest in 

the RI type and the Rho is negative. The slope coefficients are significant at 0.05 

level of significance. 

The foregoing analysis shows that though there was growth in all the four 

groups of hotels in terms of rooms, and the index grew the highest in the second 
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group, the linear trends estimated, regressmg the room capacities of the four 

groups of hotels on time, indicate the highest growth in the R4 type and the 

lowest in the RI type. This is because there was consistent growth only in the 

fourth group. 

4.2.5 Growth of the Hotel Industry in Kerala - Based on the Bed Capacity of 
the Four Groups of Hotels. 

In the attempt to study the growth of the hotel industry in Kerala in terms 

of the bed capacity during 1985-1994, the same p~rameters used in the analysis 

based on the room capacity are used. Instead of the number of rooms, the number 

of beds in absolute figures are taken. Similarly the mean-firm size is calculated 

based on the number of beds. The abbreviations B 1 B2 B3 and B4 represent bed , , , 

capacity in the first, second, third and fourth group respectively. The growth in 

the bed capacity of the four groups is graphically represented in Figures 4.10, 

411,4.12 and 4.13 respectively 

The B 1 type of beds increased from 777 in 1985 to 1773 in 1994 (Table 

4.7). The percentage change over the previous year was the highest in 1989 

(41.52) and the lowest in 1988 (-10.58). The index grew steadily from 100 in 

1985 to 228.19 in 1994, excepting a decline from 143.50 in 1987 to 128.31 in 

1988. The proportion of the B 1 type of beds to total bed capacity of the state 

ranged between 8.80 per cent (1985) and 10.87 per cent (1994). The mean-firm 

size (based on bed capacity) ranged between 11 1 (1985) and 161. 18 (1994). 

During 1985 to 1994, the B2 type of beds increased in absolute figures from 

1111 to 2837. The percentage change over the previous year was the highest in 

1991 (42.20) and the lowest in 1987 (-21.15). The index grew from 100 in 1985 

to 255.36 in 1994. This was more than in the B I type. The proportion of the B2 

type bed capacity to total bed capacity ranged between 8.79 per cent (1987) and 
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1904 per cent (1993). The mean firm size ranged between 69.43 (1990) and 

7936 (1985) (Table 4.7). 

In the third group the bed capacity increased from 1029 to 2568 during 

1985-'94 and the percentage change over the previous year was the highest in 

1987 (6794) and the lowest in 1991 (-22.74). The index grew from 100 in 1985 

to 249.56 in 1994 (Table 4.7). The proportion of this type to total bed capacity in 

the state ranged between 9.59 per cent (1986) and 16.81 per cent (1988). The 

mean-firm size ranged between 71.07 (1986) and 91.78 (1990). 

The increase in the bed capacity of the fourth group was from 5916 to 9137 

during 1985 to 1994 (Table 4.7) The percentage change over the previous year 

was the highest in 1986 (18.48) and the lowest in 1992 (-7.53). The index grew 

steadily from 100 in 1985 to 163 42 in 1991 and subsequently declined to 147.33 

in 1993 But in 1994, it became 154.45. The proportion of the bed capacity in the 

fourth group to the total bed capacity of the state ranged between 56 (1994) and 

6807 (1987). The mean-firm size ranged between 59.85 (1989) and 64.30 (1985). 

The total bed capacity in the state increased from 8833 to 16315 during the 

decade with the highest percentage change in 1986 (17.40) and the lowest in 1992 

(-2.24) The index grew from 100 in 1985 to 184.70 in 1994. The mean-firm size 

ranged between 67.73 (1988) and 72.83 (1994) (Table 4.7). 

426 Estimation of Linear Growth Trends for Beds 

Linear growth trends have been estimated by regressing the bed capacity of 

the four groups of hotels on time. The equations were fitted by taking the auto 

correlated residuals 
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TABLE 4.8 

LINEAR GROWTH TRENDS - Bt. B2 • BJ AND B4 TYPES OF BEDS 

Variables Linear Equations Rho t r2 

Bed Capacity - Group I 8} = 872.8644+97.649 t -0.228 9.8 0.932 

(52626) (9 964) 

Bed Capacity - Group 1I 82 = 922.152+209.919 t 0.564 4.516 0.744 

(267.442) (46.488) 

Bed Capacity - Group III B3 = 1199.109+124.239 t 0.45 1.860 0.331 

(373.886) (66.795) 

Bed Capacity - Group IV B4 = 6619.671+339.271 t 0.743 2.397 0.451 

(887.589) (141.541) 

Note. Figures in parenthesis indicate the standard Error of a and p. 

The growth is the highest in the B4 type of beds as the slope coefficient and 

intercept are the highest in this type (Table 4.8). The slope coefficient is the 

second highest in B2 type and the third in the B3 type. The lowest growth is 

noticed in the 81 type as the slope coefficient, and the intercept are the lowest and 

the Rho is negative The slope coefficients are significant at 0.05 level of 

sIgnificance 

The foregoing analysis shows that the index grew the highest in the third 

group The proportion of bed capacity of the respective type to the total bed 

capacity of the state was the highest in the 84 type. The mean-firm size (based on 

bed capacity) was the highest in the first group followed by third group and the 

lowest in the fourth type. The linear trends estimated by regressing the four 

groups of beds on time reveal that growth was the highest in the fourth group and 

the lowest in the first group. 
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Conclusion 

On analysing the aggregate growth of the hotel industry, in terms of the 

number of hotels, rooms and bed capacity, it is seen that the growth was the 

highest in the number of hotels till 1989. After that period the growth was the 

highest in bed capacity. This indicates: 

The preference of hoteliers to provide multi-bedded rooms. 

The tendency to add more rooms to the existing hotels and the entry of 

entrepreneurs who establish larger units with comparatively more rooms. 

This necessitates huge amounts to build modern hotels. 

The analysis conducted in respect of the relative growth of the four groups 

of hotels taking the different categories of hotels i.e. HI, H2, H3 and H4 showed 

negative changes also The negative changes in the number of H I hotels were due 

to the change in the category status and that of H2, due to the loss of the star 

status of one hotel and closure of two hotels. Regarding the H3 hotels the 

negative changes were due to the award of approval and classification to them. 

The negative changes in the H4 hotels were due to the up-gradation of two hotels 

in 1991, two hotels in 1992 along with the closure of eight hotels in that year and 

the up-gradation of two hotels in 1993. The linear trends estimated by regressing 

the number of hotels of the four groups on time indicate that the highest growth 

was in the H4 type and the lowest in the H I type. 

The analysis made in respect of room capacity of the four groups of hotels 

shows negative changes. The negative changes in RI in 1988 were due to the 

decrease in the number of hotels of that type and in 1990, it was due to conversion 

of rooms to multi-bedded suites. The number of rooms of the R2 type was 
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reduced in 1987 due to the decrease in the number of hotels of this type, as 

explained earlier. The decrease in the number of R3 rooms without fall in the 

number of hotels in 1986 was due to the pattern of conversion of two single rooms 

into double rooms. The reduction in 1989 and 1991 was due to the decrease in the 

number of hotels of the R3 type and that of 1992 even when the number of this 

type of hotels stood increased was due to : 

provision of suites/double rooms by demolishing existing rooms 

conversion of old type rooms into restructured modern airy and spacious 

rooms and 

earmarking of rooms for the hotel staff for their accommodation free of 

cost. 

The decrease in the number of hotels had resulted in the reduction of rooms 

of R4 type in 1992 and 1993. 

The linear trends estimated by regressing the number of rooms of the four 

groups on time also indicate that the highest growth was in the R4 type and the 

lowest in the R) type 

The analysis made in respect of the bed capacity also shows some negative 

changes The decrease in the Bland B2 type of beds was due to the decrease in 

HI and H2 hotels in the years 1988 and 1989 respectively. The decrease in the 

number of beds ofB3 type in 1986, '89, '91 and '92 was the result of the decrease 

in the number of rooms in the respective years. The decrease in the B4 type of 

beds in 1993 and 1994 was due to the decrease in the number of rooms in those 

years The linear trends estimated by regressing bed capacity of the four groups 
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on time show that growth was the highest in the B4 type and the lowest in the B I 

type 

The growth of the hotel industry in Kerala as disclosed by the group-wise 

analysis in terms of number of the hotels, the number of rooms and the bed 

capacity indicate that the growth was the highest in the fourth group and the 

lowest in the first group. The increasing demands of the foreign and domestic 

tourists warrant growth in the first group. The group in which the highest 

growth is found, i.e. the fourth group is not demanded by the tourists as they do 

not otTer even the minimum standards. This will force the growing number of 

tourists to stay at the available rooms in the R4 type which in turn will lead to 

dissatisfaction and discontent. Their unhappy experience in the stay and sojourn 

will reflect adversely on our future tourist arrivals. Hence it is highly important 

that hotels of the standard expected by the tourists are provided at the right places. 

4 3 The Centre-wise Analysis of Growth Trends of the Hotel Industry in 
Kerala 

Kerala is a long strip of enchanting land which lies between the high 

Western Ghats in the East and the vast Arabian sea in the West. It is a land of 

rivers and backwaters. It has all the tourist attractions like hill resorts, canals, 

waterways, historical and archeological institutions and above all a congenial and 

hospitable weather. The Department of Tourism, Government of Kerala has 

recognised eleven places as major tourist centres of Kerala. The centre-wise 

growth of the hotel industry in Kerala is analysed in the following section to know 

whether the growth of the hotel industry has taken place at the appropriate 

centres. The following are the eleven centres about which the growth of the hotel 

industry during 1985 to 1994 is analysed in terms of the number of hotels, rooms 

and bed capacity (centre-wise) in Tables 4.9 to 4.19. 
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43 I Thiruvananthapuram 

Thiruvananthapuram, the capital city of Kerala, is the conglomeration of the 

words, Tiru-ananta-puram, the city of the divine Serpent Ananta. The Sree 

Padmanabhaswamy Temple of Lord Vishnu depicted as reclining on the Serpent 

Ananta is a landmark of the city. Many important cultural institutions, educational 

institutions and libraries are located here. The group-wise growth of the number 

of hotels, rooms and beds in Thiruvananthapuram is given in Table 4.9. The 

growth of hotel rooms and beds there is graphically represented in figures 4.14 and 

4.15 respectively. 

It is discernible from Table 4.9 that the indices grew the highest in the third 

group in all the three variables i.e. from 100 to 300 in the number of hotels, from 

100 to 297 in the room capacity and from 100 to 279.07 in the bed capacity. The 

index grew the lowest in the second group in respect of the number of hotels - it 

remained unchanged at 100 during 1985 to 1994 except a decline during 1988-

1991 The indices of the room and bed capacity grew the lowest in the fourth 

group 

4.3.2 Kova/am 

Kovalam is an international beach resort, sixteen kilometres away from 

Thiruvananthapuram. Facilities at the resort include boating, swimming, yoga and 

water-sports. Table 4. 10 indicates the growth of different types of hotels, and 

their room and bed capacity during 1985- '94. in Kovalam and Figures 4.16 and 

417 show the graphical representations of growth in terms of room and bed 

capacity respectively. 
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Throughout the decade there was only one hotel in the first group; its room 

capacity increased from 128 to 189 and the bed capacity from 320 to 492 with 

Increase in the indices from 100 to 147.66 and from 100 to 153.75 respectively 

(Table 410). There were no hotels in the second group until 1988. During 1989 

10 1994 it increased from one to three with increase in the room capacity from 40 

1090 and bed capacity from 80 to 178. In the third group, the number of hotels 

increased from one to three, rooms from 40 to 78 and beds from 80 to 154, with 

growth of indices from 100 to 300, from 100 to 195 and from 100 to 192.5 

respectively, during the decade. There was a decline in all the variables under the 

fourth group The decline in indices was from 100 to 50, from 100 to 69.84 and 

from 100 to 70.69 for hotels, rooms and beds respectively. The indices grew the 

highest in the bed capacity from 100 to 175.58 and the lowest in the number of 

hotels (from 100 to 150) when all the four groups were taken together. 

4.3.3 Koch; 

Kochi is famous for its natural harbour. It is called the Queen of the 

Arabian Sea. The Dutch Palace at Mattancheri, the St. Francis Church and the 

Jewish Synagogue are some of the major tourist attractions here. Kochi is the 

Gateway of Kerala. The group-wise growth of hotels, rooms and beds in Kochi is 

given in Table 4.11. Figures 4.18 and 4.19 graphically depict the growth of hotel 

rooms and beds in Kochi. 

There was growth in all the three variables, i.e. number of hotels, rooms 

and beds in all the four groups of hotels in Kochi (Table 4.11). Taking the total 

of the three variables and comparing the growth in their indices, it can be seen that 

Ihe growth was the highest in the bed capacity i.e. from 100 to 298.92 and the 

lowest in the number of hotels, i.e. from 100 to 276, during the decade. The 
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indices of the number of hotels, in the four groups, grew the highest in the fourth 

group, i e from 100 to 300 and the lowest in the first group, i. e. 100 to 200. 

Regarding the number of rooms, the highest growth was in the first group, i.e. 

from 100 to 352.68 and the lowest was in the second group, i.e. from 100 to 

211 74. In the case of the third variable also the indices grew the highest in the 

first group, i.e. from 100 to 395.65 and the lowest in the second group i.e. from 

100 to 212.69. 

0.4 Thekkadi 

The Periyar Wild Life Sanctuary is famous here. A cruise in the Periyar 

Lake is credited with a chance to look at the animals at close quarters. The group

wise growth of hotels, rooms and beds in Thekkadi is shown in Table 4.12. The 

graphical representations of growth of hotel rooms and beds in Thekkadi are given 

in Figures 4.20 and 4.21 respectively. There were no hotels of the first group 

through..out the period under study and no hotels in the second group until 1989. 

During 1990 to 1994 the number of hotels in the second group increased from 2 to 

3 with increase in their rooms from 30 to 115 and beds from 60 to 233. This was 

done by converting unapproved hotels in the third group. Hence there were no 

hotels in the third group during 1990-1994. In the fourth group the number of 

hotels, rooms and beds increased from 1 to 5, from 29 to 97 and from 90 to 184 

respectively The indices of the total of the three variables grew the highest in 

rooms i.e. from 100 to 359.32 and the lowest in the number of hotels i.e. from 100 

to 266.67 

4.3.5 Kollam 

Kollam is a historic town which stands on the shore of the Ashtamudi Lake. 

It IS the centre of cashew industry. The light house at Thangasseri, the 
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Thirumullavaram beach and the model park· at Kochupilamoodu beach are the 

places of interest there. Table 4.13 indicates the growth of the number of hotels, 

rooms and beds in Kollam under various groups. Figures 4.22 and 4.23 show the 

graphical representations of the growth of rooms and beds at Kollam. There were 

no hotels in the first group. In the second group, there was no growth in the 

number of hotels or rooms but a decline in the bed capacity from 187 in 1985 to 

167 in 1994 was found. Hotels in the third group began in 1987 and a decline is 

found in all the three variables. There were hotels in the fourth group throughout 

the decade but, there also a decline in all the three variables is found. The decline 

in the index was the highest in rooms and the lowest in the number of hotels. 

43.6 Alappuzha 

Alappuzha is an industrial town. It is the centre for backwater cruises in 

Kerala This town has been known as the 'Venice of the East'. A major tourist 

attraction here is the "Nehru Trophy Boat Race" organised on the Second Saturday 

of August every year. Pathiramanal, a tiny island in the Vembanad Lake in 

Alappuzha will soon become a top class resort in the tourist map of Kerala and 

India Table 4.14 gives the growth in the three variables under the four groups 

and the Figures 4.24 and 4.25 give the graphical representations of the growth in 

rooms and beds respectively in Alappuzha. There was only one hotel in the first 

group during 1985-87 with 30 rooms and 66 beds. This was included in the 

second group in 1988 with 36 rooms and 76 beds en re-classification by the 

Department of Tourism, Since 1993 the rooms and beds in this group have 

become 30 and 62 respectively. There was no hotel in the third group. During 

1985- '94 the number of hotels in the fourth group grew from 3 to 10, rooms from 

148 to 389 and beds frem 213 to 727. Respective indices grew to 333.33, 262.84 

and 341.31 from 100 in the base year 1985. 
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Figure 4.24 Growth of Hotel Rooms in Alapuzha (Group-wise). 
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Figure 4.25 Growth of Hotel Beds in Alapuzha (Group-wise). 
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437 Kottayam 

Kottayam is a beautiful town and a commercial centre, especially for rubber, 

tea, pepper and cardamom. A drive from Periyar Wild life Sanctuary to Kottayam 

is a thrilling experience. Kumarakam Bird Sanctuary is situated 12 kilometres 

west of Kottayam on the eastern banks of the Vembanad lake. Table 4.15 

indicates the growth in all the three variables i.e., the number of hotels, rooms and 

beds during the decade under study and Figures 4.26 and 4.27 give the graphical 

representations of the growth of rooms and beds respectively in Kottayam. It can 

be learnt from the Table that though hotels were available in all the groups except 

the first-one, the indices indicate that growth was there only in the second group in 

all the three variables. 

4 3 8 Thrissur 

The name Thrissur is the shortened form of 'Thrissivapenu·. meaning the 

"town with the name of Lord Siva". The town is built around an elevated ground 

at the centre of which is the Vadakkunathan (Siva) temple, the site of the famous 

Thrissur Pooram Festival. Table 4.16 displays the growth in the variables, namely 

the number of hotels, rooms and beds in Thrissur during the decade 1985-1994. 

The graphical representations of the growth of rooms and bed capacity are 

depicted by Figures 4.28 and 4.29. It is discernible from Table 4.16 that the only 

one hotel in the second group (1985-87) lost its status symbol between 1988 and 

1990 and regained it in 1991. From 1991 onwards there were two hotels in the 

second group with rooms ranging from 115 to 117 and beds ranging from 208 to 

237 In the third group the number of hotels remained two during the decade with 

oscillations in-between. The room capacity declined from 61 to 55 and the bed 

capacity from 111 to I 00 In the fourth group though the number of hotels 
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Increased from 9 to 10, there was a decline in the room (234 to 165) and the bed 

capacity (368 to 302) 

~ 39 Gurul'ayoor 

Guruvayoor is one of the most popular pilgrim centres of India. The 

growth in the number of hotels, rooms and beds in Guruvayoor during the decade 

IS given in Table 4.17 The growth in the second and third variable is depicted 

graphically in Figures 4.30 and 4.31. There were no hotels in group one during 

1985·1994 But there were 2 hotels in the H2 type during 1991-'94. There was 

only one hotel in the H3 type from 1985 to 1990 and there were no hotels of this 

type from 1991 to 1994. The number of H4 hotels had increased from 11 (1985) 

to 19 (1994). The room capacity and the bed capacity changed in time with the 

changes in the number of hotels. While the indices of H4 hotels grew from 100 

(1985) to 175 (1994) in the number of hotels and to 129.15 in room capacity, it 

grew to 122.93 in the bed capacity indicating the highest growth in the number of 

hotels and the lowest in the bed capacity. 

4 3 10 Palakkad 

Palakkad is described as the granary of Kerala. The Fort of Tipu Sultan, 

Malampuzha Lake/garden, and Silent Valley are some of the important places of 

attraction here. The growth in the three variables during the decade in Palakkad 

under the four groups is given in Table 4. 18. The graphical representations of the 

rooms and beds are given in Figures 4.32 to 4.33. It can be noticed from the Table) 

the number of HI hotels remained one throughout the decade except in 1985, 

when the same hotel stood classified in the H2 type. There were no H2 hotels in 

Palakkad during the period under study. One H3 hotel was there in 1992 and the 

number increased to 2 in 1994. Though the H4 hotels increased from 12 (1985) to 
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Figure 4.30 Growth of Hotel Rooms in Guruvayoor (Group-wise). 
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J3 (1987) and remained at the same figure till 1991, it declined to 11 in 1992 and 

remained so till 1994. The room capacity of the RI type increased from 18 (1986) 

to 30 (1993 - '94). The room capacity of R4 type reduced from 3 10 (1985) to 276 

(1994) as a result of the decline in the number of hotels. The bed capacity follows 

the change in the rooms. In 1994, the indices in respect of the number of H4 

hotels, its room capacity and bed capacity declined from 100 (1985) to 91.67, 

89 03 and 85.22 respectively. The decrease in the indices was the highest in the 

bed capacity and the lowest in the number of hotels. 

43 11 Kozhikode 

Kozhikode was the capital of the powerful Zamorins. It is an age old 

commercial town. The growth of the hotel industry at Kozhikode in terms of the 

number of hotels, rooms and bed capacity during the decade is indicated in Table 

4.19. Figures 4.34 and 4.35 indicate the growth in rooms and beds graphically 

too. There were no hotels in the HI type, and H2 hotels had increased from 2 

(1985) to 7 (1994). There were 3 hotels in the H3 type in 1987 and increased to 5 

in 1994 Hotels in the H4 type increased from 6 (1985) to 12 (1994). 

The R2 type rooms followed the same pattern of increase as that of the 

number of hotels (Table 4.19). There was considerable change in the number of 

rooms of R 3 type without change in the number of hotels during 1990- '93. 

Moreover when the number of hotels increased from 4 to 5 in 1994, the number of 

rooms decreased from 225 to 179 in the R3 type. In the R4 type the number of 

rooms increased from 726 (1987) to 750 (1988) without increase in the number of 

hotels The number of rooms increased from 695 (1990) to 726 (1991) when the 

number of hotels had reduced from 16 to 15 in the respective years. Similarly 

there was increase in the number of rooms from 558 (1993) to 632 (1994) when 
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the number of hotels were 12 for both the years. The changes in the bed capacity 

of all the types were in accordance with the changes in the room capacity except in 

the third type where the room capacity decreased from 206 (1991) to 199 (1992) 

but the bed capacity increased from 359 to 387. 

Conclusion 

The centre-wise growth of the hotel industry in Kerala shows that Kochi is 

the only centre where there was growth in all the four. groups of hotels in terms of 

the number of hotels, rooms and beds. There were no HI hotels in Thekkadi, 

Kollam, Alappuzha (after 1988), Kottayam, Thrissur, Guruvayoor and Kozhikode. 

There was no growth in HI hotels in Thiruvananthapuram and Palakkad. There 

was growth only in the room and bed capacity of HI hotels in Kovalam. There 

was increase in H4 hotels in all centres except Kollam and Kottayam. From 19911 

H4 type of hotels declined in Kovalam. 

The object of promoting tourism in Kerala is to earn maximum foreign 

exchange. More than fifty percent of the foreign exchange from tourism is earned 

by hotels. We can maximize our earnings by encouraging the foreign tourists to 

stay for a longer period at different centres of tourism. We should also provide 

accommodation for them in high class hotels so that the earnings can be high, for 

which adequate rooms of those high class hotels are to be made available at 

different centres. The analysis of the growth of the hotel industry in the eleven 

centres of tourism in Kerala showed that there was growth in the number of hotels, 

rooms and bed capacity An attempt is made below, to examine whether adequate 

growth in the right type of accommodation, took place at the various centres. 
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44 Estimation of Hotel Rooms Demanded - Centre-wise 

The hotel room requirements of various centres differ based on the number 

of tourist arrivals, their average period of stay and the average number of guests 

that can be accommodated in one room. 

The following formula can be used to calculate the total number of rooms 

. d1 requIre . 

R = 

Where, 
R = 

T = 

P = 

L = 

N = 

TxPxL 

365 x N 

Room demanded per night at 100 percent 
occupancy. 
Number of tourists 

Percentage staying in hotels 

A verage Length of stay 

Average number of persons per room. 

The average number of persons per room will vary from hotel to hotel as a 

room may be single bedded, double-bedded or even multi-bedded. The room to 

bed rati02 is taken as I: 1.87. 

4.4.1 Estimation of Category-wise Room Requirements 

The total requirements of hotel rooms by foreign and domestic tourists as 

estimated above are apportioned based on the proportions of preferences of 

foreign and domestic tourists (survey data) to each category of hotels. The 

percentage of foreign and domestic tourists who prefer to stay in a particular 

category of hotel, is given in Table 4.20. 



TABLE 4.20 

CATEGORY-WISE PREFERENCES FOR HOTELS BY FOREIGN AND 
DOMESTIC TOURISTS 

(in percentage) 

149 

Category of Hotel Foreign Tourists Domestic Tourists 

5 Star Deluxe 9 -
5 Star 18 2 

4 Star 15 4 

3 Star 28 . 8 

2 Star 14 22 

I Star 4 10 

Non Star 2 54 

Total lOO 100 

Source: Survey data. 

But at the time of the survey, the 5 star deluxe and 4 star hotels were not 

available in Kerala and one star hotels were not available in all centres. Those who 

demanded the 5 star deluxe, 5 star, 4 star and 3 star hotels had to satisfy with the 

supply from the available 5 star and 3 star hotel rooms. In order to compare the 

demand with the actual supply of hotel rooms and to arrive at the shortage/surplus 

if any, in a given centre, the preferences indicated by the tourists as above, are 

further clubbed to form the following three groups and given in Table 4.2l. 

TABLE 4.21 

DEMAND FOR HOTEL ROOMS - GROUP-WISE BY FOREIGN AND 
DOMESTIC TOURISTS. 

(in percenta...l.el. 

Group of Hotel Foreign Domestic 

Tourists Tourists 

Group I (5 Star deluxe, 5 Star. 4 Star and 3 Star hotels) 70 14 

Group II ( 2 Star and One Star) 18 32 

Group III (Non Star) 12 54 

Total 100 100 
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The centre-wise and group-wise, demand and supply of hotel rooms in 

Kerala for the years 1990 to 1993 are given in Tables : 4.22, 4.23, 4.24 and 4.25 

respectively. Table 4.26 gives the consolidated statement of the shortage of hotel 

rooms in the three groups during 1990-1993, at the eleven centres. The total room 

requirements of eleven centres in 1990 were 16289 rooms consisting of 5223 

rooms in the first group, 4474 in the second group and 6592 rooms in the third 

group (Table 6.22). But the supply was 7746 rooms consisting Qf 667 rooms in 

the first-group, 864 rooms in the second group and 6215 rooms in the third group. 

The resultant shortage was 4556 rooms, 3610 rooms and 377 rooms in the 

respective groups totalling 8543 rooms altogether. The maximum shortage was at 

Kochi (2910 rooms) followed by Thiruvananthapuram (2829 rooms) whereas 

excess rooms were found at Kollam (82 rooms) and Kozhikode (22 rooms). There 

was a shortage in RI rooms in all the centres in 1990, with the highest at Kochi 

(\347) followed by Kovalam (1259) and the lowest at Palakkad (50). The 

shortage in R2 rooms was the highest at Thiruvananthapuram (1151) followed by 

Kochi (956). There were excess rooms of this type at Kollam (8). In the third 

group the shortage was found at four centres only. For the remaining seven 

centres excess rooms were found. The shortage was maxImum at 

Thiruvananthapuram (867) followed by Kochi (607) and minimum at Thekkadi 

(31). The excess rooms were maximum at Kozhikode (418) and minimum at 

Kottayam (33). 

During 1991 the total number of rooms demanded in the first group at 

various centres altogether were 5444 against a supply of 668, making a shortage of 

4776; in the second group 4729 rooms against 1221 supplied with a shortage of 

3508 rooms; in the third group 6984 against 5986 supplied with a shortage of 998 

rooms The total demand, supply and shortage were 17157 rooms, 7875 rooms 
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and 9282 rooms respectively (Table 4.23). The··highest and the lowest demand for 

the first group of rooms were at Kochi (1717) and at Kottayam (81) respectively; 

in the second group at Kochi (1380) and at Kollam (98) respectively and in the last 

group at Thiruvananthapuram (2062) and at Kollam (146) respectively. During 

1991 also, there was a shortage of rooms of the first group at all the centres and 

the highest shortage was at Kochi (1394) and the lowest at Palakkad (59). In the 

second group, there was a shortage at all centres except Kollam (where the excess 

was 2) and the highest shortage was at Thiruvananthapuram (1272) and the lowest 

at Kottayam (13). A shortage of the third group of rooms was found at all 

centres, except Kollam (excess 82) Alappuzha (excess 147), Guruvayoor (excess 

187) and Kozhikode (excess 383). The shortage was the highest at 

Thiruvananthapuram (895). 

The total number of rooms demanded in the first group at various centres 

altogether in 1992 were 6241 against a supply of 670, making a shortage of 5571 

rooms, in the second group 5092 against a supply of 1420 making a shortage of 

3672 rooms and in the third group 7411 against a supply of 5574 making a 

shortage of 1837 rooms (Table 4.24). Total demand, supply and shortage were, 

18744 rooms, 7664 rooms and 11080 rooms respectively. The highest demand for 

the first group of rooms was at Kochi (1851) and for the second and third group, 

at Thiruvananthapuram (1452 and 2202 respectively). The lowest demand for the 

first group was at Kottayam (89) and for the second and third group at Kollam 

(\06 and 157 respectively). During 1992, there was a shortage in all the centres in 

all the groups except in the third group at Kollam (64 excess), Alappuzha (157 

excess), Guruvayoor (142 excess) and Kozhikode (263 excess). The shortage in 

the first group was the highest at Kochi (1528) and the lowest at Palakkad (65), in 

the second group the highest at Thiruvananthapuram (1319) and the lowest at 
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Kollam (6) and in the third group the highest' at Thiruvananthapuram (1117). The 

shortage altogether was the highest at Thiruvananthapuram (3719) and the lowest 

at Kozhikode (18). 

It can be learnt from Table 4.25 that the total rooms demanded at various 

centres together during 1993 were: first group 6440, second group 5314, third 

group 7737 and total of the three groups 19491 and the shortage was 5735 rooms, 

3841 rooms, 2240 rooms and 11816 respectively. The highest demand for the first 

group was at Kochi (1893) and the lowest at two centres i.e., Palakkad and 

Kottayam (96 each), for the second group the highest demand was at 

Thiruvananthapuram (1519) and the lowest at Kollam (111); for the third group 

the highest demand was at Thiruvananthapuram (2284) and the lowest at Kollam 

(167). The shortage of rooms in the first, second and third group was the highest 

at Kochi (1533), Thiruvananthapuram (1386) and Thiruvananthapuram (1288) 

respectively and the respective centres with the lowest shortage were Palakkad 

(66), Kollam (11) and Kottayam (8). There was excess supply at Alappuzha (204) 

Guruvayoor (53) and Kozhikode (194) in the third group. 

In 1990 the shortage in the first group of rooms in all the centres together 

was 4556 rooms which was 53.33 percent of the total shortage of all the three 

groups of rooms together ie, 8543 rooms (Table 4.26). This changed to 5735 

(48.54 percentage of the total shortage of 11816 rooms) in 1993. The shortage in 

the second group was 3610 (42.26 percentage of the total shortage of 8543 rooms) 

in 1990. This increased to 3841 in absolute figures but reduced to 32.51 per cent 

of the total shortage of 11816 rooms in 1993. In the third group, the shortage was 

377 rooms ie. 4.41 percent in 1990 which increased to 2240 (18.96 percent of the 

total shortage of 11816 rooms in 1993). 
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There was a shortage of rooms In all the three groups at 

Thiruvananthapuram, Kovalam, Kochi and Thekkadi in all the four years under 

study. In the second group of hotels, there was a shortage of rooms in all the 

centres except in Kollam in 1990 (excess 8) and in 1991 (excess 2). There was a 

shortage in the third group at Kottayam (of 18, 23 and 8 rooms) at Thrissur (of 

189, 266 and 367 rooms) and at Palakkad(of 21, 56 and 88 rooms) for the 

respective three years from 1991 to 1993 in addition to Thiruvananthapuram, 

Kovalam, Kochi and Thekkadi. Moreover, a shortag~ of rooms in this group was 

found at Kollam also in 1993 by 46 rooms (Table 4.26). 

4.5 Identifying Significant Centres 

It is seen that the capacity of different centres In providing hotel 

accommodation differs considerably. Identifying Significant Centres will help to 

get an idea of the position of a centre relative to the total capacity of all the 

centres together. 

4.5.1 Significant Centres 

The room capacity is used as the variable for identifying significant centres. 

Dividing the total rooms available in all centres by the total number of centres, the 

'mean-centre size' is decided. If the actual availability of rooms in a centre is 

greater or equal to the 'mean-centre size' it is termed as a significant centre. 

Changes if any during the decade are found by identifying the significant centres at 

the beginning and end of the decade. The changes may result in either spatial 

concentration or spatial dispersion. 'P rating' and '11 rating' scores are used to 

identify concentration and dispersion3 . 
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The group-wise room capacity in the' eleven centres of tourism along with 

their mean centre size is depicted in Table 4.27 and the data are analysed for the 

years 1985 and 1994. Comparing the actual number of rooms available with the 

mean centre-size, the significant centres in respect of RI type of rooms are: 

Thiruvananthapuram, Kovalam and Kochi during 1994. These three were 

significant centres in 1985 also. The mean centre-size for the RI type of rooms 

was 32.45 in 1985 and increased to 73.09 in 1994. In 1985, Kovalam had the 

highest room capacity (128) among the then signifi<?ant centres followed by Kochi 

(112) and Thiruvananthapuram (87). But in 1994, Kochi became the first (395) 

followed by Thiruvananthapuram (190) and Kovalam (189). The total room 

capacity of all the centres together increased from 357 (1985) to 804 (1994). The 

percentage increases in 1994 over 1985 were for Thiruvananthapuram 118.39, 

Kovalam 47.66 and Kochi 252.68. 

In the R2 type the mean centre size in 1985 was 54.45 and the significant 

centres were: Thiruvananthapuram (71), Kochi (213), Kollam (100), Thrissur(90) 

and Kozhikode (55) (Table 4.27). The mean centre size increased to 136.45 in 

1994 and there were only two significant centres of the R2 type in 1994 ie, Kochi 

(451) and Kozhikode (299). Kochi was the first among the significant centres in 

both the years. Kozhikode which had only the fifth position in 1985 became the 

second in 1994 among the significant centres. Thiruvananthapuram, Kollam and 

Thrissur ceased to be significant centres in 1994. The room capacity of all the 

centres together had increased from 599 (1985) to 1501 (1994). The percentage 

changes in 1994 over 1985 were for Thiruvananthapuram 87.32, Kochi 111.74, 

Kottayam 116.67, Thrissur 30.00, Palakkad -100 and Kozhikode 443.64. 

The mean centre-size in the R3 type increased from 52.45 (1985) to 118.73 

(1994). There were four significant centres in 1985, i.e., Thiruvananthapuram 
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(lOO), Kochi (225), Kottayam (76) and Thrissur (61), but in 1994, there were only 

three significant centres i.e., Thiruvananthapuram (297), Kochi (516) and 

Kozhikode (179). Kochi and Thiruvananthapuram retained, their respective first 

and second position and Kozhikode the new entrant became the third, in 1994. 

Kottayam and Thrissur ceased to be significant centres in 1994. The percentage 

changes in 1994 over 1985 were Thiruvananthapuram (197), Kovalam (95), Kochi 

(129.33), Thekkadi (-100), Kottayam (-1.32), Thrissur (-9.84) and Guruvayoor (

lOO) respectively (Table 4.27). 

The mean centre size in the R4 type in 1985 was 283.73 (Table 4.27). 

There were five significant centres in 1985, i.e., Thiruvananthapuram (472), Kochi 

(467), Guruvayoor (662), Palakkad (310) and Kozhikode (306). In 1994, the 

mean centre size increased to 446.36 and there were only 4 centres with significant 

capacity, i.e., Thiruvananthapuram (739), Kochi (1486), Guruvayoor (855) and 

Kozhikode (632). The ranks of the significant centres in 1985 were: Guruvayoor. 

(first), Thiruvananthapuram {Second), Kochi (third), Palakkad (four) and 

Kozhikode (fifth). But in 1994 the ranks were Kochi (first), Guruvayoor 

(second), Thiruvananthapuram (third) and Kozhikode (fourth). The total room 

capacity of the R4 type increased from 3121 (1985) to 4910 (1994). The 

percentage changes in 1994 over 1985 were: for Thiruvananthapuram (56.57 per 

cent), Kovalam (-30.16 per cent), Kochi (218.20 per cent), Thekkadi (234.48 per 

cent), Kottayam (-79.44 per cent), Alappuzha (162.84 per cent), Kottayam (-24 

per cent), Thrissur (-29.49), Guruvayoor (29.15 per cent), Palakkad (-10.97 per 

cent) and Kozhikode (106.54 per cent). 

The category-wise share of the significant centres in the total room capacity 

of all the centres together gives the relative importance of the significant centres 

over the remaining centres. An increase in the proportion of the room capacity in 
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the significant centres in 1994 over 1985 indicates the decrease in the proportion 

of the room capacity in the non-significant centres, in a particular type and vice-

versa This is depicted in Table 4.28, wherein the category-wise total room 

capacity of, all the centres together, significant centres and proportion of the 

significant centres to total room capacity are given for 1985 and 1994. The 

percentage increase in the room capacity of significant centres in 1994 over 1985 

are also shown in Table 4.28. 

In 1985, the room capacity of all the centres iogether in the RI, RZ, R3 and 

R4 types was 357 rooms, 599 rooms, 577 rooms and 3121 rooms respectively. Of 

these, the share of the significant centres was 327 rooms, 529 rooms, 462 rooms 

and 2217 rooms respectively. The proportion of the respective room capacity of 

the significant centres to total room capacity was 91.60 per cent, 88.31 per cent, 

80.07 per cent and 71.03 per cent. 

During 1994, the total of the RI, R2 ,R 3 and R4 types was 804 rooms, , 

1501 rooms, 1306 rooms and 4910 rooms respectively. In this the share of the 

significant centres was 774 (96.27 per cent), 750 (49.97 per cent), 992 (75.96 per 

cent) and 3712 (75.60 per cent) respectively. It is seen that there was an increase 

in the proportion of the significant centres to total in respect of the RI and ~ 

types and a decrease in that of the R2 and R 3 types in 1994 over 1985. The 

increase in the total room capacity of the significant centres in 1994 over 1985 

was, 136.70 per cent, 41.78 per cent, 114.72 per cent and 67.43 per cent for the 

RI, R2, R 3 and R4 types respectively. 

46 The Significant Changes in the Spatial Structure of the 
Hotel Industry in Kerala 

It is clear from the previous discussion on significant centres that some 

centres which were significant in 1985 ceased to be so in 1994 and vice-versa. 
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This indicates that there have been significant changes in the spatial structure of 

the industry in respect of the R 1, R2, R 3 and R4 types of rooms in the eleven 

centres of tourism resulting in spatial concentration or dispersion This is analysed 

below. 

4.6.1 Spatial Concentration 

Concentration implies that a location enJoymg a relatively significant 

position with respect to some magnitude at the commencement of a given period of 

time, retains its relative significance at the end of the period and also has a 

proportionate increase in its share over the period. To assess the extent of 

concentration P and 11 'scores have been computed. Concentration in one centre 

implies that : 

~o 

Po > 1 and 11 > 1 where, 

= 

The actual magnitude of the centre at the commencement of 
the period 

The average magnitude of the centre for that period 

The actual change in the magnitude 

The average change in the magnitude. 

It can be seen from Table 4.29 that there was spatial concentration at 

Thiruvananthapuram, Kovalam and Kochi in the R 1 type; only at Kochi in the R2 

type, at Thiruvananthapuram and Kochi in the R3 type and at Thiruvananthapuram, 

Kochi, Guruvayoor and Kozhikode in the R4 type. Out of the eleven centres under 

study Kochi is the only centre in which spatial concentration has taken place in ail 

the four groups of hotels. Concentration is found in all types except the R2 type, 

in Thiruvananthapuram. It has taken place in Kovalam only in the RI type. 
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Concentration is found in Guruvayoor and Kozhikode the R4 type only. This is 

because Guruvayoor is a pilgrim centre and affluent pleasure tourists are not 

expected in large numbers there. Whereas in Kozhikode, which has now become a 

popular business town, the necessity of having different categories of hotels is 

beyond doubt. 

46.2 Spatial Dispersion 

Spatial dispersion is identified in areas ~here the industry shows a 

geographical spread. There are four possible situations where spatial dispersion 

may be evidenced. They are as follows: 

I. The location hitherto holding a relatively non-significant position have 

gained so much magnitude as to attain a relatively significant position in the 

industry over the given period, ie. 0< J3 0 < 1 and J31 > 1. 

2. The locations hitherto enjoying a relatively significant position in the 

industry in the beginning of the period shows a decline or does not gain 

proportionately in the total increase in the magnitude, ie, J3 0 > 1 J31 < 1 and 

11 < l. 

3. The relative gains in the magnitude of the location holding a relatively non

significant position in the beginning of the period combined with the share 

of the new locations are more than the gains of locations that enjoyed a 

relatively significant position in the beginning, i. e., J3 0 > 1, J3} > 1 and Tt < 

I 

4 The location which was not at all on the map of the industry at the 

commencement of the period occupying a relatively significant position in 

the industry at the end of the period, ie, J3 0 = 0 and J31 > 1. 
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The dispersion of the hotel industry in the eleven main centres of tourism in 

Kerala under various conditions is shown in Table 4.29. The first condition ie, 0 < 

Po < 1 and PI> 1 is not found in any of these locations. The second condition, 

i.e, ~o > 1, PI < 1 and 11 < 1 is found in five centres as explained below. There 

was not any geographical dispersion in the R I type rooms in any of the centres. In 

the R2 type dispersion is found at Thiruvananthapuram (Po = 1.30, PI = 0.97 and 

11=0.76), Kollam <Po =1.84, PI = 0.73, and 11 = 0) and Thrissur (Po = 1.65, PI = 

0.86 and 11 = 0.33). In the R3 type, there is dispersion at Kottayam (Po = 1.45, PI 

= 0.63 and 11 = -0.02) and Thrissur <Po = 1.16, PI = 0.46 and 11 = -0.09). 

Palakkad is the only centre with geographical dispersion (Po = 1. 09, PI = 0.62 and 

11 = -2.1) in the R4 type. 

The third condition Po > I, PI> 1 and 11< 1 is applicable neither to any 

centre nor to any category. The fourth condition Po = 0 and PI> 1 is applicable 

to Kozhikode in the case of R3 rooms (Po = 0.00 PI = 1.51). Spatial dispersion 

has taken place in three centres in the R2 type, two centres in the R3 type and only 

in one centre in the R4 type. It has occurred in both the R2 and the R3 types at 

Thrissur. 

4.7 The Degree of Variation of Concentration in Each Group of 
Hotel Rooms 

The next step is to measure the degree of concentration of hotel industry 

over the years 1985-1994. Herfindal Index (H. Index) is used here to indicate the 

degree of variation of concentration. This is accredited to the name of O.C. 

Herfindal 4 . 
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4.7.1 Herfindal Index 

The square of the proportion of the room capacity of a centre to the total 

room capacity of all the centres is the basis of measuring the degree of variation of 

concentration. This is denoted by Chi 2 (X2). Had all the rooms in the state been 

concentrated in one centre, the degree of concentration would have been one ie, 

2 

X 2 ~ [;~;~~-;~~:;-~~-~:~~~~:~~:} I 

For all the remaining centres X2 would have been zero. This can happen 

only when cent per cent concentration takes place in one centre. In other words 

X2 comes close to one as the degree of concentration increases and moves away 

from one by the decrease in the degree of concentration. The following is the 

formula 5 for calculating H-index : 

n 

H.I = I X\ 
1=\ 

Where, 

H.I = Herfindal Index (Degree of concentration) 

n = Number of tourist centres with the particular category of hotel in operation 

Xi = Share of each centre in the industry. 
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47.2 Method ofCa/cu/ating Herjinda/lndexfor RI, Rl, Rj and R4 
Type Rooms 

Steps Involved 

Calculate the X which is the ratio of the room capacity per annum of each 

centre to the total of all the centres (group-wise) 

2 Square it 

n 

Find out L (Chi)2. This is the year-wise sum which shows the 

i= 1 degree of concentration of the particular type of room. 

4 Calculate the index, the base year being the initial year. i.e. 1985. 
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Herfindal Index for the RI type of rooms had increased from 100 (1985) to 

121 (\994) (Table 4.30). The H-index was the highest in 1993 (125) and the 

lowest in 1987 (94). This shows that the degree of variation in concentration of 

the RI type of rooms in a particular centre/a few centres was not steady, but 

subject to oscillation. However an increasing trend can be noticed after 1988 

when compared to the base year, 19851 which indicates an increase in concentration 

of the R I type of rooms. This means that the RI type of rooms do not show 

spread in all the centres but the growth is only in the existing centre/centres. 

(Table 4.3 1 ) 

In the R2 type the Herfindal Index increased from 100(1985) to 143 (1990) 

which indicates that the degree of concentration of the R2 type of rooms has 

increased (Table 4.30). The growth in the number of R2 rooms was in the existing 

centres. But from 1991 the Herfindal Index had fallen off 100 which means that 

concentration has reduced due to coming up of R2 type rooms in other centres also 

(Table 432). 



171 

The Herfindal Index of the R 3 type of rooms was below 100 in all the years 

except in 1991 (112) and 1994 (107). Concentration was decreasing in this type 

except in 1991 and 1994. Rooms in the R 3 type were found throughout the 

decade at Thiruvananthapuram, Kovalam, Kochi, Kollam (except in 1985 and 

1986), Kottayam (except in 1991), Thrissur and Kozhikode (except in 1985 and 

1986). Alappuzha had no rooms in the R3 type throughout the period (Table 

4.33). 

TABLE 4.31 

CENTRE-WISE GROWTH OF THE RI TYPE OF ROOMS IN KERALA 
DURING 1985 - 1994 

Centres 1985 1986 1987 1988 1989 1990 1991 1992 

Thiruvanan- 87 185 189 190 191 191 192 194 
thapuram 

Kovalam 128 128 128 128 125 125 125 125 

Kochi 112 112 148 148 325 323 323 323 

Thekady - - - - - - - -

Kollam - - - - - - - -

Alapuzha 30 30 30 - - - - -

Kottayam - - - - - - - -

Thrissur - - - - - - - -

Guruvayoor - - - - - - - -

Palakkad - 28 28 28 28 28 28 28 

Kozhikode - - - - - - - -

Total 357 483 523 494 669 667 668 670 

1993 

190 

125 

360 

-
-
-

-

-

-

30 

-

705 

Source: 1. F.H.R.A.I. Guides (2) Publications of the Department of Tourism, 

Government of Kerala (3) Publications of the Tourist Desk, Ernakulam (4) 

Survey Data. 

1994 

190 

189 

395 

-

-
-

-

-

-

30 

-

804 
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TABLE 4.31 

GROWTH OF THE R2 TYPE OF ROOMS (CENTRE-WISE) IN KERALA 
DURING 1985 - 1994 

Centres 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 

Thiruvanan- 71 
thapuram 

71 71 44 45 45 45 133 133 

Kovalam - - - - 40 40 75 90 90 

Kochi 213 366 319 401 358 434 435 431 428 

Tho:kauy - - - - - 30 78 115 115 

Kollam 100 100 - 76 98 98 100 100 100 

Alapuzha - - - 36 36 36 36 36 30 

Kott3yam 42 42 42 85 85 85 118 88 88 

Thrissur 90 90 90 - - - 115 115 117 

Guru\'uyoor - - - - - - 71 71 7S 

Palakkad 28 - - - - - - - -
Kozhikodo: 55 55 55 55 99 96 148 241 297 

Total 599 724 577 697 761 864 1221 1420 1473 

Source. 1 F,H.R,A.I. Guides (2) Publications of the Department of Tourism, 
Government of Kerala (3) Publications of Tourist Desk, Ernakulam (4) Survey 
Data 

TABLE 4.33 

GROWTH OF THE R3 TYPE OF ROOMS IN KERALA (CENTRE-WISE) 
DURING 1985 - 1994 

Centres 1985 1986 1987 1988 1989 1990 1991 1992 1993 

Thiruvanan-
100 127 127 230 230 207 332 250 257 

thapuram 

Kovalam 40 40 40 40 16 42 71 72 78 

Kochi 225 184 225 298 219 219 208 212 210 

Tho:kau\ 30 30 30 30 30 - - - -
Kollam - - 160 154 154 154 84 84 84 

Alapuzha - - - - - - - - -
Kottayam 76 76 76 36 72 32 - 38 38 

Thrissur 61 61 61 160 160 160 10 10 15 

Guruvayoor 45 45 4S 45 45 4S - - -
Palakkad - - - - - - - 5 9 

Kozhikode - - 172 199 199 279 206 199 225 

Total 577 563 936 1192 1125 1138 911 870 916 

133 

90 

451 

115 

100 

30 

91 

117 

7S 

-
299 

1501 

1994 

297 

78 

516 

-
77 

-
75 

55 

-
29 

179 

1306 

Source. 1, F,H,R,A.I. GUides (2) PubhcatlOns of the Department of Tourism, 

Government of Kerala (3) Publications of Tourist Desk, Ernakulam (4) Survey 

Data, 



TABLE 4.34 

GROWTH OF R4 TYPE OF ROOMS IN KERALA (CENTRE-WISE) 
DURING 1985 - 1994 

Centres 1985 1986 1987 1988 1989 1990 1991 1992 

Thiru\'anan- 472 648 781 781 789 802 835 835 
thapuram 

Kovalam 63 124 169 169 169 169 80 49 

Kochi 467 578 665 840 963 1205 1284 1166 

Thekady 29 29 49 108 128 142 153 97 

Kollam 180 192 220 220 213 150 144 137 

Alapuzha 148 160 216 216 252 302 302 331 

Kottayam 250 260 272 262 262 197 197 160 

Thrissur 234 253 270 270 275 275 242 177 

Guruvayoor 662 662 678 738 788 810 810 825 

Palakkad 310 310 330 330 330 330 302 287 

Kozhikode 306 404 726 750 706 695 726 640 

Total 3121 3620 4376 4684 4875 5077 5075 4704 

Source: 1. F.H.R.A.I. Guides 

1993 

739 

44 

1326 

97 

37 

389 

190 

104 

825 

272 

558 

4581 

2. Publications of the Department of Tourism, Government of Kerala 

3. Publications of the Tourist Desk, Ernakulam (4) Survey Data. 
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1994 

739 

44 

1486 

97 

37 

389 

190 

165 

855 

276 

632 

4910 

In the R4 type the Herfindal Index had increased from 100 (1985) to 136 

(1994) indicating steady increase in concentration( except in 1986 and 1987) (Table 

430 and 4.34). 

Conclusion 

From the foregoing analysis it has emerged that between 1985 and 1987 

concentration was decreasing in the R I type. But after 1987 the degree of 

variation of co~centration was on the increase though there were oscillations in-

between. In the R2 type concentration was increasing between 1985 and 1988. 

But from 1989 on words, it was decreasing except in 1990. In the R3 type 

concentration was not steady. A decreasing trend was found through-out the 

decade except in 1991 and 1994. In the R4 type concentration was increasing 
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after a decrease in 1986 and 1987. The· analysis showed that the degree of 

concentration was not steady. What is ideal for the uninterrupted growth of 

tourism is the spread of different types of hotel rooms at different centres and not 

growth confined to a few centres. 

4.8 Measuring of the Degree of Uncertainty of a Centre in Attracting and 
Retaining the Customers 

If the entire room capacity of the state is concentrated in one centre, that is, 

when the Herfindal Index is one, the degree of uncertainty in attracting and 

retaining customers in the centre is zero. But the rooms are scattered in different 

centres. Hence it is necessary to measure the degree of uncertainty of each centre 

in attracting a customer or retaining a customer. Entropy Index6 is used for this 

purpose. Entropy Index is denoted by the letter 'e'. 

48.) Entropy Index 

If all tourist centres have equal share of hotel rooms, the degree of 

competition is maximum among the vanous centres to attract more and more 

tourists to each centre. The degree of uncertainty of retaining a customer or 

attracting a customer i.e. 'e' will be high. As the competition reduces, the 

uncertainty also gets reduced. Where 'e' is zero, one centre controls the market 

and there is no competition from other centres. A rise in the coefficient indicates 

an increase in the competitiveness and a fall in the coefficient indicates a decline in 

the competitiveness. That is as the concentration decreases, the Entropy 

Coetlicient increases and vice-versa. Thus there is an inverse relationship between 

the Entropy Coefficient 'e' and the degree of market concentration. It is measured 

by the following coefficient: 



n 

e = I XI log (l/Xi) 
i= 1 

Steps Involved 
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1. Calculate 'Chi', where 'Chi' is the share of the centre in terms of room 

capacity to the total room capacity of the state. This is computed for each 

centre for a ten year period from 1985 to 1994 for the different types of 

rooms. 

2. Logarithms of the reciprocal of these values are obtained using common 

logarithms. 

3. Multiply log lIChi with 'Chi'. 

4 Sum up all the values of Chi multiplied by log l/Chi for the centres. 

5. Indices of the Entropy Coefficient are calculated with 1985 as the base year. 

In the R I type of rooms the Entropy Index increased in 1986 (109) and in 

1987 (108) in comparison with 1985 (100) indicating a decrease in concentration 

and an increase in competition (see Table 4.35). But during the period 1988 to 

1994 the Entropy Index shows a declining trend indicating an increase in 

concentration and a decrease in competition among the various centres. In the R2 

type of rooms during the period 1985 to 1990 the Entropy Index declined from 

100 to 92. It ranged between 74 (1987) to 100 (1985). This indicates a decline in 

the competitiveness or an increase in concentration. During 1991 to 1994 the 

Entropy Index was more than the base year and ranged between liS (l991) and 

118( 1992) This means that the competition had increased during the period and 
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the degree of uncertainty of attracting customers was more than the previous 

period (Table 4.35). 

There were oscillations in the Entropy Index of R3 type of rooms with the 

maximum 117 (1987) and the minimum 88 (1991). The Entropy Index was on the 

increase till 1990 as compared to 1985 (100) with slight oscillations and since 

1991 a decreasing tendency has been found. The membership of unapproved 

hotels in the FHRAI in a particular year decides the fate of the R3 rooms which is 

bound to vary year after year and that is the reason for the oscillations in this type. 

Upgradation of the unapproved hotels into approved ones also causes a decrease in 

this category. In the R4 type the Entropy Index does not change much till 1989. 

A declining trend is found from 1990 to 1994. The R4 type of rooms have 

increased only in some centres, resulting in increase in concentration (Table 4.35). 

Conclusion 

The decline in Entropy Index and an increase in concentration resulting in a 

decrease in competition are found in the RI and the R4 types of rooms. This 

situation is not favourable to the customers. They are forced to stay at the places 

where rooms are available and not given the chance to stay at a centre of their 

choice. The degree of uncertainty of attracting or retaining a customer is reduced. 

This will lead to monopolistic tendency. Only in the R2 type of rooms the Entropy 

Index has increased indicating an increase in competition. F or attracting 

customers especially high spending foreign customers, competition should increase 

in the RI type of rooms. For this, more hotels belonging to three star and higher 
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categories have to be started at various centres with adequate rooms. The 

entrepreneurs should be attracted to invest in hotels in a big way. Their reluctance 

to invest in hotels can be overcome by showing how hotels have come to occupy 

an important place among the best few industries. For this purpose the financial 

performance of the hotel industry is analysed in the following chapter. 
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FINACNCIAL ANALYSIS OF THE 

HOTEL INDUSTRY 



CHAPTER - V 

FINANCIAL ANALYSIS OF THE HOTEL INDUSTRY 

Gtompared to many other industries the hotel industry has fared much better 

at the all India level in several respects. This is clearly brought out in a study of 

sixty-one industry groups consisting of nine hundred and seventy-nine companies 

belonging to the private corporate sector' In order to show the rank of the hotel 

industry among other industries, Key Industry Growth Indicators (1990-91 to 

1993-94) and the Trends in Key Industry Ratios (1989-90 to 1993-94) are used. 

51 Key Industry Growth Indicators 

The parameters used as the Key Industry Growth Indicators here are: (1) 

Sales (2) Profit After Tax (3) Profit Before Depreciation Interest and Tax (4) 

Total Assets (5) Capital Employed (6) Net Value Added and (7) Gross Fixed 

Assets. These indicators are shown in Tables 5.1 to 5.7. 

5.1.1 Sales 

The percentage change over the previous year in respect of the Sales of 

sixty-one industries during the period 1990-91 to 1993-94 is shown in Table 5.1. 

. CM.I.E. Corporate Finance: Industry Aggregate 3rd November, 1994 
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TABLE 5.1 

KEY INDUSTRY GROWTH INDICATORS: 1990-91 TO 1993-94 

Sales {% Change over ~revious Iear} 
IDdusln 1990-91 Rank 1991-92 Rank 1991-93 Rank 1993-94 Rank 

T.:a"C"tr .. ~ 1 s.n 3K 7.55 58 4.85 54 40.52 3 
Sugar \3.~5 42 20.15 34 24.96 11 11.37 39 
Edible Oil 3';.21 J 24.03 17 8.91 46 0.78 58 
Uh.r Food Pnxiuct., 17.96 30 26.72 12 11.86 35 9.13 43 
Clgar!Uc!S 2Ul 16 27.34 11 19.05 18 8.28 44 
&.:r" AIC<.Jhol 21.89 15 6.19 59 9.99 42 27.39 6 
Cotton 'Blended T extil.:s 15.33 38 21.28 28 15.32 28 15.53 31 
Jute" Jute Product.< 24.47 12 -0.50 61 10.68 40 20.19 22 
O!h.r T eXlil.:s 11.46 47 39.17 2 32.73 4 16.29 29 
\l\n-mad.: Fibr.:s 19.96 23 21.25 29 9.05 45 13.83 33 
Lather & F ootv. ear 9.27 52 11.14 55 -1.90 58 14.23 32 
PI)wood 22.36 14 12.07 52 15.11 29 24.81 12 

Pap.:!' 17.53 J1 18.27 39 11.60 36 13.76 34 
.-\!Uli." 14.88 41 21.22 30 23.80 14 6.63 50 
F..rtilis.::s 8.00 55 21.85 24 8.39 47 7.57 47 
Pestldd.:s 20.26 20 29.25 8 25.52 9 16.21 30 
OCher lnor&JIu,: Ch.micals 19.72 24 33.01 4 26.94 8 10.44 42 
Or&alli~ Chcmical~ 17.55 32 31.10 7 11.31 38 2.06 55 
DruI\5" Phanna~icals 18.92 27 17.76 42 22.20 17 22.82 IS 
COSII1I1i", " Tu i lo.1ri.:s 20.15 22 24.24 16 12.46 J4 17.51 27 
Paints 17.15 34 20.15 34 9.69 44 10.48 41 
1)\", " Pigm.:nL, 17.46 33 18.25 40 17.69 21 13.27 36 
\~~lan<lOUS C.'h<!micals 2.94 60 13.95 49 14.82 30 16.97 28 
Pll..'li~ " Plastic Products 20.81 19 25.21 14 16.38 24 19.12 24 
T)TQ &Tubes 19.16 26 16.35 44 11.52 37 6.95 49 
Rubber & Rubb.!r Products 21.\8 17 13:41 . 50 3.37 55 -13.35 61 
Cel1lent 28.30 !l 25.55 \3 7.78 48 25.11 11 
R,·ti dl1ori.:s & Ceramic Produl.15 20.91 18 25.15 15 \3.11 32 1.76 56 
GI.~, " Glass Products 6.50 58 19.40 36 12.70 33 -1.00 60 
Oth'!I' non-moUlh.: ~!.ineral Produ~t 10.05 51 21.84 25 10.01 41 7.89 46 
Diam,Y.Id & ,k\\'ell.:r) 12.15 45 22.64 23 37.45 2 50.48 I 
Spoog( Oroo 188.72 1 911.57 1 -12.50 61 43.37 2 
~,~ &; Sh'<!l Product.- 11.90 46 111.35 J!j 16.61 23 7.42 48 
\loUl Pr\lo.!u\.ts 8.61\ 53 12.32 51 9.78 43 22.52 16 
Casting & Foging.' 1831 29 1 5.1 ~ 46 -5.72 6(J 6.54 51 
Stil<:I Tub.:s & Pip.:s 7.79 56 11.33 S4 25.45 JG 19 . .59 23 
Otho;r lioo-Ia-(\)\ls ~I.uls o.~ I 61 1l.41 (, JU6 ~ ~.41 n 
.\l~minlu/ll&Ah,"Uniurn l'rodu.n ID~ ~4 2U8 26 16.20 26 0.56 .59 
l'ul1lp& " Compr..'AAO's 1(191 4K 22.84 21) 23.04 10 1.0~ !l7 
&arin~ 2671 10 33.)7 3 10.$11 .19 8.16 4' 
MinUlM." l.Ildl. \la-ni.n .. ...,. 3224 <I 14.53 47 7.13 49 21.88 II! 
:-;\lI1-EI~i..:a1 ~!JJlill.T)· 19.6S 25 11.67 53 5112 51 13.47 J' 
ElllItrical ~\.1JliJl~'f) 30.92 S 2287 19 16.27 2~ 17.88 2' 
Dry CdlS&Storage Ban ... ,.i~ 10.18 SO 20.G8 31 5.21 53 3.~3 53 
Wir ... & C abl.s 13. I1 43 S.7S 60 47.64 I 11.04 40 
Elcdrool~ 26.84 ') 27.66 10 5.41 52 20.72 21 
COl11'Ul..:r~ 49.69 2 2l.56 27 23.67 15 25.64 9 
TraltofS 30.53 6 20.59 32 13.65 31 3.06 54 
COlTull~,.~i~1 \'dtic1.:s 30.24 7 1S.42 45 -3.23 59 25.24 10 
PiIS.'.lllgl,. Cars & JcqJs 16.39 35 1 &.51 37 15.91 27 24.45 13 
'I'll 0)-\\ h«lcrs 15.65 37 lO.rJ7 57 2.70 56 27.06 7 
.\ulum\)bil~ ,\Jl~~i1ari.:s 22.53 \3 22.80 :;:1 18.41 19 13.14 38 
Di\(NililXi 18.64 28 2272 22 1723 22 17.78 26 
\lisoxllan ... 'Ous ~lanufal1uri.lg 24.58 11 2363 18 18.20 20 20.95 20 
Trading 20.21 2! 17.73 43 6.83 50 13.18 37 
~linera:s & ~lin;roll Produl.15 14.95 40 28.85 9 27.45 7 28.23 5 
El~city Gen.:ralion 10.39 4S1 17.90 41 27.97 5 22.52 16 
Shipping S ... n;ws \5.72 36 20.25 J3 U6 57 21.10 19 
CllIlSlrullioo & Allicx! .l,.,1i,iti<...'S 4.52 59 1050 56 33.76 J 23.42 14 

HOlels 7.4~ 57 32.78 5 24.83 12 29.01 4 
OIho:r SerVI·_"'" 12.53 44 14.05 41< 24.27 13 26.39 8 
AlIlndustri.:s IK.5<1 20.37 13.29 15.83 -------------------- ------ -------------

SOllr~'~ CM.If: .. Corporate Fillance • Industry Aggregates November 1994. p.xix 
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TABLE 5.2 

ladllltn' 

TQ&ColI'« 26.34 29 -10.48 48 1.93 35 46.70 30 
!upr -27.11 54 -59.63 59 -30.08 49 1879.62 I 
Eclibl~OiI 59.12 18 13.82 32 -38.62 54 30.55 36 
00Ia' Food Produo;ts 30.13 27 4.80 41 -10.31 41 53.21 27 
Cipr.n.s 76.24 11 28.79 27 26.80 19 30.18 38 
Be.:r& A1o:d1ol -16.25 49 7.60 38 49.71 12 150.39 9 
C.nlll Blcnddd T e'-1iles 84.52 9 -0.46 46 -8.73 40 97.63 15 
lit & Jute Produds 129.65 6 -36.76 55 170.93 4 47.89 29 
~Te~l,;s 58.00 10 166.58 7 
~bn-made Fibres 30.43 26 -48.88 57 29.94 48 399.06 5 
l.aIh.J &; Footw.:ar 42.16 21 
PI)\I'ood 18.59 34 42.08 17 24.74 20 27.18 41 
p~ 16.37 36 -18.42 51 0.83 38 68.16 21 
,IIWi.s 61.17 16 36.32 21 82.98 7 114.79 13 
fllilison 77.65 10 6.02 40 18.32 23 6.60 54 
PaiQda 7.49 39 63.51 10 17.84 24 19.61 47 
Qbcr Jnorpni.: Chani.:als 84.75 8 -23.48 54 
cq.ni.: OIcmicals 21.00 31 43.98 16 -17.39 45 1.76 55 
Drup &; Phannac..'Uti.:als -0.76 42 12.20 35 51.88 11 77.42 18 
C-.tics &; Toil.:tries 34.17 25 20.33 29 14.18 26 17.58 49 
Plills -21.18 51 74.18 9 -19.05 46 32.69 69 
Dyes &; PigllldllS 70.42 14 -11.73 49 32.64 16 78.90 17 
Miscellanecus Chemicals -&2.68 56 240.54 2 366.35 1 28.18 39 
PWtics &; Plaaic Produds 263.87 4 53.64 12 22.93 21 27.89 40 
T)TC5 &;Tubes 21.34 30 26.35 28 -34.89 51 -40.11 58 
Rubb« &; Rubbclr Produds 36.21 24 44.42 15 13.94 27 -24.41 57 
C4IIk1II 55.63 11 -49.78 56 135.43 12 
Rcfra.lori.:s &. C«ami.: Produds 20.97 32 34.58 22 8.55 33 55.19 26 
Glass &; Glass Produds 49.82 20 39.30 20 1.47 36 -77.11 59 
OOIer olllofllcUlli.: Min«al Produd 1.87 41 -16.36 50 36.77 15 27.24 42 
Dillllllld &. kwellc:ry -15.~5 48 99.45 7 20.32 22 25.77 43 
SpIIIgclrlll 60.54 17 186.29 4 41.48 14 51.11 28 
SIeeI &; Stc:d Produds -2.78 45 13.01 34 -36.23 52 76.21 19 
M,lal Produds -15.42 47 51.70 14 27.89 18 21.90 46 
ClI1ing&; Fogings 12.43 38 -23.06 53 -83.04 58 625.91 2 
SI.lo:I Tubes&. Pipes 193.05 3 -12.70 43 316.20 6 
Other D<II-fenous ~I.uls -96.95 57 4997.62 I -23.77 47 160.78 8 
. .ijumiliwn&A1wninium Produds -4.31 46 4.37 42 29.81 17 34.58 32 
~ &; COII1lressors 16.11 37 13.49 33 62.27 9 -14.76 56 
1Icuin~ -25.92 53 30.87 26 -36.86 53 19.60 48 
Miling & Ind!. Machinery 74.57 12 19.38 30 -12.82 44 25.03 44 
~1II·Elairical ~1ad1iner)' 331.S3 3 -37.42 56 9.09 32 34.31 33 
EloWi.-:a1 ~1ad1incry 104.01 7 10.59 36 9.72 31 64.93 22 
01)' C.ils&Slorage Bau.:riC!> 1764.46 I 9.34 37 -51.68 57 81.83 16 
Wins&; Cabl,;s -28.89 55 41.99 18 146.95 5 11.65 52 
EJ.wmi'-'S 174.19 5 53.22 13 -39.30 55 149.15 10 
COll1luten 31.86 24 10.SI 29 37.04 31 
Tndors 54.54 19 3l.S3 25 -2.77 39 17.05 50 
COIIIIIJo:I\.;al \' diides 37.80 23 -23.81 52 -87.19 59 606.10 3 
PlS&<llger Cars &. ./cIqJs -1.91 43 -49.59 58 5.44 34 449.97 4 
T"'_h«len 27.91 28 -3.00 44 10.18 30 148.40 11 
.-\ltomobilc ,\m.illaries 17.30 35 -1.46 43 11.91 28 23.31 45 
Dil·enifi.xl 72.92 13 -0.03 45 78.28 8 61.37 23 
MiSllCllaneous ~lanufaduring 64.70 15 17.85 31 1.18 37 59.13 24 
Trading 20.15 33 7.30 39 -33.05 50 75.76 20 
MinlJlls&Min«al Produds 432.03 2 122.30 6 15.84 25 14.73 51 
EloWicit}· G.:neration 5.99 40 -7.72 47 100.97 6 30.52 37 
Shipping ServiC1:S -20.29 50 165.91 5 -12.29 42 56.18 25 
C\IISl!Uct.ion&'AlIied ,\dil'ities -2.24 44 34.58 22 210.30 2 8.84 53 
Hotels -22.50 52 91.33 8 45.73 13 110.89 14 
0Ih.r Ser ... i= 41.63 22 39.85 19 206.83 3 30.69 35 
.\Ulndustries 45.03 10.09 7.29 68.02 

Source C.M.I.E. - Corporate Finance: Industry Aggregates November 1994, p.xix. 
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TABLE 5.3' 

lIdu 

lolCoff~ 20.64 35 -1.71 59 3.54 41 25.56 20 
Sip 9.26 50 17.90 45 39.57 8 84.67 ] 

~Oil 34.92 16 20.89 4] -3.92 55 7.5] 50 
!lIIrr Food Produ.xs 26.64 26 23.08 36 -1.35 52 16.]] ]7 
CiprdU'i 47.81 8 62.56 5 26.2] 16 17.16 ]5 
811Jol.-\loohol -3.79 58 14.80 51 2].96 20 59.7] 4 
Cm Blmded T .:~i1.:s 35.93 14 19.23 44 7.82 38 28.24 17 
lit ol J\U Produas 31.22 19 9.95 55 48.]6 6 5.64 53 
!lIIrrTeJIliles -2.79 57 70.12 4 25.26 18 46.09 7 
llII-made Fibres 27.00 25 -2.65 60 2.77 4] 41.7] 8 
Idhcr &I: Footwear 25.25 27 -1L52 61 -57.30 61 294.98 1 
PI) .. ood 15.38 40 23.37 33 28.74 IS 21.04 29 .. 18.02 36 22.1\ 38 1.19 48 15.63 31 
IlaIiCII 14.02 42 23.25 34 34.32 11 31.16 IS 
faIilim 22.44 J2 13.81 53 29.86 13 -3.20 57 ,... 21.17 33 50.85 9 19.19 27 13.55 ]9 
(klnorganic Chemicals 28.81 21 8.90 56 40.74 7 2].]9 25 
Qplic OI.:micals U8J 30 27.5] 28 0.32 49 -13.05 60 
!)up &I: Pharmaumi.:als 14.43 41 15.38 49 34.96 10 ]9.41 10 
C.si.:s &; Toi1dri.:s 24.75 28 24.55 31 19.61 26 16.64 ]6 
hiD 13.98 43 48.56 10 -4.32 56 11.60 4] 
D!-.s ol Pigmoms 3].26 18 28.53 27 2].10 22 2S.97 19 
\tiIa:IIaneous Chemicals -18.06 60 28.71 25 50.28 5 17.61 ]] 
PIdK:s &; Pla!tic Products . 56.78 6 4].71 15 13.]8 ]4 18.]6 31 
T)l1IlTubes 12.62 45 28.95 24 5.16 40 2.42 54 
RIIIIINr &; Rubbc:r Produds 28.25 24 47.75 1\ 2.71 45 -7.11 59 
Cam 105.84 2 42.56 17 -22.61 60 28.28 16 
R1baories &; CG1III1ic Produds 24.09 29 22.45 ]7 16.]7 ]7 17.55 ]4 
G1m&;GIass Products 28.58 2] ]7.96 18 -2.97 54 -]].26 61 
00iIr 1I<II-lIkUllic Mineral Product 11.04 46 24.19 32 25.98 17 6.10 52 
llIamId &; ky .. eU<~y -0.94 55 74.50 3 21.36 23 31.37 14 
!'poogclnm 144.07 I 76.80 2 12.03 35 22.56 27 
St.xI &I: Ste.:I Products 13.82 44 27.21 29 11.20 ]6 9.01 46 
Iwl Produ.xs 4.08 53 34.67 19 15.66 32 10.80 44 
ClliIg &Fogin~ 16.28 39 20.64 42 -11.91 58 33.90 1] 
St.xI T ub.:s &; Pipes 55.49 7 15.59 48 16.84 30 34.08 12 
OOiIrnoo-ftmlllS Mdals -] 1.69 61 89.33 1 2.77 43 40.87 9 
.o\IumiIilmlAluminium Products 10.88 47 15.01 50 28.97 14 8.91 47 
~ &; COO¥CIiSOI'S 22.59 31 21.11 40 35.17 9 -3.37 58 
Barilp 10.62 49 42.94 16 -0.89 51 7.]2 SI 
lliIing &; Ind!. ~lad!in.:ry 40.08 12 31.95 21 3.39 42 12.49 41 
Sm·EIoUrical Madiin.:ry 47.30 9 11.02 54 15.08 33 10.34 45 
EIoJricaI ~1ad!inCl)' 34.60 17 29.84 23 19.80 25 17.80 32 
~. (,.~Is&Slorag.: llalb:ri.:s 69.44 5 23.25 34 -1.68 53 23.30 26 
1I·ir-.s&;Cablo:s 3.23 54 31.67 22 62.92 2 8.33 49 
EIIIUmics 39.52 13 57.65 6 -7.44 57 25,47 21 
C~ 103.18 3 44.09 14 17.45 28 0.56 56 
TII10n 45.29 10 34.56 20 16.87 29 12.49 41 
CCllllllCl'cial \"d1icl.:s 35.43 15 6.14 58 -16.40 59 26.42 18 
PmaJgcrCars & kqls 8.78 51 13.93 52 2.03 46 88.24 2 
T .. ~he..i.:rs 10.65 48 7.56 57 -0.18 50 54.20 5 
.~omobile .-\ncillario:s 20.72 34 21.56 39 20.57 24 8.75 48 

. !li\mi!ied 28.76 22 17.81 46 31.42 12 18.46 30 
llis.leIllllo.lOUS ~Ianufaduring 43.59 11 28.63 26 10.29 37 21.07 28 
Tl1di!g 17.09 38 21.03 41 1.85 47 23.56 24 
\1M11s &; ~lincn1 Produd.~ 82.78 4 56.16 7 24.13 19 13.38 40 
Eloldricity Gaieration 17.12 37 16.90 47 55.52 3 23.63 23 
lbipping S.:n ico:s -7.60 59 46.34 12 7.52 39 38.36 11 
C<IWu<1iw &; .-\lIi.xl .-\di,itics 6.67 52 26.06 3() 55.34 4 2.32 55 
Hotels -1.99 56 51.17 8 23.49 21 51.99 6 
()h.:r S.:n.j,'I:S 29.14 20 44.72 13 64.94 24.11 22 
. .ullndwui.:s 26.08 22.65 IJ.91 21.09 

Source: C.M.I.E. - Corporate Finance: Industry Aggregates November 1994, p.xx. 
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The percentage change of Sales of hotels over the previous year was 7.44, 32.78, 

24.83 and 29.01 for the respective four years from 1990-91 to 1993-'94. The 

highest change in Sales was in 1991-'92 (32.78 per cent) and the lowest in 1990-

'91 (7.44 per cent). The rank of hotels had changed from fifty-seventh in 1990-

'91 to fourth in 1993-'94 among the sixty-one industries. This indicates how well 

the hotel industry fared during the period under study. 

5.1.2 Profit After Tax 

The percentage change of Profit After Tax, over the previous year for 

hotels was -22.50, 91.33, 45.73 and 110.89 for the respective four years from 

1990-'91 to 1993-'94 (Table 5.2). It was the highest in 1993-'94 (110.89 per 

cent) and the lowest in 1990-'='91 (-22.50 per cent). The rank of hotels changed 

from fifty second ( 1990- '91) to fourteenth (1993 - '94). This also indicates the 

better performance of the hotel industry. 

5.1.3 Profit Before Depreciation, Interest and Tax (P.B.D.1. T) 

P.B.D.I.T of the hotel industry had changed favourably during the period 

under study except in 1990- '91. Table 5.3 indicates that the change in percentage 

of the PB.D.IT. was -1.99,57.17,23.49 and 51.99 during 1990-'91,1991-'92, 

1992-'93 and 1993-'94 respectively. The highest change in the P.B.D.I.T was in 

1993-'94 (51.99 per cent) and the lowest in 1990-'91(-1.99). The rank of hotels 

among the sixty-one industries had changed from fifty sixth in 1990- '91 to sixth in 
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1993- '94 The tremendous success of the hotel industry among other industries 

can be seen from this. 

5.1.4 Total Assets 

The respective percentage changes over the previous year in Total Assets of 

the hotel industry during 1990-'91 to 1993-'94 were 14.57,8.89,42.63 and 9.11 

(Table 5.4). The change was the maximum in 1992-'93 (42.63 per cent) and 

minimum in 1991-'92 (8.89 per cent). Among the sixteen industries in respect of 

the percentage changes in Total Assets, hotels ranked forty-sixth, fifty-fourth, fifth 

and fifty-third in the respective years under study. This substantiates the fact that 

there was an unprecedented growth in the Total Assets of the hotel industry in 

1992- '93. This was in pursuance of the national policy of improving the quality of 

hotel facilities and services to attract more tourists and thus promote India as one 

of the best destinations on the tourist map of the world. 

5.1.5 Capital Employed 

The changes in the Capital Employed of hotels as indicated by Table 5.5 

were 9.03,807, 14.95 and 19.87 respectively for the four years during 1990-'91 

to 1993-'94. The change was the highest in 1993-'94 (19.87 per cent) and the 

lowest in 1991-'92 (807 per cent) during 1990-'91 to 1993-'94. The rank of 

hotels among the sixty-one industries by way of percentage change over the 

previous year had changed from fifty-fifth in 1990-'91 to forty-second in 1993-'94. 
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TABLE 5 ... 

I_ 
:dCoIT<'I: 24.09 17 28.63 16 26.71 22 25.66 22 
;;.pr 43.89 2 25.49 22 28.88 19 9.21 52 
:MJk0i1 37.24 6 36.09 7 14.14 50 17.31 33 
'Iller FIlIld Product._ 15.95 42 20.20 31 25.99 23 15.49 45 
,PdbS 27.96 13 35.94 8 22.51 29 21.23 27 
3cl .. \,,"oool 14.10 47 11.89 48 23.67 25 52.91 5 
;,till Bldldcld T ~Xlil.:s 25.12 16 23.42 24 21.27 32 32.61 12 
111l Mc Produl1S 10.75 52 1.81 61 43.77 4 13.93 46 
.lboJTcllil.:s 9.77 55 10.85 50 16.96 47 52.91 5 
IIIHnado: Fibre<; 15.20 45 15.31 41 13.20 51 15.82 42 
AIh:r&FOOI\\.:ar 16.00 41 4.73 59 2.57 60 19.09 30 
;1I~",Jd 5.20 58 14.67 44 39.34 6 19.15 29 
~4'« 30.85 \0 20.32 30 22.87 28 20.24 28 
ilJho:i 23.16 22 8.82 55 33.97 10 33.11 11 
;4IiIM'S 15.86 43 28.39 17 7.66 57 11.65 51 
?...m 36.52 8 25.66 20 26.95 21 25.70 20 
Ik Inorpnic Ch<!ll1icals 23.22 19 38.26 6 20.13 36 25.70 20 
t)pUc (b.:micals 12.72 49 19.74 32 12.24 53 7.95 56 
)up & Phanna,~icals 23.20 20 14.99 42 18.02 43 26.88 16 
(_.:s & Toildri.::s 20.05 27 22.39 26 19.34 40 28.44 14 
?Ill! 11.79 51 14.93 43 5.91 58 16.57 37 
MilPigm.ru 22.71 23 18.52 35 29.85 17 24.91 23 
1fit.l:I13IIolOUS Ch~'D1i..:a1s 3.97 60 11.05 49 11.06 56 8.77 54 
~& Pla.oai~ Product.~ 40.75 4 35.41 9 32.85 12 26.01 19 
~\I\'l&Tubo:s 20.19 26 31.66 14 18.98 41 23.41 25 
iubbo:r & Rubb.:r Product., 17.76 36 34.42 10 21.23 33 15.65 44 
lE 10.36 53 17.75 36 20.46 35 18.17 32 
lNori.:s & C~ami.: Product.~ 17.95 35 13.97 45 29.73 18 26.03 18 
(iIag & Glass Produl1S 17.06 39 4.78 58 11.38 55 15.99 40 
ilIh:rnoo-m.1alli~ ~lin'TllI Product 23.19 21 28.09 18 19.63 39 5.06 59 
:Mnmd & J(\\ ~1I<r) 6.32 57 8.93 53 33.49 11 21.46 26 
!p.IIgdroo 17.62 37 43.82 3 49.19 3 94.63 I 
~ & SI.:.:I Product.s 22.10 25 25.52 21 32.13 14 16.73 39 
11111 Produlls 19.96 29 40.49 4 24.33 24 29.98 13 
LlliIg& Fogings 37.11 7 12.54 47 32.04 15 16.41 38 
~Tub.:s&Pip.:s 10.26 54 16.59 39 23.62 26 18.81 31 
ilIh:r Doo·faTOUS ~ Icta Is -1.49 61 20.97 28 61.02 2 66.08 2 
Uumlnwn& .. \luminium Products 29.80 12 20.42 29 88.81 1 16.12 39 
~!& CllIIlpR'S.,,-)n; 17.\3 3N IN.SN 34 16.71 48 2.81 61 
mp 39.91 5 51.63 1 17.53 46 3.53 60 
lilllI& & Indl. ~I~.:hin,~ 23.27 18 21.43 27 22.36 30 12.14 49 
\iJI·Elo.IlI1.:a1 ~Ia.:hin,~ 19.48 30 16.73 38 20.04 37 13.10 48 
fkdn.:al ~la.:hil1'~ 25.13 15 32.61 12 19.77 38 15.82 42 
i)\ (,<iIs&~l"rag.: Ball,,.,, ... 12.81 4K 23.22 25 3.70 49 7.55 55 
~·IICI&Cabl.:s 18.09 33 10.47 51 37.79 9 36.57 10 
Elwmi.:s 42.36 3 23.94 23 21.40 31 26.65 17 
C.cn 29.92 11 13.64 46 15.26 49 10.80 9 
Tno1m 78.65 1 2.49 60 23.44 27 28.18 IS 
C<lIIM"ial \·d!icl.:s 15.82 44 50.87 2 21.22 34 5.21 58 
Pll"dlga' Cars & k.:ps 19.19 31 6.07 56 17.63 45 38.68 7 
r'll-'Ib.~:kTS 6.62 56 4.96 57 0.41 61 16.69 35 
lIIomobilc .. \n,illari.:s 16.18 40 17.60 37 12.94 52 5.94 57 
ilI'cnifitd 12.08 50 40.25 5 17.73 44 24.69 24 
\~13II<'Ou.~ ~Ianufa.xuring 27.93 14 15.39 40 29.99 16 15.89 41 
lradilg 22.62 24 27.43 19 18.94 42 16.64 36 
\luals & ~Iin~al Produ<1.' 34.11 9 19.37 33 38.77 7 38.57 8 
Elcwi..ity Ci.:n,ntion 18.01 34 33.38 11 28.35 20 63.11 3 
!ilWUlg S.:r\'i,u; 4.89 59 9.58 52 38.36 8 38.24 9 
(rfIlI/IIo1ioo & Allil.'d A.xi\'iti~ 20.02 28 32.53 \3 11.68 54 13.33 47 
Hotels 14.57 46 8.89 54 42.63 5 9.11 53 
ilIh:rSc!l\'i~ 18.82 32 30.02 15 32.27 13 57.89 4 
\111ndu.<lri.:s 19.31 25.58 21.80 23.42 

Source CM.1.E. - Corporate Finance: Industry Aggregates November 1994, p.xx. 
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TABLE 5.5 

IIIllllln' 

'~Holfllo: 12.09 51 15.33 47 22.28 40 31.94 28 

lIP 40.52 8 29.14 19 29.10 25 31.43 31 
'iI<Od 39.52 9 45.54 5 18.14 45 20.10 41 
... Food Products 16.83 37 18.96 38 32.42 21 23.30 39 
.pIIIlS 30.38 15 43.21 8 26.18 28 64.50 6 
l,d.-\JcdJol 5.13 58 7.90 59 14.04 53 62.03 8 
;"lIlcudeli Textil.:s 20.81 28 28.87 21 31.20 22 43.44 12 
lItU4CProducts 29.66 18 20.78 35 51.79 4 100.69 I 
.kTc:.tiles 8.82 56 11.44 54 14.52 SO 81.99 2 
~Fibr.s 15.81 42 18.75 39 16.32 47 20.44 40 
AIbt:&FOIlIWllar 22.15 24 10.72 " -6.91 61 36.06 24 
"'_rod 3.37 59 16.87 44 56.82 3 17.13 SO 
~ 36.07 10 24.12 29 23.72 35 37.64 19 
W111l< 28.81 19 10.10 56 36.05 16 36.33 22 
;dtilis.:rs 17.84 34 26.70 25 11.24 54 17.77 45 
~ 65.76 I 19.24 37 31.08 23 33.66 27 
.llIo'lnorganic Cb.mi.;als 21.20 25 3U5 16 14.13 52 43.18 13 
1pIk: (lItmicals 14.87 45 14.28 51 14.52 50 13.19 54 
)u~ & fbamlll.:l.'U1i.;als 25.60 20 18.68 40 21.18 41 45.37 11 
.om1ilS & Toill1ri.:s 21.12 26 24.07 30 15.99 48 40.09 17 
,ldS 20.88 27 30.57 18 17.96 41 17.46 48 
:Id Pigm<nts 29.95 16 27.40 23 39.05 12 41.11 IS 
1~IIll<lOUS Ch.mi..:als -1.15 60 18.40 42 8.42 58 13.53 53 
1\&tJ(s & Plastic Products 55.41 2 42.30 9 40.82 9 29.06 32 
;\lIs&TuOO; 22.71 22 36.83 \3 24.28 32 26.01 36 
l.ibb.r & Rubb<r Products 20.36 30 73.15 1 35.69 17 26.79 34 
,1IIIIIt 14.72 46 18.44 41 24.75 31 26.36 35 
1dn.1orits & Ceramic Products 15.44 43 14.72 49 22.39 39 40.59 16 
GIm & Glass Products 17.15 36 2.38 61 5.48 59 10.51 59 
:lb.JnlJl-mdallic ~fin~'f31 Product 20.44 29 13.57 53 35.22 19 10.63 58 
:MmIlId & k\lellfl) 45.58 5 25.15 27 43.56 6 28.39 33 
\p:J1ge Iroo 14.36 48 51.61 4 71.20 2 76.07 3 
k1& Sta!l Products 14.69 47 29.07 20 36.40 15 24.24 38 
1\uJ Products 31.68 12 25.96 26 35.44 18 37.41 20 
ClliIg &Fogin~ 34.20 11 23.30 31 29.28 24 17.49 47 
k1Tubts&P~ 16.00 39 27.68 22 23.40 37 24.83 37 
(lbe' om-ferrous ~ktals -3.99 61 14.90 48 89.20 1 69.93 4 
lliminiwn&.-\luminium Products 30.83 14 27.02 24 39.36 11 34.46 25 
nm,s & COII1'ressors 16.18 38 16.40 45 20.05 42 12.76 55 
Bam~ 40.56 7 45.19 7 18.84 43 3.00 61 
llJiilg & Ind!. ~Iad!incry 18.45 33 24.76 28 28.18 26 19.04 43 
1.JI.£1...ui.:a1 ~lad!in.:r)' 19.76 31 19.63 36 24.20 33 18.65 44 
t».1rica1 ~Iadlinl!l') 31.10 13 37.64 12 18.24 44 36.73 21 
!)I Cdls&~'torage Ban .. 'lies 15.96 40 15.50 46 8.93 57 16.07 SI 
"11\'5& Cables 15.42 44 23.26 32 41.94 7 68.88 5 
~illi 46.92 4 33.28 15 41.29 8 33.90 26 
C.a-s 29.79 17 \3.89 52 26.45 27 14.14 52 
Tratm 44.18 6 71.39 2 25.84 29 36.09 23 
C.mncrcial \·.:hicl.:s IUS 53 57.81 3 23.79 34 9.61 60 
'-gaCars & J<-'qJs 10.42 54 6.75 60 23.60 36 31.79 29 
r .""n,~:ltrS 8.47 57 14.41 50 5.00 60 17.39 49 
womobil~ Ancillari.:s 15.85 41 21.91 34 9.03 56 12.41 57 
lllnifiold 12.16 50 45.49 .6 25.28 30 31.76 30 
liIo:eIllII<lOUS ~Ianufacturing 19.22 32 18.23 43 40.47 10 12.63 56 
il1dmg 22.47 23 22.49 33 23.33 38 39.20 18 
Ilm1ls & Min .. '!'al Products 50.88 3 37.97 11 36.58 14 57.66 9 
:J.wi.ily G<neralion 17.39 35 36.53 14 32.61 20 42.36 14 
ibwilg Ser. ic.:s 12.87 49 9.27 57 48.11 5 56.03 10 
:iUlUl1ioo & .-\llied Activities 11.71 52 31.49 17 9.97 55 17.57 46 

~oIelJ 9.03 55 8.07 58 14.95 49 19.87 42 
)baSa'li~ 24.26 21 40.14 10 37.91 13 62.75 7 
\111nduWi.:s 19.06 28.45 25.99 30.95 

;ource C.M.I.E. - Corporate Finance: Industry Aggregates November 1994, p.xxi. 
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51.6 Net Value Added 

It can be seen from that the percentage change over the previous year in the 

case of Net Value Added in respect of hotels was 4.66,33.40,23.46 and 43.41 for 

the respective four years from 1990-'91 to 1993-'94 (Table 5.6). The highest 

percentage change in Net Value added was in 1993-'94 (43.41) and the lowest in 

1990-'91 (4.66). The rank of hotels in respect of percentage change in the Net 

Value Added had changed from fifty fourth (1990-'91).to sixth (1993-'94). 

51.7 Gross Fixed Assets 

The percentage changes of Gross Fixed Assets over the previous year, in 

respect of hotels were 12.41,10.03,12.42 and 9.57 respectively for the four years 

from 1990-'91 to 1993-'94 (Table 5.7). The maximum was in 1992-'93 (12.42 per 

cent) and the minimum (9.57 per cent) in 1993-'94. There was a burst of 

investment activity in 1992- '93 in hotel properties to woo more tourists. The 

ranks of hotels in comparison to the other industries were fiftieth, fifty-second, 

fifty-first and fifty-seventh by way of percentage change over the previous year. 

This is because the major part of the investments in Fixed Assets of hotels is to be 

made at the time of their establishment itself and subsequent increases over the 

years in the established hotels will be small by way of repairs, renewals etc. 

52 Trends in Key Industry Ratios 

An analysis of the trends in some of the Key Industry Ratios : 1989- '90 to 

1993- '94 also helps to bring out the position of hotels among the sixty-one 
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TABLE 5.6 

'aHoIf« 21.42 28 3.26 58 4.77 45 27.57 19 

• 9.47 48 14.77 50 35.l2 5 75.96 1 
:.IiIcOiI 35.28 9 23.73 29 1.02 53 17.74 32 
:la Foud Produ.u 22.36 26 21.35 33 4.28 47 17.60 34 
:.-co 33.68 10 51.83 4 22.31 19 16.97 35 
311"l.-IW1ul 2.48 56 8.79 55 22.66 18 39.74 9 
: ... lIkt!do:d T~~il.:s 26.77 19 16.08 45 9.01 39 24.70 22 
III I Al~ Produ.u 20.12 33 1.82 60 24.93 15 10.71 52 
ilrTQtiI.:s 1.42 57 51.71 5 28.82 9 42.18 7 
...,flM::s 23.64 24 -2.08 61 2.80 49 44.37 5 
Jllhdfoot~.:ar 9.05 51 3.15 59 -14.05 60 45.46 4 
~.ood 20.27 32 22.03 31 24.96 14 15.51 40 

'" 18.12 36 17.20 44 5.64 41 23.27 24 
Wb.s 16.40 40 27.18 20 33.94 6 40.28 8 
illJlim 29.04 15 17.39 41 29.00 8 4.46 59 ... 20.75 30 39.15 10 21.79 21 16.48 36 
.. Hgani~ (bc:micals 27.78 17 11.39 52 27.58 11 3Q.42 17 
lpIic Ok:micals 18.87 35 30.21 16 .{J.41 57 4.93 57 
:np lPlwmacwticals 12.15 44 15.22 49 26.45 12 31.11 16 
,mIi<:s &: Toilltria> 24.57 22 17.88 39 17.43 18 18.14 31 
1IIU 9.31 49 35.21 12 0.82 54 10.30 53 
);Sl PigJlk'llls 25.17 20 21.76 32 21.31 22 19.60 29 
w-s (bc:micals ~.l5 60 20.04 34 29.36 7 15.41 41 
_ &; Plastic Produl1s 45.74 5 39.04 11 13.02 35 19.19 30 
7.roUubes 20.49 31 24.17 28 7.67 41 4.97 S8 
ilIIIIIr&: Rubba" ProduI1s 23.14 25 28.48 17 3.21 48 5.84 56 
Caa 89.35 2 41.86 9 -17.97 61 36.66 11 
iAtIlIits &; C.:ramic Produl1s 21.62 27 25.12 24 14.87 31 26.04 21 
GiIIl Glass Produw 21.19 29 24.24 27 1.57 SI -21.42 61 
IlicrllllHlWllic ~tin.:ral Produ.t 11.91 45 23.57 30 19.98 24 6.97 55 
lDJKI &: ~eller) 0.77 58 70.91 3 21.93 20 34.30 13 
~lroo 96.99 1 103.00 1 5.26 43 35.98 12 
~ l b:I Produw 11.39 46 24.74 26 10.96 38 12.53 47 
\101JI Produ\1S 7.69 52 26.50 21 13.65 33 12.10 43 
ClIiIg&: Fogin~ 17.10 37 17.37 42 ~.56 59 27.19 20 
~Tub.:s&; Pipes 44.15 6 15.61 47 18.46 25 3U5 IS 
Ilicr DCJI-fjffous ~Ictals -16.48 61 72.55 2 1.94 50 39.44 10 
1UDiIium&.-\luminium ProduI1s 9.26 50 12.61 51 20.75 23 12.65 46 
,... &: CGqJra>sOrS 19.75 34 17.54 40 25.89 13 .{J.31 60 
1IIIIiI~ 12.96 43 33.90 13 0.36 S6 13.52 43 
IiIII& &; Indl. ~\a.:hin«)· 30.33 13 24.85 25 8.47 40 11.09 50 
'icJI.E~1 ~\a.:hinel)· 31.39 11 11.11 53 13.60 34 8.10 54 
Elldrical ~lad!inel) 29.14 14 26.02 22 17.86 27 15.70 39 
~ CdIs&Slorage Battc:ri.:s 28.08 16 19.39 37 1.19 52 16.36 37 
'helC.bles 4.63 55 19.65 36 52.45 2 11.18 49 
tlllrtai..,. 31.01 12 46.22 6 0.56 SS 28.68 18 
~ 54.89 4 33.91 14 28.45 10 17.68 33 
IrlllOn 38.26 7 27.68 18 17.21 29 13.26 44 
C.....m.1 \·.:hjcl.:s 25.16 21 7.81 56 ~.27 58 19.92 27 
IIIIIF Can; &; .Io:q1. J().60 47 11.99 ~4 12.61 36 50.12 3 
1.~fI«I.:n 13.39 42 6.00 57 5.21 44 52.93 2 
lIIomOOiI~ .-\n,illan.:s 17.03 38 19.27 38 16.88 30 12.72 45 
ij.mililill 27.21 18 15.60 48 24.23 16 23.37 25 
llmilanwus Manula.turing 37.71 8 25.27 23 14.20 32 19.76 28 
Tag 16.37 41 15.69 46 1U1 37 16.19 38 
I!MaLl &: ~lineral Produl1s 59.14 3 45.20 7 18.46 25 15.45 41 
~y Gdleration 16.69 39 17.31 43 39.06 4 22.31 26 '!!wog s.ni~ -3.54 59 44.8S S 4.50 46 32.39 14 
CiIWIII1ioo &; .-\llioo A.tiviti.:s 4.95 53 19.92 35 40.11 3 10. SO 51 
BoIels 4.66 54 33.40 15 23.46 17 43.41 6 
:lbcrs.ni~ 24.55 23 27.49 19 56.75 23.42 23 
UIInckIsIri.:s 22.73 19.92 13.37 22.49 

Source C.M.I.E. - Corporate Finance: Industry Aggregates November 1994, p.xxi. 
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TABLE 5.7 

idCoff« 5.47 60 13.95 47 20.02 43 30.46 II 
Sap 37.84 3 28.\3 16 21.14 30 10.30 SS 

iiiIIeOiI 30.94 8 47.97 2 53.39 2 28.78 \3 
(k food Products 12.90 49 8.65 53 24.49 22 17.76 33 
CiplIles 20.09 24 29.38 14 23.37 24 26.27 16 
Sod AlcOOol 14.23 44 10.63 51 4.26 60 29.68 12 
\(Ikn BllIlded T ~lI1il.:s 25.81 \3 20.61 27 2UO 29 20.44 26 
Id .lute Products 16.05 37 \3.99 46 25.06 21 31.44 10 
liIIa'T~).1jles 17.80 31 4.78 59 13.33 48 41.62 4 
\IIHnado: Fie 16.56 36 19.97 30 13.50 46 16.53 37 
iAIbcr ol Footwear 12.24 52 7.85 54 4.88 59 2U8 24 
/iI"ood 11.09 55 5.97 S8 4O.11 9 12.86 48 

• 25.38 14 18.48 35 17.52 38 14.66 43 
\blics 18.35 28 23.48 21 35.85 10 39.57 S 
fllilison 22.27 19 20.72 26 8.05 57 6.44 58 
1lIIci&s 28.S3 9 36.78 6 29.50 16 18.24 29 
('6cr Incrganic Chemicals 52.81 I 27.05 17 15.32 42 14.66 43 
lqmic Chemicals 15.19 42 15.2S 42 14.35 45 10.S8 54 
inpol Phannao:uticals 24.19 15 20.05 29 17.18 39 24.46 22 
Camtics & Toildril!S 20.69 23 12.38 49 13.06 SO 16.11 39 
ha! 13.88 46 5.98 57 13.42 47 14.91 41 
~5 & PillJMll5 19.97 25 18.53 34 33.09 13 26.10 17 
l-.cloooous Cbemicals 5.13 61 6.35 55 10.61 55 14.91 41 
PIIIKIol Plastic Products 34.60 6 34.44 8 50.64 4 27.27 14 
lllaol Tubes 17.86 30 30.72 II 21.73 28 11.90 52 
RIIbbo:r ol Rubber Products 10.82 56 14.91 43 23.08 25 9.87 56 
CCllllSll 11.45 S4 14.87 44 21.13 31 16.63 36 
RdrKtories & C.nmic Products 12.99 47 13.86 48 19.51 34 25.48 21 
GIIiS ol Glass Products 6.56 59 4.09 60 13.15 49 17.88 31 
()\I<r noo-llkiallic Mineral Product 21.97 20 21.69 25 11.76 53 14.62 4S 
:Mmood & ,k.\ellery 36.03 4 35.93 7 45.99 7 32.56 8 
19oo&t 11'(1\ 22.58 17 54.74 I 44.33 8 82.87 I 
IlA:I & Stolel Products 27.73 10 40.85 4 33.50 12 17.78 32 
\14J1 Products 19.64 26 33.00 9 48.27 5 47.09 3 
C"lIg & Fogings 33.44 7 19.72 31 11.67 54 12.92 47 
kI T ub.:s & PipI!S 16.57 35 25.14 19 22.17 27 25.56 20 
\lhIruoo·f.:rrous ~I.uls 12.29 51 16.28 39 46.46 6 57.37 2 
\Uniliwn&.\luminiwn Products 15.24 41 20.25 28 68.37 I 26.42 15 
~ & COIll'T''''')rs 16.50 37 16.11 40 15.09 43 17.41 35 
m~ 40.57 2 38.42 5 17.01 40 5.93 59 
\lDiIg & 1ndI. Machinery 18.85 27 21.78 24 19.13 36 20.14 28 
'4I-EllXIrical Machinery 14.08 45 19.16 32 22.32 26 10.86 53 
EIolricaI \\achiner)' 21.97 20 23.43 22 19.12 J7 20.20 27 
i)\ Cdls&Storag~ Ban.:r11!S 16.79 33 18.58 33 8.75 56 12.16 50 
lins& Cables 2U5 22 14.08 45 34.60 11 38.51 6 
EIo1rooics 26.37 11 32.89 10 26.03 20 15.73 40 
C • .n 22.81 16 25.16 18 19.17 35 16.16 38 
lrt.1m 34.62 5 30.60 IJ 52.67 3 11.91 51 
C.mnen.ial \'chicll!S 12.96 48 23.00 23 23.61 23 21.04 25 
?mcng.:r Cars & ./eqJs 26.29 12 17.97 32 21.06 32 25.71 19 
;."",h«l<'TS 10.41 57 11.89 50 7.83 58 5.11 61 
.loloo1obik .-\n<.illaril!S 18.17 29 16.05 41 16.31 41 12.83 49 
~.rurl<d 15.55 40 43.46 3 12.19 52 13.76 46 
;lI!IldIaneous \lanufacturing 16.43 38 17.02 38 27.77 18 17.64 34 
indmg 22.35 18 28.33 15 31.43 15 26.07 18 
IImo:nIs&\lineral Products 16.60 34 18.28 36 14.71 44 21.83 23 
EJoln.ily Ualeration 17.20 32 30.69 12 29.14 17 33.47 7 
lb!IPitgSL'f\ius 8.70 58 UO 61 27.55 19 17.98 30 
C<IIinIl1ioo&Allied .-\ctiviti ... 14.95 43 24.17 20 ·3.10 61 5.77 60 
HoIels 12.41 50 10.03 52 12.42 51 9.57 57 
l)bo- Scn'ires 11.67 53 6.17 56 31.90 14 3U2 9 lJIlndu.qri.:s 19.13 25.1& 2\.19 19.85 

Source CM.LE. - Corporate Finance: Industry Aggregates November 1994, p.xxii. 
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industries The maIn ratios analysed here are (1) Asset Turnover Ratio (2) 

Current Ratio (3) PBDlT / Sales (4) 'PBDIT as percentage of Total Assets (5) 

Return on Net Worth and (6) Profit After Tax / Sales. These ratios are shown in 

Tables 5.8 to 5.13. 

5 2.1 Assets Turnover Ratio 

The Assets Turnover ratio of hotels was 0.469, 0.437, 0.532, 0.575 and 

0663 for the respective five years from 1989-'90 to 1993-'94 (Table 5,8). The 

highest among these was 0.663 (1993-'94) and the lowest 0.437 (1990-'91). The 

rank of hotels in this respect was sixtieth, sixtieth, fifty-nineth, fifty-seventh and 

fifty-second in the respective years. This shows that hotels had very low 

proportion of Asset Turnover. The investment in Fixed Assets such as land and 

building is huge in respect of hotels. The locational importance of hotels makes 

the land cost heavy. Then the construction of modern buildings which can 

outshine the existing ones requires substantial outlay. Costly machinery and 

equipments even imported, are required to furnish the hotel competitively with 

modern luxuries and comforts Construction of a modern five star hotel is 

estimated to cost more than RS.250/- crores. Hence the total cost of the assets of 

the hotel industry is enormous resulting in low Assets Turnover ratio. However, 

this ratio shows an upward trend except in 1990-'91. Heavy initial investment in 

Fixed Assets and long gestation period are the two characteristics of the hotel 

industry responsible for this. 
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TABLE 5.8 

TRENDS IN KEY RATIOS (ALL INDIA) : 1989-90 TO 1993-94 
ASSETS TURNOVER RA no 

i&fry 1919-90 I Rank I 199(J.91 I Rank I 1991-92 I Rank I 1992·9J I Rank I 199J.94 I Rank 

'~Holf<'I: \.191 39 1.294 26 1.228 30 1.080 36 1.122 28 .. 1.163 40 0.905 50 0.850 51 0.812 50 0.821 46 
:aI,:OIl U52 IS U29 IS 1.388 19 1.330 22 1.142 26 
.icr food Produl1s 1.944 7 1.981 6 2.080 4 1.861 9 1.768 7 

·9l1li:5 3.385 I 3.091 1 2.799 I 2.745 I 2.406 1 
.i.-\k:d1ol 1.962 6 2.071 4 1.953 8 1.955 6 1.735 8 
• .coll BllSldold T ~X1ill!; 1.292 30 1.229 36 1.1112 37 1.120 32 0.961 40 
lilt ~e ProdullS 1.812 10 1.988 5 1.924 10 1.423 16 1.460 15 
.IIIIJT(\1iles 1.040 44 1.034 46 1.275 24 1.421 17 1.041 35 
'-lminJdI Fibres 0.979 48 1.002 48 1.043 46 1.012 43 0.992 39 
AIboslFlXlw.:ar 2.124 5 1.955 7 2.069 5 1.975 5 1.886 5 
~YoOOd 1.196 38 1.402 20 1.377 21 1.113 33 1.226 23 

~ 1.468 19 1.257 31 1.201 33 1.080 36 1.028 36 
\lJht< 0.596 58 0.553 57 0.616 57 0.567 58 0.453 59 
';1\11_ 0.772 55 0.729 55 0.682 55 0.682 54 0.652 55 
10mb U55 14 1.352 23 1.381 20 1.359 20 1.253 21 
. .icr ~i~ <'b.:mi.:als 0.721 56 0.697 56 0.705 53 0.743 SI 0.641 56 
·.lplic <.bomi.:als 0.840 53 0.869 52 0.973 47 0.958 44 0.900 42 
)up l Plwmacalli.:als 1.518 17 1.544 14 1.556 12 1.600 10 1.533 12 
:.-silli & Toil.ui~ 2.150 4 2.152 3 2.184 3 2.134 2 1.934 4 
/Ill! 1.829 9 1.903 8 1.976 7 2.039 4 1.961 3 
:r."t Pip!ldlL~ 1.305 29 1.232 35 1.219 31 1.104 34 0.997 38 
'.bI.,ilmoous <'b.:mi''8ls 1.455 20 1.438 17 1.470 16 1.550 12 1.658 10 
~.dI.:s l P18!li~ Produw 1.268 32 1.054 42 0.971 48 0.855 49 0.795 48 
;\,dTubes 1.735 11 1.715 11 1.593 11 1.447 15 1.255 20 
bIN & Rubber Produw 1.600 13 1.561 12 1.228 28 1.014 42 0.746 49 
(all 0.987 47 1.132 39 1.227 30 1.078 38 1.137 27 
i$lorio:l; & C.:rami~ Products 1.024 45 1.047 43 1.147 42 1.044 40 0.843 45 
LW t Glass Produl1s 1.142 41 1.036 45 1.179 40 1.190 27 1.065 34 
l.lblflllll-llkUllic ~Iin.:ral Produd. 1.441 21 1.264 29 Ll81 39 1.076 39 1.101 30 
lIImd & k.\~II~· 1.046 43 Ll03 41 1.242 26 1.279 23 1.584 11 
"gtlroo 0.133 61 0.324 61 0.445 61 0.260 61 0.193 61 
todl SI<d Produl1s 0.942 50 0.876 51 0.820 52 0.721 53 0.661 53 
\IokI ProduIlS 1.329 28 1.199 37 1.114 43 0.939 46 0.851 44 
(lUIg" Fogings 1.076 42 0.929 49 0.950 49 0.736 52 0.658 54 
iI<d Tubes & Pip.:s 1.273 31 1.238 34 1.168 41 1.167 28 Ll72 24 
'klKl1·rMOUS ~I.uls 1.268 32 1.293 27 1.405 17 1.\44 30 0.726 50 
\lnliumAAluminium Products 1.539 16 1.243 33 1.234 27 1.078 38 0.857 43 
1'qII"C~ 1.228 37 1.162 38 1.203 32 1.267 24 1.245 22 
iIcnIp 0.8S0 52 0.777 53 0.686 54 0.643 56 0.670 51 
IIImglt Indl. ~\a.;hUlI."f) 1.017 46 1.104 40 1.046 45 0.935 47 1.002 37 
.. EIIWi .. 1 M.lhinl."f) 1.264 34 1.250 32 1.183 36 1.041 41 1.097 31 
~1~la.:hin~ 1.262 35 1.297 25 1.191 35 1.152 29 Ll68 25 
)I Cdls.tStorag~ Ban.:ri~ 1.918 8 1.847 9 1.937 9 1.943 7 1.841 6 
·lrolC.bl.:o; U90 24 1.362 22 1.273 2S 1.332 21 1.073 32 
~11li 1.432 22 1.261 30 1.294 24 1.127 31 1.072 33 (..-'" 0.907 5 I 1.041 44 \.113 44 1.192 25 1.351 16 
:,hI"" 2 .. 171 J 1.72<, 10 2.029 (, I.K81 K 1.500 13 
• ..nllII.T,'JI \.:111.:1.:.. 13!!2 2S USI 13 \.It!! ]9 0.941 45 1.113 29 
1_g.:r Cars" J,'q's 1.4111 23 1.376 21 1.533 14 1.504 13 1.342 17 
:,,~'"~t!~""'" 1.369 26 1.483 16 U55 13 1.590 11 1.728 9 
"'II11llnl( . \n,;lIari,.,. 1.239 36 1.292 2K 1.339 23 1.400 18 1.490 14 
~.nlfi.xl 0.959 49 1.006 47 0.882 50 0.870 48 0.814 47 
Ih1.l:Ilan<'\lUS \Ianufad.uring 1.346 27 1.318 24 1.402 19 1.262 25 1.338 18 
l:W11g 2.560 2 2.491 2 2.3 \(J 2 2.071 3 1.991 2 
'.!minis &. ~Iin.:ral Produd.s 1.666 12 1.414 18 1.518 15 1.394 18 1.277 19 
~,1)Gml!l'lli\lll 0.799 54 0.747 54 0.661 56 0.659 55 0.592 57 
ilIwll& S.nioes 0.500 59 0.552 58 0.606 58 0.443 60 0.388 60 
,.JIS/U<lioo &. .. \lIilld .-\d.i\'iti~ 0.603 57 0.544 59 0.447 60 0.537 59 0.586 58 
HoItls 0,469 60 0,437 60 0.532 59 0.575 57 0.663 52 
1lb.1~·il.'l:5 1.509 18 1.411 19 1.201 34 l.lO7 35 0.932 41 
ii1lndus1ries 1.171 \.\65 \,\17 1.044 0.981 

Source C.M.IE - Corporate Finance: Industry Aggregates November 1994, p.xxiii. 
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522 Current Ratio 

The Current Ratio of hotels during 1989-'90 to 1993-'94 was 1.05, 1.15, 

118, 1.20 and 1.50 for the respective five years (Table 5.9). There was steady 

increase in this ratio for the period under study. The rank of hotels among the 

sixty-one industries in respect of Current Ratio was sixty-one in 1989-'90. But it 

came to occupy the forty-fifth position in 1993-'94. Normally a Current Ratio of 

2 I is considered ideal. The highest is 1.5: 1 in the case of hotels. This is because 

the proportion of Current Assets to Total Assets is very low in hotels. The nature 

of hotel industry is such that it requires much less investment in Current Assets 

and hence the Current Ratio will always remain lower when compared to other 

industries. 

5.23 PBDIT / Sales 

The percentage of Profit Before Depreciation Interest and Tax on Sales for 

hotels was 3046, 27 78, 31.63, 31.29 and 36.87 for the years 1989-'90 to 1993-

'94 respectively The decline in this ratio in 1990-'91 was due to a fall in the 

tourist arrivals into the country. Hotels had maintained third rank among the sixty 

one industries in respect of PBDIT as a percentage of Sale .. throughout the period 

under study except in 1993- '94 when the rank of hotels was fourth. 

51.4 PRDIT as Percentage of Total Asut.~ 

The PSDIT / Totat Assets percentage of hotels had an increasing trend from 

1~ 28 (1989-'90) to 2444 (1993-'94) except in 1990-'91, when there was a 
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TABLE 5.9 

TRENDS IN KEY RATIOS (ALL INDIA): 1989-90 TO 1993-94 
CURRENT RATIO 

I~ 1989-90 I Rank I 1990-91 I Rank I 1991-9.1 I Rank I 1992-93 I Rallk I 1993-94 I Rallk 

:dMee 1.76 19 1.91 9 1.93 6 1.98 6 1.92 14 .- 1.55 34 1.31 53 1.22 57 1.30 57 1.65 36 
:ilc0il 2.24 5 2.25 3 2.42 2 2.07 4 1.77 22 
., food Products 1.58 30 1.51 29 1.55 30 1.65 25 1.78 19 
:..- 1.41 47 1.38 47 1.30 54 1.37 49 1.66 35 
:'AAbDol 1.53 36 1.39 43 1.37 49 1.49 39 1.67 34 
~Texliles 1.68 26 1.55 26 1.62 23 1.82 16 2.07 9 
III & Mc Products 1.07 60 1.14 59 1.11 61 1.11 60 1.40 53 
jrTClliles 1.34 54 1.25 56 1.33 52 1.32 55 1.47 48 
WHIde Fibres 1.76 19 1.62 18 1.59 26 1.69 23 1.73 27 
_&Footwear 2.34 3 1.60 21 1.67 18 1.54 34 1.69 30 
Il)'IOOII 1.95 10 1.75 JJ 1.64 21 1.74 19 1.84 17 
~ 1.48 39 1.49 31 1.49 37 1.41 46 1.75 24 
WIit5 2.36 2 2.64 1 2.25 3 2.12 3 1.65 36 
:~ 2.07 8 1.97 8 1.70 17 1.90 11 2.17 7 
?\D'idIs 2.\0 7 2.08 4 1.73 15 1.90 11 1.93 \3 
OIler bxganic QlIlIDicals 2.24 5 1.42 38 1.39 44 1.47 42 2.03 11 
'JpU Olanicals 1.85 13 1.99 7 1.88 7 1.87 15 1.79 18 
llf & Pbannaceuticals 1.55 34 1.50 30 1.54 32 1.52 37 1.76 23 
CIIIIdics &: Toiletries 1.72 24 1.66 17 1.51 34 1.53 35 1.78 19 
lids 1.39 49 1.43 37 1.60 25 1.72 21 1.69 30 
::,aAPigmads 1.57 31 1.53 27 1.63 22 1.58 32 1.78 19 
~Oiemicals 1.67 27 1.60 21 1.66 20 1.59 29 1.61 40 
~ & Plastic Produas 1.71 25 1.81 \0 1.78 12 1.65 25 1.64 38 
TllId:Tubes 1.53 36 1.44 35 1.46 39 1.49 39 1.59 41 
la &: Rubber Produas 1.61 28 1.21 57 1.43 41 1.38 48 1.44 50 
CdIIIIll 1.24 58 1.39 43 1.50 36 1.46 43 1.35 59 
ithdories & Ceramic Products 1.35 51 1.39 43 1.40 43 1.43 45 1.64 38 
GIlls & Glass Produas 1.47 40 1.71 14 1.74 14 1.53 35 1.53 44 
1)bcr1Kll-m<tallic Mineral Product 1.94 9 1.76 12 1.51 34 1.78 18 1.69 30 
[Mmmd &: Jewellery 1.46 42 1.52 28 1.67 18 1.90 11 2.06 \0 
$p(Dge Iroo 1.79 17 1.40 41 1.17 59 1.93 9 1.39 55 
b:I & Steel Produas 1.95 10 0.47 61 1.39 44 1.37 49 1.48 47 
lIIUlProducts 1.61 28 1.62 18 1.59 26 1.46 43 1.34 60 
Cditg &: Foging!l . 1.85 JJ 1.70 16 1.78 12 2.18 2 2.03 11 
b:I Tubes &: Pipes 1.35 51 1.38 47 1.36 50 1.33 53 1.40 53 
I)bcrlKll-ferrous Mltals 1.75 22 1.49 31 1.39 44 1.52 37 1.44 50 
. .uumilium&A1uminium Products 2.51 1 2.39 2 2.47 1 2.46 1 2.96 1 
PiDrl's &: CoqIressorli 1.77 18 1.56 25 1.56 29 1.59 29 1.68 33 
Bearilp 1.57 31 1.40 41 1.34 51 1.35 51 1.36 57 
Mi1iIg & hull. Madlincry 1.29 55 1.29 54 1.32 53 1.34 52 1.34 GO 
Sill-Electrical Machinery 1.41 47 1.34 50 1.28 56 1.31 56 1.39 55 
EIoWical Machinery 1.56 33 1.48 33 1.45 40 0.94 61 1.59 41 
IA)' CelIs&Storage Batteries 1.87 12 1.71 14 1.62 23 1.69 23 1.71 28 
~-I/lIi&:Cables 1.76 19 1.62 18 1.79 \0 1.92 10 2.83 3 
~ics 1.35 51 1.41 40 1.48 38 1.70 22 1.87 15 
COfIlluters 1.39 49 1.35 49 1.30 54 1.39 47 1.49 46 
Tradors 1.45 44 1.28 55 1.96 5 1.98 6 2,22 5 
COOlIIII1I'Cial Vehicles 1.47 40 1.44 35 1.59 26 1.57 33 1.56 43 
PlllCllger Cars & Jeeps 1.74 23 1.S7· 23 1.S3 33 1.49 39 1.36 57 
Twmeeler.; 1.28 56 1.33 51 1.39 44 1.59 29 1.70 29 
AI4omobile Ancillaries 1.81 16 1.77 11 1.79 10 1.64 27 1.74 25 
Dined 1.50 38 1.47 34 1.41 42 1.62 28 1.86 16 
MilceUaneous Manufacturing 1.85 JJ 1.57 23 1.55 30 1.79 17 1.74 25 
Trading 1.46 42 1.39 43 1.39 44 1.33 53 1.47 48 
~fio«als &: Mineral Products 1.42 46 2.07 5 2.25 3 1.96 8 2.37 4 
Eleari,ity Generation 1.12 59 1.10 60 1.17 59 1.22 58 1.44 50 
SbWing Services 1.45 44 1.32 52 1.72 16 1.74 19 2,95 2 
ClIIlIrudiOll & Allied Activities 2.31 4 2.04 6 1.88 7 2.02 5 2.14 8 

Hotels 1.05 61 1.15 58 1.18 58 1.20 59 1.50 45 
I)b.:r Services 1.28 56 1.42 38 1.81 . 9 1.88 14 2.19 6 
All Industries 1.62 1.36 1.52 1.56 1.71 

Source : C.M.I.E. - Corporate Finance: Industry Aggregates November 1994, p.xxiii. 
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TABLE 5.10 

TRENDS IN KEY RATIOS (ALL INDIA) : 1989-90 TO 1993-94 
PBDIT /SALES 

.." 1989-90 I Rank I 1990-91 I Rank I 1991-92 I Rank I 1992-93 I Rallk I 1993-94 I Rallk 

'dCoffee 22.86 6 23.91 5 21.85 7 2l.58 7 19.28 11 

'er 14.61 20 14.05 26 13.79 35 15.40 25 25.54 5 
:ile0il 7.84 55 7.76 57 7.57 59 6.68 59 7.12 60 
iIcr Food Products 10.77 40 11.56 38 11.23 46 9.90 54 10.56 52 

~ 6.10 58 7.42 58 9.47 54 10.05 52 10.87 51 
idAlanol 10.04 48 7.93 56 8.57 56 9.66 55 12.11 43 
:D1l1i21ded Textiles 13.52 26 15.93 17 15.66 21 14.64 32 16.25 22 
iutJ\le Products 6.58 57 6.94 59 7.67 58 10.28 50 9.03 58 
kTeJiIiles 11.59 35 10.10 48 12.35 42 11.65 44 14.64 30 
IlHade Fibres 16.51 12 17.48 14 14.03 30 13.23 36 16.47 19 
.. &;Footwear 6.04 59 6.92 60 5.51 60 2.40 61 8.29 59 
~\tood 12.05 33 11.36 39 12.51 39 13.99 34 13.56 35 

'" 15.08 17 15.15 24 15.64 22 14.18 33 14.41 32 
\hIiai 27.83 4 2.7.62 4 28.09 4 30.48 4 37.49 2 
;1I1iIim 19.13 8 21.69 7 20.26 12 24.27 5 21.84 6 
'Sicides 14.96 19 15.07 25 17.59 14 16.70 15 16.32 20 
• Inorganic Chemicals 17.06 11 18.36 11 15.03 26 16.67 16 18.62 14 
'JpJic Cbemica1s 21.48 7 22.63 6 22.01 6 19.84 11 16.90 17 
Jup &; Pharmaceuticals 10.58 44 10.18 47 9.98 52 11.02 47 12.51 41 
(iIIII1ics &; Toilruies 10.74 41 lLl5 43 lLl8 48 11.89 42 11.80 47 
?aD 8.72 53 8.48 54 10.48 51 9.15 56 9.24 57 
~ &; Pigments 11.37 37 12.90 31 14.02 31 14.67 30 16.31 21 
\&i:elIaneous OIemicals 11.03 38 8.78 52 9.91 53 12.97 38 13.05 37 
?laCirs &; Plastic Products 10.81 39 14.03 27 16.11 17 15.69 21 15.59 27 
;~lII&;Tubes 10.15 47 9.59 49 10.63 50 10.03 53 9.60 56 
iuIiicr &; Rubber Products 8.12 54 8.59 53 lLl9 47 1Ll2 46 11.92 44 
(anml 11.98 34 19.22 9 21.83 8 15.67 22 16.07 23 
iIfuaories & Ceramic Products 15.69 14 16.10 16 15.75 19 16.21 19 18.72 13 
calGlass Products 15.67 16 18.18 13 21.00 9 18.08 14 12.19 42 
Ilhcr oCll-mdaUic Mineral Product 12.55 28 12.67 33 12.91 38 14.79 29 14.54 31 
:Mmood & Jewellery 12.07 32 10.66 45 15.17 24 13.39 35 11.69 49 
~gelroo 44.81 1 37.88 1 33.73 2 43.19 1 36.92 3 
!lA:! l Steel Products 15.01 18 15.27 22 16.41 15 15.65 23 15.88 25 
\IIal Products 12.12 31 11.61 37 13.92 33 14.67 30 13.26 36 
Cails & Foging-; 15.67 15 15.40 19 16.13 16 15.07 27 18.94 12 
!lA:! Tubes & Pipes 7.57 56 10.93 44 11.34 45 10.57 49 11.85 46 
llb«oCll-ferrous Metals 13.95 24 9.48 50 13.66 36 10.71 48 14.31 33 
\ilminium&A1uminium Products 18.45 9 18.88 10 17.86 13 19.83 12 21.47 7 
/wqJs & Compressors 13.87 25 15.33 21 15.11 25 16.60 17 15.88 25 

Mf 24.75 5 21.61 8 23.16 5 20.75 8 20.59 8 
Ifllilg& hull. Machinery 13.02 27 13.79 29 15.89 18 15.34 26 14.16 34 
I.Ji.Elewical Machinery 9.12 51 11.23 41 11.l6 49 12.14 41 11.80 47 
~l Machinery 1l.52 36 11.84 35 12.51 39 12.89 39 12.88 39 
:lyCells&Storage Batteries 5.87 60 9.02 51 9.21 55 8.61 57 10.25 55 
rlRS &; Cables 12.30 30 11.23 41 13.98 32 15.43 24 ·15.05 29 
!lolnnics 10.25 46 11.27 40 13.92 33 12.22 10 12.70 40 
CaJlI\IIIrs 9.71 49 13.18 30 15.62 23 14.84 28 11.87 45 
loom 9.28 50 10.33 46 11.53 44 11.86 43 12.94 38 
CrA!lDl'lcial Vehicles 12.40 29 12.90 31 11.86 43 10.25 51 10.34 54 
1Iscoga- Cars & Jeeps 8.81 52 8.24 55 7.92 57 6.97 58 10.54 53 
T ro-wbeelers 14.52 21 13.89 28 13.58 37 13.20 37 16.02 24 
.1IIccDobile Ancillaries 16.12 13 15.88 18 15.72 20 16.01 20 15.38 28 
OiIlIIified 14.18 23 15.39 20 14.77 29 16.56 18 16.66 18 
\faa:Illlleous Manufacturing 10.40 43 11.98 34 12.47 41 11.63 45 11.65 50 
Tag 5.13 61 5.00 61 5.14 61 4.90 60 5.34 61 
\1iicnIs & Mineral Products 10.74 41 17.08 15 20.69 11 20.16 9 17.82 16 
EbDicily GlJlcration 14.28 22 15.16 23 15.03 26 18.26 \3 18.43 15 
IliWingS.:rvices 41.07 2 32.79 2 39.90 1 42.41 2 48.45 I 
CllWUaion & Allied Activities 17.83 10 18.20 12 20.76 10 24.11 6 19.99 ') 

HOlels 30.46 3 27.78 3 31.63 3 31.39 3 36.87 4 
Clhcr~ces 10.27 45 11.79 36 14.96 28 19.85 10 19.49 10 
\IIJndu&ries 13.30 14.14 14.41 14.49 15.15 

Source : C.M.I.E. - Corporate Finance: Industry Aggregates November 1994, p.xxiv. 
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TABLE 5.11 
TRENDS IN KEY RATIOS (ALL INDIA): 1989-90 TO 1993-94 

PBDIT I TOTAL ASSET 
IIiIutry 1989-90 I Rank I 1990-91 I Rank I 1991-92 I Ral/k I 1992-93 Ral/k I 1993-94 I RClflk 

TdColfee 27.22 2 30.94 1 26.84 2 23.31 4 21.63 7 
Supr 16.99 24 12.72 50 11.72 56 12.51 48 20.98 10 
EdilJIeOil 12.16 51 11.87 56 10.50 59 8.88 60 8.13 60 
!ib« Food Products 20.94 7 22.90 6 23.35 10 18.42 19 18.66 17 
CiprdIe& 20.65 8 22.94 5 26.52 4 27.57 2 26.15 2 
BedAloohol 19.71 12 16.42 25 16.74 34 18.89 16 21.02 9 
CdImIBlended Textiles 17.47 20 19.57 13 18.51 19 16.41 30 15.62 32 
Me&; Jute Products 11.93 53 13.79 43 14.75 44 14.63 37 13.19 45 
!ib«Texliles 12.06 52 10.45 60 15.75 36 16.56 2K 15.24 34 
MIl-made Fibres 16.17 27 17.52 19 14.63 45 13.38 44 16.34 25 
i.aIba" &. Footwear 12.82 47 13.53 45 11.40 57 4.74 61 15.64 31 
lI)wood 14.41 38 15.92 28 17.22 29 15.57 33 16.63 24 
PIper 22.15 5 19.04 14 18.79 18 15.32 34 14.81 37 
Alkalies 16.60 26 15.27 36 17.30 28 17.28 23 16.97 23 
Fcrtiliscrs 14.77 35 15.81 30 13.81 48 16.55 29 14.25 38 
Paticides 23.27 3 20.38 10 24.30 7 22.71 5 20.46 11 
()hcr Inorganic Chemicals 12.30 50 12.79 49 10.60 58 12.38 49 11.94 51 
(kpuic Cltemicals 18.03 15 19.65 12 21.42 12 19.00 15 15.22 35 
Drup &. Pbannaceuticals 16.06 29 15.72 32 15.52 38 17.63 22 19.17 14 
COSIJIItics &. Toiletries 23.10 4 23.99 3 24.41 6 25.37 3 22.82 5 
Paiols 15.94 32 16.14 26 20.72 15 18.64 18 18.12 22 
ilyII &. Pigments 14.84 34 15.90 29 17.10 30 16.19 31 16.26 26 
Miscellaneous Chemicals 16.04 31 12.62 51 14.57 46 20.11 14 21.63 7 
Plalics &. Plastic Products 13.71 42 14.79 38 15.64 37 13.41 43 12.40 49 
TYIlS &. Tubes 17.62 19 16.45 24 16.94 31 14.51 38 12.05 50 
Rubber &. Rubber Products 12.98 46 13.40 47 13.75 49 11.28 53 8.89 59 
CanarI 11.82 54 21.76 7 26.78 3 16.90 26 18.28 20 
Rlfraaories &. Ceramic Products 16.06 29 16.85 20 18.07 21 16.91 25 15.78 30 
Glass &; Glass Products 17.89 17 18.83 15 24.75 5 21.52 9 12.99 46 
c.JtQ" nOll-mftallic Mineral Product 18.09 14 16.00 27 15.25 41 15.91 32 16.01 29 
Diamood &. Jewellery 12.62 48 11.76 57 18.83 17 17.12 24 18.52 18 
Spooge /rOIl 5.94 61 12.28 53 15.02 42 11.24 55 7.13 61 
~ &; Steel Products 14.13 40 13.37 48 13.45 50 11.28 53 10.50 57 
M4aI Products 16.11 28 13.92 42 15.51 39 13.77 41 11.28 54 
CUing &. Foging:; 16.86 25 14.30 39 15.33 40 11.09 56 12.46 48 
Sl!el Tubes &. Pipes 9.64 59 13.53 45 13.24 51 12.33 50 13.88 41 
c.JtQ" DOlI-ferrous Maals 17.69 18 12.27 54 19.20 16 12.25 51 10.39 58 
Aiuminium&.A1uminium Products 28.39 1 23.48 4 22.04 11 21.38 10 18.41 19 
~s &. Compressors 17.03 23 17.81 18 18.18 20 21.04 11 19.77 12 
Bcarin~ 21.04 7 16.78 21 15.88 35 13.33 45 13.80 42 
Mining &. lndl. Machinery 13.25 44 15.23 37 16.63 34 14.34 40 14.18 39 
Sal·Electrica1 Machinery 11.52 55 14.04 41 13.20 52 12.64 47 12.94 47 
El«1rical Machinery 14.53 37 £5.36 34 14.91 43 14.85 35 15.05 36 
DryCells&Storage Batteries 11.25 57 16.66 22 17.84 24 16.73 27 18.88 15 
WIreS &. Cables 17.11 22 15.29 35 17.80 25 20.56 13 16.15 27 
EiedrOllics 14.67 36 14.21 40 18.01 22 13.77 41 13.62 43 
Coo-4Juters 8.81 60 13.73 44 17.38 27 17.69 21 16.04 28 
Tooors 22.03 6 17.83 17 23.40 9 22.30 7 19.41 I3 
Conunercial Vehicles 17.14 21 20.00 11 14.01 47 9.64 59 11.51 53 
PISSalgQ" Cars &. Jeeps 12.49 49 11.34 58 12.13 54 10.48 57 14.15 40 
Two-\\heelers 19.87 12 20.61 8 21.11 13 20.98 12 27.68 1 
Automobile Anc;lIaries 19.98 11 20.52 9 21.04 14 22.41 6 22.93 4 
Diversitied 13.60 43 15.49 33 13.03 53 14.40 39 13.56 44 
MiKellaneous Manufacturing 13.99 41 15.79 31 17.48 26 14.69 36 15.58 33 

TIding 13.13 45 12.44 52 11.86 55 10.14 58 10.64 56 
MinC"31s &. Mineral Products 17.90 16 24.14 2 31.41 I 28.09 1 22.76 6 
EI«1ridly Gmcration 11.42 56 11.33 59 9.93 60 12.03 52 10.92 55 
l1Iipping Services 20.55 10 IK.IO 16 24.17 K 1R.79 17 IK.!W 1(, 
CaWuruOll &. Allied Activities 10.75 58 9.90 61 9.28 61 12.95 46 11.71 52 

Hotels 14.28 39 12.15 55 16.82 32 18.00 20 24.44 3 
00iQ" Services 15.50 33 16.64 23 17.Q7 23 21.97 8 18.18 21 
All Industries 15.58 16.47 16.09 15.13 14.86 

Source : C.M.I.E. - Corporate Finance: Industry Aggregates November 1994, p.xxiv. 
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TABLE 5.12 

TRENDS IN KEY RA nos (ALL INDIA) : 1989-90 TO 1993-94 
RETURN ON NET WORTH 

1.[1 1989-90 I Rallk I 1990-91 I Rallk I 1991-92 I RUllk I 1992-93 Rallk I 1993-94 I Rallk 

Tca & Coffee 27.58 8 30.21 6 23.84 14 20.14 17 21.88 13 
SGp! 26.96 10 15.72 38 6.01 58 3.04 57 33.01 2 
Edible Oil 16.15 36 13.72 47 9.67 54 3.85 56 4.54 60 
00xr Food Products 23.63 15 26.09 11 22.94 17 13.99 38 17.08 28 
Ciprdtes 36.17 3 45.47 1 41.85 3 41.38 1 29.84 4 
BcICr&Alochol 22.82 16 17.32 34 17.18 34 22.29 12 39.12 1 
Cd!m/Blcnded Textiles 17.09 32 23.75 17 18.21 31 13.03 43 14.47 39 
be & Jute Products 22.21 17 36.24 2 18.60 28 34.72 3 17.70 23 
00xr T ex1iles 6.20 56 -9.24 61 20.21 26 21.29 16 23.07 10 
~lm-made Fibres 17.42 31 18.06 29 8.28 56 4.40 55 17.11 27 
laIher & Footwear 16.35 33 11.56 54 -2.14 61 -30.10 61 11.60 50 
!'I)wood 18.09 29 14.59 45 16.21 40 14.46 36 15.63 32 

~ 34.92 4 30.53 5 21.24 21 15.26 30 13.18 47 
:Ilblies 9.31 53 13.36 49 16.36 30 21.47 14 27.51 6 
FcIIilise!s 9.35 52 14.48 46 13.12 46 13.42 39 10.19 54 
PlIticides 29.46 6 25.75 14 27.31 7 26.07 7 22.03 12 
00xr Inorganic Chemicals 13.74 45 15.47 39 10.63 52 -1.93 60 8.92 56 
Orgmic Cbemicals 18.30 27 18.35 28 21.48 20 15 .. 33 29 12.41 48 
Drup & Atannaoeuticals 19.01 24 15.09 42 14.55 44 17.75 21 19.25 17 
Cosmdics &. Toiletries 26.25 11 29.66 7 30.30 5 29.19 4 22.11 11 
Paills 25.42 13 17.66 30 23.32 16 16.09 25 17.86 22 
Dy\'S & Pigments 16.13 35 21.58 21 16.40 38 16.08 26 17.39 24 
MisQeUaneous Chemicals 11.52 48 2.02 59 5.70 59 21.85 13 21.84 14 
PWlics & Plastic Products 7.86 54 22.32 19 26.15 10 14.58 35 14.27 41 
T)TeS &Tubes 20.97 19 20.68 23 21.49 19 11.48 46 5.79 59 
Rubber & Rubber Products 25.99 12 25.76 13 26.56 9 25.84 6 11.34 52 
Canmt -17.58 61 32.15 4 34.73 4 14.93 33 24.44 7 
Refll\1ories &. Ceramic Products 15.95 38 16.31 36 18.47 29 16.51 24 17.39 24 
Glass & Glass Products 14.51 43 17.47 32 20.50 23 18.02 20 4.04 61 
00ier om-metallic Minera I Product 16.27 34 14.93 43 11.45 50 13.36 40 13.68 46 
Diamond & Jewellery 29.12 7 17.48 31 27.03 8 22.75 11 23.08 9 
Spmge lrm 23.18 14 11.07 56 25.40 13 15.34 28 16.69 29 
\led & Steel Products 12.77 47 11.39 55 11.85 48 5.86 52 7.85 57 
~idJI Produds 21.17 18 15.39 40 17.92 33 14.23 37 14.53 37 
Camg & fogings 18.20 28 16.67 35 11.42 51 1.33 59 7.46 58 
Sted Tubes &. Pipes -7.67 59 4.04 58 8.57 55 5.75 53 17.33 26 
00ier om-Ierrous Metals 19.50 22 0.66 60 25.52 12 16.63 23 18.33 20 
:lIuminium&.A1uminium Products 37.19 2 23.82 16 21.07 22 19.12 18 15.45 33 
~s & Compressors 19.06 23 18.70 26 18.44 30 24.38 9 18.20 21 
Bcarin~ 30.59 5 18.76 25 20.34 24 10.74 48 11.18 53 
Miling & Ind!. Madlinery 18.88 25 25.80 12 23.56 15 15.26 30 15.16 36 
~·Eledrical Madlinery 6.63 55 22.00 20 12.96 47 12.67 44 11.89 49 
~cal MadJinery 14.18 44 24.27 15 21.74 18 16.00 27 15.72 31 
~ Cells&.Storage Batteries 1.11 58 18.36 27 18.10 32 8.30 51 14.14 42 
Win's&Cables 18.56 26 11.70 53 14.76 42 22.77 10 18.50 19 
E1cdrooics 15.65 41 28.68 8 28.91 6 10.99 47 15.40 35 
CoqIuters -10.97 60 15.27 41 17.07 35 13.14 41 14.01 43 
Trntors 27.39 9 27.21 10 25.68 11 18.97 19 18.74 18 
Cm!mercial Vehicles 19.90 21 22.86 18 14.62 43 1.54 58 9.37 55 
Pmalger Cars &. Jeeps 15.89 39 13.02 51 5.39 60 4.73 54 15.89 30 
Tw~eelers 15.69 40 17.44 33 14.86 41 14.73 34 27.63 5 
.-\ltomobile Ancillaries 15.99 37 16.22 37 14.15 45 13.09 42 14.29 40 
Diversified 9.92 sO 14.71 44 9.87 53 12.55 45 13.96 44 
MisQeIlaneous Manufacturing 13.74 45 19.25 24 19.56 27 10.29 49 14.50 38 
Trading 20.80 20 20.69 22 17.04 36 9.40 50 11.60 50 
~literals & Mineral Products 9.44 51 34.50 3 44.42 2 34.94 2 23.51 8 
Elearicity Generation 15.21 42 13.70 48 11.56 49 15.21 32 13.74 45 
llIWing Services 45.77 1 27.22 9 46.16 1 24.48 8 19.95 16 
CiXWUdion &. Allied Activities 6.17 57 5.84 57 7.10 57 17.41 22 15.41 34 

Hotels 17.75 30 12.56 52 20.26 25 21.40 15 32.03 3 
(Xher Services 11.23 49 13.20 50 16.&8 37 28.70 5 20.88 15 
:Illlndustries 15.56 18.48 16.64 13.34 15.58 

Source : C.M.I.E. - Corporate Finance: Industry Aggregates November 1994, p.xxv. 
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TABLE 5.13. TRENDS IN KEY RATIOS (ALL INDIA): 1989-90 TO 1993-94 
PAT I SALES 

[1Ibutry 1989-90 I Rank I 1990-91 I Rank I 1991-92 I Rank I 1992-93 Ra"k I 1993-94 I Rank 

TdCoffee 9.70 5 10.63 1 8.85 6 8.60 6 8.98 7 
Sugar 6.26 10 4.02 34 . 1.35 58 0.76 56 13.42 5 
fjbleOiI 2.76 44 3.22 44 2.96 49 1.67 50 2.16 57 
Oba- Food Products 4.80 17 5.29 18 4.38 24 3.51 33 4.93 36 
CipntIes 2.36 45 3.42 40 3.46 38 3.68 30 4.43 42 
lIcrr&Alcohol 3.27 36 2.25 53 2.28 52 3.10 40 6.09 22 
CdlcnlBlended Textiles 3.44 34 5.50 15 4.24 25 3.36 36 5.74 26 
.iU & Jute Products 1.17 56 2.16 54 1.37 56 3.36 36 4.14 43 
Oba-Textiles 1.18 55 -1.36 61 2.48 51 2.95 43 6.76 15 
MII-made Fibres 4.41 23 4.79 25 2.02 53 1.30 53 5.69 27 
lAther & Footwear 1.31 53 1.70 57 -0.27 61 -3.02 61 2.25 56 
Pl)wood 3.38 35 3.28 43 4.15 27 4.50 25 4.59 40 
PIper 5.81 9 5.75 12 3.97 30 3.58 31 5.30 30 
Alkalies 4.62 21 6.48 9 7.29 8 10.77 4 21.70 3 
FIIIiIiseri 4.13 28 6.79 6 5.91 12 6.45 13 6.39 21 
l'!aicides 6.34 9 5.67 13 7.17 9 6.73 12 6.93 13 
()ber Inorganic Chemicals 4.40 24 6.79 6 3.91 31 -0.60 60 4.78 37 
~cClu.micals 6.49 8 6.68 8 7.34 7 5.45 17 5.43 29 
Drup & Pharmaceuticals 3.57 32 2.98 46 2.84 50 3.53 32 5.10 34 
~cs & ToilWies 4.71 18 5.26 19 5.10 19 5.18 20 5.18 32 
PaiU 3.87 31 2.60 51 3.77 32 2.78 45 3.34 50 
Oyes&Pigmt'l1ts 3.07 39 4.45 31 3.32 41 3.74 29 5.91 23 
~lisceIlaneous Chemicals 2.29 47 0.39 59 1.15 59 4.68 23 5.\3 33 
PWtics & Plastic Products 1.59 52 4.80 24 5.89 \3 6.23 16 6.68 17 
T)TIS &Tubes 3.10 38 3.16 45 3.43 40 2.00 49 1.12 61 
Rubber & Rubber Products 2.93 41 3.29 42 4.19 26 4.62 24 4.03 44 
Canart -2.66 61 5.36 17 6.64 11 3.09 41 5.82 25 
Refractories & Ceramic Products 4.71 18 4.71 26 5.07 20 4.86 22 7.42 10 
Glass & Glass Products 3.54 33 4.98 22 5.81 14 5.23 18 1.21 60 
Oher noo-metallic Mineral Product 5.06 13 4.69 28 3.22 44 4.00 28 4.72 39 
Diamood & Jewellery 7.40 7 5.57 15 9.06 5 7.93 8 6.63 18 
Spmgelroo 17.65 1 9.81 2 14.15 2 22.88 I 24.11 1 
Steel & Steel Products 4.93 16 4.29 32 4.09 29 2.24 48 3.67 48 
Mdal Products 4.27 26 3.32 41 4.49 23 5.23 18 5.20 31 
CUing & Fogings 5.16 12 4.90 23 3.27 42 0.59 58 4.01 45 
Steel Tubes & Pipes -0.92 59 0.52 58 1.36 57 0.95 55 3.30 51 
Oher noo-fc:nous Metals 4.22 27 0.13 60 4.97 21 2.89 44 7.14 11 
.ijwninium&A1uminium Products 9.28 6 8.20 4 7.04 10 7.86 9 10.52 6 
~s & Compressors 5.41 11 5.67 13 5.24 17 6.91 11 5.83 24 
mgs 10.13 4 5.92 11 5.81 14 3.32 38 3.67 48 
Mining & hull. Madlinery 3.98 29 5.25 20 5.48 16 4.46 26 4.57 41 
Soo·Electrical Madlincry 0.74 57 2.67 50 1.50 55 1.55 52 1.83 5S 
Eledrical Machinery 2.57 45 4.01 35 3.61 34 3.40 35 4.76 38 
Dry Cells&l>'torage Batteries 0.23 58 3.83 37 3.47 37 1.60 51 2.80 54 
Wires & Cables 4.43 22 2.78 49 3.74 33 6.25 15 6.28 20 
Elewooics 1.80 50 3.90 36 4.68 22 2.69 47 5.56 28 
COIIlJutm -2.14 60 2.83 47 3.07 46 2.74 46 2.99 53 
T!8(tors 3.98 29 4.71 26 5.14 18 4.39 27 4.99 35 
Coonna-cial Vehicles 4.39 25 4.65 29 3.07 46 0.41 59 2.29 55 
Passenger Cars & Jeeps 2.21 48 1.87 55 0.79 60 0.72 57 3.19 52 
Two-wheelers 3.18 37 3.52 39 3.10 45 3.32 38 6.50 19 
AIIIomobile Ancillaries 4.70 20 4.50 30 3.61 34 3.41 34 3.72 47 
Oi\'erSified 2.90 42 4.22 33 3.23 43 4.92 21 6.74 16 
~lisceIlaneous Manufacturing 2.77 43 3.66 38 3.49 36 2.99 42 3.93 46 
Tl1Iding 1.73 51 1.73 56 1.57 54 0.99 54 1.53 59 
Minerals & Mineral Products 1.30 54 6.03 10 10.40 4 9.45 5 8.45 8 
Eledricity"Generation 5.46 10 5.25 20 4.11 28 6.45 13 6.87 14 
l1Iipping Services 13.37 2 9.21 3 20.36 I 17.65 2 22.77 2 
Coo!truction & Allied Activities 3.02 40 2.82 48 3.44 39 7.98 7 7.cJ4 12 

Hotels 10.66 3 7.69 5 11.1'8 3 12.93 3 21.1 .. ... 
OOIer Services 1.95 49 2.45 52 3.01 48 7.42 10 7.6& 9 
All Industries 3.64 4.45 4.07 3.86 5.59 

Source: C.M.I.E .. - Corporate Finance: Industry Aggregates November 1994, p.xxv. 
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decline in this ratio (12.15) (Table 5.11). A tremendous improvement in the rank 

of hotels from thirty-ninth in 1989- '90 to third in 1993 - '94 can be noticed in 

comparison with other industries under study. 

5.2.5 Return on Net Worth 

The ratio of Return on Net Worth steadily increased from 17.75 per cent 

(1989-'90) to 32.03 per cent (1993-'94) for hotels except in 1990-'91 when it fell 

down to 12.56 per cent (Table 5.12). The rank of hotels among the sixty-one 

industries improved from thirtieth (1989-'90) to third (1993-'94). This is a green 

signal for the investors in hotels as it assures a safe return on their investment. 

5.2.6 Profit After Tax (PAT) / Sales 

The Profit After Tax as percentage of sales for hotels was 10.66, 7.69, 

11.08,12.93 and 21.14 for the respective five years from 1989-'90 to 1993-'94 

(Table 5.13). There was a steady increase in the ratio for all the years under study 

except in 1990- '91, when there was a decline (7.69 per cent). The rank of hotel s 

among the sixty-one industries was third, fifth, third, third and fourth during the 

respective years under study. This shows that hotels remained one of the best four 

industries under the survey in respect of P AT / Sales. 

5.3 Key - Industry Ratios of Hotels: 1989-'90 to 1993-'94 

The growth of the hotel industry in India is depicted by the Trends in Key 

Industry Ratios of hotels as shown in Table 5.14. The ratios are broadly classified 

into: 
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1. Asset Utilisation Ratios 

2. Liquidity Ratios 

3. Structure of Assets and Liabilities 

4. Profitability Ratios 

5. Structure of Value Added 

6. Growth 

Among the Key Industry Ratios of hotels the most important ones are 

discussed below: 

5.3.1 Asset Utilisation Ratios 

The following ratios fall under this head: 

(a) Asset Turnover Ratio 

(b) Total Assets/Sales 

(c) N.F.AlSales 

(d) Current Assets/Sales 
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(a) Asset Turnover Ratio: This ratio has already been discussed in relation to 

sixty one industries to bring out the rank of the hotel industry among other 

industries. 

(b) Total Assets / Sales : The Total Assets / Sales ratio of hotels was 2. 133, 

2.286,1.881,1.739 and 1.508 for the respective five years from 1989-'90 

to 1993-'94 (Table 5.14). The decreasing trend shown here is due to the 

increase in sales over the years which is a very good indicator of the 

prospects of the hotel industry in terms of improved Asset Utilisation year 

after year. 

(c) NFA / Sales: Net Fixed Assets / Sales increased from 1.608 in 1989-'90 

to 1. 662 in 1990-91 for hotels. But continuously decreased to 1. 3 22 in 

1991-'92, 1.169 in 1992-'93, and 0.970 in 1993-'94 (Table 5.14). The 

decrease in the ratio again indicates better Asset Utilisation. 

(d) Current Assets / Sales : The current Assets / Sales ratio in respect of 

hotels was 0.524, 0.624, 0.559 and 0.539 during the years 1989-'90 to 

1993-'94 respectively (Table 5.14). It is also discernible from Table that 

among the Assets Utilisation Ratios based on sales, the proportion of the 

Current Assets/Sales was the lowest and ranged between 0.524 to 0.624 

during the above period. The proportion of Total Assets/Sales ranged 

between 1.508 to 2.286 and that of the N.F.A/Sales between 0.970 to 1.662 



TABLE 5.14 

KEY RATIOS - HOTELS ~ALL INDIA) 

Assets Utilization Ratios 

Salesrrotal Assets 
Total Assets/Sales 
NFAlSales 
Current Assets/Sales 

Liquidity Ratios 

Debt Equity 
Current Ratio 
Working Capital/Sales (%) 
Avg. Days ofFG Stocks 
Avg. Days of Debtors 

Structure of Assets & 
Liabilities 

NF Motal Assets (%) 
Current Assetsrrotal Assets (%) 
Net Worthrrotal Liabilities (%) 
Borrowingsrrotal Liabilities (%) 
Current Liab.rrotal Liabilities 

Profitability Ratios 

PBDIT as % Sales 
PBDIT as %Total Assets 
PBDIT as %Capital Employed 
PBT as % Sales 
PAT as % Sales 
Return on NetwWorth 

Structure of Value Added 

WagesNalue Added (%) 
Interest Nalue Added (%) 
PBT Nalue Added (%) 

1989-90 

0.469 
2.133 
l.608 
0.524 

1.72 
1.05 
2.42 

15.00 
46.00 

75.42 
24.58 
28.16 
48.39 
23.45 

30.46 
14.28 
18.66 
11.74 
10.66 
17.75 

37.31 
26.93 
24.84 

1990-91 

0.437 
2.286 
1.662 
0.624 

1.85 
1.15 
8.24 

17.00 
46.00 

72.70 
27.30 
26.77 
49.53 
23.70 

27.78 
12.15 
15.93 
8.36 
7.69 

12.56 

40.97 
29.33 
18.15 

1991~92 

0.532 
l.881 
1.322 
0.559 

1.57 
l.18 
8.42 

14.00 
47.00 

70.28 
29.72 
29.08 
45.68 
25.24 

31.63 
16.82 
22.50 
12.71 
11.08 
20.26 

36.62 
26.99 
27.48 

1992-93 

0.575 
l.739 
1.169 
0.569 

1.09 
l.20 
9.58 

14.00 
43.00 

67.25 
32.75 
34.76 
38.00 
27.24 

31.29 
18.00 
24.73 
15.24 
12.93 
21.40 

35.81 
22.28 
33.32 

202 

1993-94 

0.663 
1.508 
0.970 
0.539 

0.74 
1.50 

17.89 
11.00 
42.00 

64.28 
35.72 
43.76 
32.37 
23.86 

36.87 
24.44 
32.10 
23.97 
21.14 
32.03 

29.74 
15.05 
47.12 

Source: Centre for Monitoring Indian Economy, Corporate Finance, Industry Aggregates, 
November 1994, p.120. 
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during the same period. This indicates the comparatively low investment in 

Current Assets and higher investment in Fixed Assets, i.e. the capital 

intensive nature of the hotel industry. 

5.3.2 Liquidity Ratios 

The main ratios which fall under this head are: (a) Debt- Equity Ratio (b) 

Current Ratio (c) Working Capital to Sales (d) Average days of Finished Goods 

Stock and ( e) Average days of Debtors. The trends of these ratios in the hotel 

industry are given in Table 5.14. 

(a) Debt - Equity Ratio 

The Debt-Equity Ratio of hotels for the period 1989-'90 to 1993- '94 was 

1.72, 1.85, 1.57, 1.09 and 0.74 respectively (Table 5.14). A declining trend is 

noticed in the above ratio for the period under study except in 1990-'91 when 

there was an increase. By the decrease in debt or increase in equity the ratio 

declines. In either way it is beneficial to the entrepreneurs. 

(b) Current Ratio 

This ratio has already been discussed while examining the rank of hotels 

among the sixty-one industries. 

(c) Working Capital to Sales 

The Working Capital to Sales ratio (in percentage) for hotels was 2.42, 

8.24, 8.42, 9.58 and 17.89 for the respective five years from 1989-'90 to 1993-
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'94. The ratio shows a steady increase due to increase in the Working Capital 

over the years. The increase in the Working Capital is followed by the increase in 

Current Assets over the years as is evident from the Current Ratio. Moreover the 

trends in Current Assets to Total Assets ratio show an increasing trend indicating 

yearly increase in the Current Assets over the same period. The trends in Net 

Fixed Assets / Total Assets also substantiate this. 

(d) Average Days of Finished Goods Stock 

This indicates how long the Finished Goods generally remain in Stock. The 

longer the period the higher will be the amount of working capital blocked up on 

this item and conversely the shorter the period the lower will be the investment 

blocked up in Stock. The working capital requirement of hotels is comparatively 

less than that of other industries. The products of hotels are highly perishable in 

nature and hence cannot be stored for long. The trends in this ratio show a 

declining trend from 15 days in 1989-'90 to 11 days in 1993 - '94 except in 1990-

'91 when it was 17 days (Table 5.14). 

(e) Average Days of Debtors 

Average Days of Debtors indicate the time taken to recover the amount due 

from debtors. Based on the policy of each management a higher or lower period is 

allowed. The trends in Average Days of Debtors indicate 46 days, (1989-'90) 46 
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days (1990-'91),47 days (1991-'92), 43 days (1992-'93) and 42 days (1993-'94). 

A declining trend is noticed in this ratio during 1989- '90 to 1993-'94 (Table 5.14). 

5.3.3 Structure of Assets and Liabilities 

The Main ratios discussed under this head are (i) Net Fixed Assets / Total 

Assets (ii) Current Assets / Total Assets (iii) Net Worth / Total Liabilities (iv) 

Borrowings / Total Liabilities and (v) Current Liabilities / Total Liabilities. 

i) Net Fixed Assets / Total Assets (Percentage) 

The predominance of the Fixed Assets over the Total Assets of the hotel 

industry, a point already discussed, clearly explains why this ratio is higher for the 

hotel industry than for the other industries. The ratio shows a declining trend from 

75.42 per cent in 1989-'90, to 72.70 per cent in 1990-'91, 70.28 per cent in 1991-

'92,67.25 per cent in 1992-'93 and 64.28 per cent in 1993-'94 (Table 5.14). This 

is because of the depreciation of the Fixed Assets. 

ii) Current Assets / Total Assets 

The Current Assets / Total Assets ratio of hotels for the respective five 

years from 1989-'90 to 1993-'94 was 24.58,27.30,29.72,32.75 and 35.72. This 

ratio indicates the improvement in the share of Current Assets to Total Assets of 

hotels. The current ratio was found improving in support of the conclusion that 

Current Assets were increasing over the years as pointed out while discussing the 

Working Capital/Sales Ratio. 
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iii) Net Worth / Total Liabilities (Percentage) 

The Net Worth to Total Liabilities Ratio of hotels shows an increasing trend 

from 28.16 per cent in 1989-'90 to 43.76 per cent in 1993-'94 (Table 5.14), which 

points out the increase in the entrepreneur's stake in the industry. 

iv) Borrowings / Total Liabilities (Percentage) 

The ratio of Borrowings to Total Liabilities decreased from 48.39 per cent 

(1989-'90) to 32.37 per cent (1993-'94) indicating a declining tendency in the 

outside liabilities. which again encourages the investors to invest more in hotels. 

v) Current Liabilities / Total Liabilities (Percentage) 

This ratio of hotels increased from 23.45 per cent (1989-'90) to 27.24 per 

cent (1992-'93) marking an increase in the share of Current Liabilities to Total 

Liabilities. Corresponding to the decrease in the proportion of the Long-Term 

Borrowings to total Borrowings, there will be increase in the Short-Term (current) 

Liabilities. 

5.3.4 Profitability Ratios 

The following ratios in respect of hotels are discussed under this head: (i) 

P.B.D.I.T. as percentage of Sales (ii) P.B.D.I.T. as percentage of Total Assets 

(iii) P.B.D.I.T. as percentage of Capital Employed (iv) Profit Before Tax as 
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percentage of Sales (v) P.A.T. as percentage of Sales and (vi) Return on Net 

Worth. All these ratios are depicted in Table 5.14. 

i) P.B.D.I. T. as Percentage of Sales 

This ratio has already been 'discussed under Trends in Key Industry Ratios 

(Table 5.10). 

ii) P.B.D.I. T as Percentage of Total Assets 

This ratio In respect of hotels has also been discussed under the head 

Trends in the Key Industry Ratios (Table 5.11). 

iii) P.B.D.I. T as Percentage of Capital Employed 

The ratio of P.B.D.I. T as percentage of the Capital Employed for the 

respective five years from 1989-90 to 1993-94 at 18.66, 15.93, 22.50, 24.73 and 

32.10 is given in Table 5.14. An increasing trend in this ratio indicates the bright 

prospects for investments in hotels. 

iv) Profit Before Tax as Percentage of Sales 

This ratio of the hotel industry shows an increasing trend. It increased 

steadily from 1l.74 (1989-'90) to 23.97 (1993-'94) except in 1990-'91, when 

there was a decrease in the ratio to 8.36 (Table 5.14). This is a healthy trend that 

gives confidence to the entrepreneurs. 
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v) P.A.T. as Percentage of Sales 

This ratio of hotels has already been discussed under the Key Industry ratios 

(Table 5.13). 

vi) Return on Net Worth 

This ratio was also discussed under the Key Industry Ratios (Table 5.12). 

5.3.5. Structure of Value Added 

The following are the ratios discussed under this head, relating to the hotel 

industry in India: 

i) Wages/Value Added (%) 

ii) Interest/Value Added (%) 

iii) Profit Before Tax/Value Added (%) 

1. Wages/Value Added (Percentage) 

The Wages/Value Added shows a decreasing trend in the hotel industry 

during 1989-'90 to 1993-'94 from 37.31 per cent to 29.74 per cent except in 

1990-'91 when it increased to 40.97 per cent (Table 5.14). The decreasing 

proportion of Wages to Value Added is a favourable trend of the industry. 

11. Interest/Value Added (Percentage) 

The proportion of Interest to Value added in the hotel industry shows a 

decreasing trend from 26.93 per cent in 1989-'90 to 15.05 per cent in 1993-'94 
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except in 1990-'91 when it increased to 29.33 per cent (Table 5.14). This also 

indicates a favourable trend of the hotel industry. 

iii. PBT/Value Added (Percentage) 

The proportion of Profit Before Tax to Value Added in the hotel industry 

increased from 24.84 per cent (1989-'90) to 47.12 per cent (1993-'94) except in 

1990-'91. When the ratio decreased to 18.15 per cent (Table 5.14). This trend 

too encourages the investment in hotels. 

Conclusion 

The financial performance of the hotel industry in comparison with the sixty 

other industries in India reveals how well the former fared at the all India level. 

Among the Key Industry Growth Indicators, Sales and P.A.T grew tremendously 

making the hotel industry one of the best four industries. The growth in the 

P.B.D.I.T and G.F.A made the industry one of the best six industries. More over 

there was considerable improvement in the hotel industry in respect of. Total 

Assets, Net Value Added and Capital Employed in comparison with the other 

industries. 

The Trends in the Key Industry Ratios of the hotels in comparison with the 

other industries reveal that the industry was one of the best three in respect of 

P.B.D.I.T / Sales, P.B.D.I.T / Total Assets, Return on Net Worth and P.A.T / 
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Sales. More over hotels have improved In their Assets Turnover Ratio and 

Current Ratio. 

Further all the Key Ratios of hotels under the heads : Assets Utilisation 

Ratios, Liquidity Ratios, Structure of Assets and Liabilities, Profitability Ratios 

and Structure of Value Added show the favourable growth of the industry during 

1989 - '90 to 1993 -'94, except in 1990 - '9l. In fact, 1990 - '91 was declared the 

"Visit India Year" with the hope of drawing a large crowd of tourists and the 

country had been touted as the destination of the decade. But "Visit India 1991" 

turned out to be "Keep of India year". This had its direct impact on the hotel 

industry. The hotels and tour operators had reported 50 - 75 per cent group 

cancellations. Reasons for the set-back in the performance of the hotel industry in 

1990- 91 are: 

A global recession was experienced during 1990 -91. The slump in the 

economies of the U. K and the U. S. A contributed to the sharp decline in long haul 

of international travel out of their countries. The Russians stopped coming to 

India due to their own domestic problems. Besides the gulf-crisis, the fear of 

terrorism had gripped the international atmosphere leading to a decline in hotel 

business world-wide. Caste conflicts and unabated violences all over the country 

resulted in adverse publicity of India abroad. All these situations led to the 

deterioration in the occupancy rates of hotels in 1990 - '91, this indicates that 

hotel industry is highly sensitive to external economic and political factors. 
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The performance of the hotels in Kerala needs to be analysed in order to 

bring out the strength and weakness of the hotel industry in Kerala. 

5.4 Analysis of the Financial Performance of Hotel Industry in Kerala 

An attempt has been made here to study the financial performance of the 

hotel industry in Kerala. The Annual Reports of six hotels in the corporate private 

sector and KTDC hotels (Consolidated Annual Accounts of all the units) in the 

public sector are used for this. The following terms used in this study indicate: 

1. Sales = 

2. Return on Investments 

3 Cost of Sales = 

4. Operating Expenses = 

5. Gross Profit = 

6. Net Worth (Equity) = 

7. Total Borrowings = 

8. Total Liabilities = 

9. Total Gross Fixed Assets = 

Total Income 

PBID* 

Capital Employed 

All expenses excluding Depreciation, 
Interest and Miscellaneous Expenses. 

The sum of expenses on food and 
beverages, power and water and 
difference in stock. 

The difference between Total Income and 
Operating Expenses. 

Paid up Capital plus Reserves and 
Surplus including Profit & Loss Account 
Balance and Miscellaneous Expenses. 

Secured Loans plus Unsecured Loans. 

Networth plus Total Borrowings 
plus Current Liabilities and Provisions 

Fixed Assets Gross Block plus 
Capital Work-in-Progress 

*. P.D.I.T = Profit Before Interest, Bank Charges, Commission etc. and Depreciation. 



10. Net Fixed Assets 

ll. Total Current Assets Loans 

and Advances 

12. Total Gross Assets 

13. Total Net Assets. 

14. Working Capital 

IS. Capital Employed 

16. Net Assets 

17. Debt 

18. Debt / Equity 

= 

= 

= 

= 

= 

= 

= 

= 

= 

Total Gross Fixed Assets less of 

Depreciation 
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Stock plus Sundry Debtors plus Cash and 

Bank balance plus Others plus Loans and 

Advances. 

Total Gross Fixed Assets plus 

Total Current Assets, Loans and 

Advances plus Investments. 

Net Fixed Assets plus 

Total Current Assets 

Loans and Advances plus Investments. 

Total Current Assets, Loans 

and Advances minus Total Current 

Liabilities and Provisions. 

Net Fixed Assets plus 

Working Capital 

Net Fixed Assets plus Investments 

Receivables 

Long Term Debt 

Equity 
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TABLE 5.17 

KEY INDUSTRY GROWTH INDICATORS (HOTELS IN KERALA) 
(percentage Change Over the Previous Year) 

Particulars Private Hotels K.T.D.e. Hotels 
SI.No 1987-88 1988-89 1989-90 1990-91 1987-88 1988-89 1989-90 

I. Sales % - -0.71 16.30 4.\3 - 20.08 15.73 

2. P.B.I.D% - 23.06 48.62 14.15 - -116.73 -92.33 

3. P.A.I.D % - -34.27 -0.67 -10.23 - -11.40 30.36 

4. Total Gross Assets % - 3.23 2.46 4.94 - 3.51 12.24 

5. Capital Employed % - -3.81 -4.15 1.49 - 1.98 6.35 

6. Gross Fixed Assets % - 2.17 2.40 3.88 - 3.57 5.79 

7. Net Fixed Assets % - -3.09 -5.72 -3.83 - -2.02 0.69 

Source: Annual Reports of the K.T.D.C. and six Private Hotels . 
. 
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1990-91 

51.06 

8612.50 

-41.63 

9.76 

-3.05 

4.40 

0.71 

P.B.I.D. = Profit Before Interest, Bank Charges, Commission etc. and Depreciation. 

P.A.I.D. = Profit After Interest, Bank Charges, Commission etc. and Depreciation. 

5.4.1. Key Growth Indicators 

The Aggregated Financial Statements of the hotel industry in Kerala for the 

years 1987-'88 to 1990-'91 are given in Tables 5.15 and 5.16 respectively for the 

Income and Expenditure statements and the Balance Sheet, in absolute figures. 

The Key Industry Growth Indicators (Table 5.17) and the Trends in Key Ratios 

(Table 5.18) are analysed using the absolute figures. Sales (Total Income), 

P.B.I.D., P.A.I.D., Total Gross Assets, Capital Employed, Gross Fixed Assets and 

Net Fixed Assets are discussed under Key Growth Indicators in terms of 

percentage change over the previous year. 
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5.4,1,1 Sales (Total Income) 

The sales reduced by 0,71 percent in 1988-'89 over 1987-'88 in the private 

hotels and thereafter a positive change was noticed, The change was the maximum 

in 1989-'90 (16,30 per cent). In K.T,D,e. hotels the Sales increased steadily and 

was the highest in 1990- '91 showing an increase of 51. 06 per cent over 1989- '90 

(Table 5,17), This must be due to the following reasons: 

• There were only fifteen units of K.T.D,e. hotels during 1987-'88 and the 

number of units stood increased to twenty-one by 1990- '91, This increase in 

the number of units was one of the reasons for increase in Sales, 

• K,T,D,C, hotels are allowed to sell liquor more freely than the private hotels, 

5.4,1.2 Profit Before Interest, Bank Charges, Commission and Depreciation 
(P.B.I.D) 

The percentage change of the PBID over the previous year was positive in all 

the three years from 1988-' 89 to 1990- '91 in the private hotels (Table 5, 17), The 

highest change was in 1989-'90 (48,62 per cent) and the lowest in 1990-'91 

(14,15 per cent). In K.T.D,C. hotels the P,B.I,D in absolute figures was Rs,-18,71 

lakh (i,e, loss) in 1987-'88 (Table 5,15), But it became Rs,3, 13 lakh (i,e, profit) 

in 1988-'89, Hence the percentage change in 1988 - '89 over 1987 - '88 was 

-116,73, During 1989-'90 the profit in absolute figures reduced from 3,13 lakh to 

0,241akh, So the percentage change of the P,B,I.D in 1989-'90 was -92,33 per 

cent over 1988- '89, In 1990-'91 the profit in absolute figures increased and the 

percentage change in the P,B.I,D, was 8612,50 over 1989-'90, This was due to 
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tremendous increase in sales. The P.B.I.D shows a favourable trend both in the 

private and K.T.D.C. hotels during 1988-'89 to 1990-'91. 

5.4.1.3 Profit After Bank Charges, Commission etc. and Depreciation 
(P.A.I.D) 

P.A.I.D. was negative (i.e. loss) for both the private and K.T.D.C. hotels for 

all the years since 1987-'88 to 1990-'91 (Table 5.15). However, the loss 

decreased steadily both in the private and K.T.D.C. hotels for all the years under 

study except an increase in K.T.D.C. hotels during 1989-'90. The percentage 

change over the previous year was the highest in 1988-'89 (-34.27 per cent) and 

the lowest in 1989-'90 (-0.67 per cent) in the private hotels (Table 5.17). In 

K.T.D.C. hotels it was the highest in 1990-'91 (-41.63 per cent). 

S.4.1.4 Total Gross Assets 

The total Gross Assets changed positively throughout the period under study 

both in the private hotels and K.T.D.C. hotels «Table 5.17). The percentage 

change was the highest (4.94 per cent) in 1990-'91 in the private hotels, whereas 

inK.T.D.C. hotels it was the highest in 1989-'90(12.24 per cent). 

In effecting improvements to the hotel properties the initiative is taken by the 

Government owned K.T.D.C. hotels. Private hotels follow the lead. This is 

evident from the fact that the Total Assets, the Gross Fixed Assets and the Capital 

Employed had increased in K.T.D.C. hotels during 1989-'90, whereas the same 

had increased in the private hotels during 1990- '91. . 
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i 41.5. Capital Employed 

It can be seen from the Table 5.17 that the percentage change over the previous 

year in respect of Capital Employed in the private hotels was negative during 

1988.'89 (-3.81 per cent) and 1989-'90 (-4.15 per cent). But in 1990-'91 this 

showed a positive change of 1.49 per cent. The reverse was true in K.T.D.e. 

hotels, i.e. during 1988-'89 and 1989-'90 the changes were positive (1.98 per cent 

and 6JS per cent respectively) and in 1990-'91 it was negative (-3.05 per cent). 

The decline in the Capital Employed in the private hotels was the result of low 

borrowings and vice versa for K.T.D.C. hotels. 

S 4.1.6. Gross Fixed Assets 

Both in the private and K,T,D,C, hotels the percentage changes of the Gross 

Fixed Assets were positive throughout the period under study. The increase was 

more in K.T.D,C. hotels than in the private hotels ~1'ab\e 5.\1). During 199()

'91 , the percentage change was the highest in the private hotels (3,88 per cent) 

over 1989-'90. But the maximum change was in 1989-'90 over 1988-'89 in 

K.T.D.e. hotels (5.79 per cent), 

5.4.1.7. Net Fixed Assets 

The percentage changes of the Net Fixed Assets were negative in the private 

hotels throughout the period under study (Table 5. 17). Higher depreciation 

charged by the private hotels than K.T.D.e. hotels was the main reason for the 

above phenomenon In K.T.D.e. hotels Net Fixed Assets changed negatively in 
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1988.'89 over 1987-'88 (-2.02 per cent) But during 1989-'90 and 1990-'91 it 

changed positively at 0.69 per cent and 0.71 per cent respectively. 

542 Trends in the Key Industry Ratios of the Hotel Industry in Kerala . 

The Trends in the Key Industry Ratios of the hotels in Kerala over 1987-'88 

101990·'91 are analysed under various heads (Table 5.18) such as. 

I. Asset Utilisation Ratios 

2. Liquidity Ratios 

3. Structure of Assets and Liabilities 

4 Profitability Ratios. 

The Asset Utilisation Ratios enable one to measure the effectiveness with 

which a concern uses its funds. Liquidity Ratios and Structure of Assets and 

Liabilities help to judge the financial position of the concern from long term as 

well as short term solvency point of view. The role of Profitability Ratios is to 

indicate the end results of business activities which is the sole criterion of overall 

efficiency of a business. 

54.2.1 Asset Utilisation Ratios 

a) Sales / Total Net Assets 

This ratio had increased from 0.484 to 0623 during 1987-'88 to 1990-'91 in 

Iheprivate hotels (Table 5.18). In K.T.D.C. hotels also there was a growth in the 

ratio from 0.368 to 0.648 during the corresponding period. Increase in the sales 

(Table 5 15) and decrease in the Total Assets (Table 5.16), both in the private and 
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KTDC. hotels are the reasons for this, The tncft'ase In this ratio indicates 

improvement in the efficiency of asset utilisation, 

b) Total Net Assets / Sales 

In the private hotels this ratio was 2.07 in 1987-' 88 and decreased to 1. 60 in 

\990-'91 In K.T.D.C. hotels the ratio steeply fell off from 2,72 (1987-'88) to 

154 (1990- '91). The decrease in this ratio indicates improvement in the 

efficiency of the concerns in utilising the funds (Table 518) 

c) Net Fixed Assets (N.F.A) / Sales 

The N,F.A. / Sales ratio had declined consistently in the private hotels 

because of high depreciation charges, In the case of K,T,D,C. hotels the declining 

trend continued just as the Total Net Assets/Sales Ratio, The ratio for the private 

hotels was 1.805 (1987-'88) and 1.319 (1990-'91 ) and for K,T,D,C. it was 2,266 

and Ion in the respective years (Table 5,18), Declining trend in the ratio 

indicates increase in sales and hence improvement, 

d) Current Assets / Sales 

This ratio showed an overall increase in the case of the private hotels from 

0,260 (1987-'88) to 0.284 (1990-'91 ). But a decrease was found in K.TD.C. 

hotels from 0.454 (1987-'88) to 0.296 (1990-'91) Both were subject to 

oscillations in the intervening period (Table 5.18). It can be seen from Tables 5.14 

and 5.18 that the hotel industry in Kerala follcws the all India pattern in respect of 

the Asset Utilisation Ratios and indicates bright prospects for the future 
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5.4.2.2 Liquidity Ratios 

a) Debt-equity Ratio 

This ratio is determined to ascertain the soundness of the long term financiai 

policy of a company. In case the ratio is unity it is considered to be quite 

satisfactory. If the business needs heavy investments in Fixed Assets a lower ratio 

is also considered satisfactory. The Debt-Equity Ratio showed an increasing trend 

from 3.175 (1981-'88) to 5.626 (1990-'91 ) (Table 5.18). In the case of 

KTD.C. hotels Equity was negative in all the years except 1987-'88 (Table 

5.16) The ratio was 62.210 in 1987-'88 and was suppressed to zero during 1988 

to 1991 since the Net Worth has been wiped out. The hotel industry is highly 

capital inten~ive and the capital is blocked up in the Fixed Assets which explains 

why the borrowings are high. There is no corresponding increase in the Equity. 

Instead even the equity is diluted every year when the debit balance of Profit and 

Loss account is adjusted. 

b) Current Ratio 

This ratio indicates the firm's commitment to meet its short term liabilities. 

The Current Ratio of the private hotels in Kerala was 0.536 (1987.'88) which 

increased to 0.761 (1990-'91). It was 0.996 (1987-'88) and 1.264 (1990-'9\ ) in 

KTD.C. hotels. Both the private and K.T.D.C. hotels have their Current Ratio 

far less than the ideal lower limit of 2: I and hence it is concluded that the Current 

Ratio in both the hotels is poor. A poor Current Ratio is a danger signal to the 

management that the business is trading beyond the resources (Table 5.18) 
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c) Working capital/Sales Percentage 

In the private hotels the Working Capital was negative throughout the period 

(Table 516) and hence the ratio is suppressed to zero (Table 5.18) In the case of 

KTD.C hotels the Working Capital was negative only in 1987-'88 From 1988-

'89 to 1990·'91 the ratio was 7.41 (1988.'89) 1586 (1989-'90) and 6.18 (1990-

'91) The lower the ratio the higher is the favourable trend. 

54.2.3 Structure of Assets and Liabilities 

Net Fixed Assets/Total Net Assets, Current Assets/Total Net Assets, Net 

Worth/Total Liabilities, Borrowings/Total Liabilities and Current Liabilities/Total 

Liabilities are the ratios dealt with under this head. 

a) Net Fixed Assets/Total Net Assets (Percentaw 

The Net Fixed Assets/Total Net Assets percentage decreased from 87.42 (1987-

88) to 82.22 (1990-91) in the private hotels and from 83.30 per cent to 69.50 per 

cent in K.T.OC hotels during the corresponding period (Table 5.18). The 

decrease was more in K.T.D.C hotels and it was because the increase in the 

Current Assets, Loans and Advances and Investments were more in K.T.O.C 

hotels than in the private hotels 

b) Current Assets/Total Net Assets (Percentag~l 

This ratio increased from 12 58 per cent (1987-' 88) to 17 72 per cent (1990-

'9\) in the private hotels and from ! 6. 70 per cent to 19 19 per cent for the 
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respective years in K.TD.C hotels during the period under study (Table 5.18) 

The increasing trend in the ratio evidenced here indicates the improvement in the 

proportion of Current Assets to Total Net Assets. The increase in this ratio was 

more in the private hotels. 

c) Net Worth to Total Liabilities 

The percentage of Net worth to Total Liabilities decreased from 1833 (1987-

'88) to 1158 (1990-'91 ) for the private hotels during the period 1987-'88 to 

1990-'91 The decrease in the ratio was the result of the decrease in the Net

Worth due to the debit balance in the Profit and Loss Account. In K.T.D.C 

hotels this proportion was very low (1.32 per cent) in 1987-'88. During 1988-

'89 to 1990-'91 the Net Worth was negative and hence the ratio was suppressed 

tozero(Table 5.18). 

d) Borrowings to Total Liabilities (Percentage) 

It can be seen from Table 5.18 that the above ratio increased consistently both 

in the private hotels and K. T. D. C. hotels. In the private hotels it rose from 58.21 

percent (1987-'88) to 65.14 per cent (1990-'91 ). But in K.T.D.C hotels the 

ratio increased from 81.92 per cent in 1987-'88 to 98 89 per cent in i 989-'90 and 

then dropped to 92.62 per cent in \990-'91 The ratio was higher in K.T D.e 

hotels than in the private hotels. This ratio measures the relative share of all 

outside Liabilities to Total Liabilities The higher the ratio the worse will it be for 

the organisation. A high share of outside liability means high interest burden 

\\hich in turn reduces the profits and ultimately dividend to the share holders. 
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e) Current Liabilities / Total Liabilities (Percentages) 

This ratio increased from 2345 per cent(1987-'88) to 25.55 per cent(1988-'89) 

and then decreased to 25.24 per cent (1989-'90) and 23.27 per cent(1990-'91 ) in 

the private hotels (Table 5.18). In K.T.D.C. hotels it decreased from 1676 per 

cent (1987 - '88) to 12.20 per cent (1989- '90) and then increased to 15.18 per cent 

(1990-'91 ). The changes in the ratio of private and the K.T.D.C. hotels were due 

to the changes in the Current Liabilities. A low ratio of Current Liabilities to 

Total Liabilities indicates the relatively low share of Current Liabilities in hotels. 

Long-term borrowings are higher because the investments are mainly in Fixed 

Assets, especially in land building. 

5.4.2.4 Profitability Ratios 

The ratios analysed under this head are: 

a) PBID. as percentage of Sales 

b) P BI 0 as percentage of Total Net Assets 

c) PBID as percentage of Capital Employed 

d) P A.I.D. as percentage of sales 

e) PAI.D. on Net Worth 

f) Salary, Allowances and Bonus/Sales (Percentage) 

a) PBID. as percentage of Saies 

This ratio which stood at 9.63 per cent (1987-'88) steadily increased to 16.72 

per cent (1990-'91) in the private hotels (Table 518) In KT.DC. hotels the 
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ratio was suppressed to zero in 1987-'88 due to negative P.B.I.D (Table 5.15). 

Subsequently the ratio increased from 1.12 per cent (1988-' 89 ) to 4.29 per cent 

(\990-'91). The ratio indicates the balance left in everyone hundred rupees 

worth of sales after all operating costs and expenses are met. The increasing 

tendency of the ratio both in the private and K.T.D.C. hotels, indicates the good 

prospects of the hotel industry. 

b) PS.ID. As Percentage of Total Net Assets 

This ratio increased from 3.69 per cent (1987-' 88) to 6.94 per cent (1990-' 91 ) 

in the private hotels. In K.T.D.e. hotels it was suppressed to zero in 1987-'88 

since the P.B.I.D. was negative and the ratio became 0.36 per cent in 1988-'89 

and rose to 1.98 per cent in 1990-'91 (Table 5.18). An increasing tendency in the 

ratio is an indication of a favourable future of the industry. 

c) P.S.I.D. as percentage of Capital Employed 

An increasing tendency of this ratio can be noticed in the case of the private 

hotels. It was 6.09 per cent (1987-'88) and increased to 13.60 per cent(1990-'91). 

Similarly an increase from zero per cent (1987-' 8 8) to four per cent (1990-' 91 ) 

can be seen in the ratio of K.T.D.e. hotels (Table 5.18). The increasing tendency 

of the ratio indicates the increasing earning capacity of the hotels over the years. 

d) PAID. as Peroentaae of Sales 

The P.A.I.D. was negative in the private and K.T.D.C. hotels throughout 

the period (Table 5.15). However a negative ratio was worked out to ascertain the 
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loss percentage. Table S, 18 shows that the loss was 14. 3J per cent of sales in 

1987-'88 in the private hotels and stood reduced to 6.99 in 1990-'91 . In the case 

of K.T D.e. hotels the loss stood at 43.53 per cent of the sales in 1987-'88 and 

dropped to 13.98 per cent in 1990-'91 The ratio shows a favourable trend of 

improving the efficiency in both the cases. 

e) P.A.I.D. on Net Worth (Percentage) 

The P.A.I.D. being negative both in the private and K. T.D.e. hotels (Table 

515) and the Net Worth also being negative in the K.T.D.e. hotels except in 

1987-88 (Table 5.16) the ratio was suppressed to zero in both the cases during the 

period under study (Table 5.18). 

f) Salary. Allowances and Bonus to Sales (Percentage) 

In the private hotels this ratio increased from 9.23 per cent (1987-'88) to 

10.50 per cent (1990-'91). Whereas in K.T.D.C. hotels it increased from 38.20 

per cent (1987-'88) 42.16 per cent (I989-'90) and then dropped to 36.15 per cent 

(1990-'91). The proportion of Salary, Allowances and Bonus to Sales was 

comparatively more in K.T.D,e. hotels than in the private hotels (Table 5.18). 

Conclusion 

From the foregoing analysis it can be concluded that the Growth Indicators 

viz. Sales and P.B.I.D. changed positively in the private and KT.D.e. hotels. The 

increase in Sales was comparatively more in K.T.D.e. hotels. For meeting the 

heavy initial investment required for the hotel industry borrowings are made at 
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huge rates of interest Severe competition among hoteliers makes the existing 

units outmoded and hence heavy depreciation charges. Heavy interest and 

depreciation cause the P A. I. D. negative 

The Total Gross Assets increased heavily in K.T.D.C hotels during \989-'90, 

whereas in the private hotels in 1990- '91 The same pattern of changes can be 

noticed in Capital Employed and the Gross Fixed Assets Coming-up of private 

hotels after government hotels at Kovalam, Thekkadi, Kumarakam and 

Pathiramanal substantiates this. It can be inferred from this that in effecting 

improvements in hotel properties lead is from the government hotels and private 

hotels follow the suit. From the percentage change of the Net Fixed Assets it can 

be understood that the private hotels charge higher rate of depreciation than 

K.T D.C hotels. Huge investment in Fixed Assets necessitates long term 

borrowings. But the Equity is diluted every year due to the debit balance in the 

Profit and Loss account. Hence the Debt-Equity ratio is either high or suppressed 

to zero due to wiped out Equity. Both the private and K.T.D.C. hotels show a 

poor Current Ratio indicating that the business is trading beyond the resources. 

Net Fixed Assets to Total Net Assets ratio dropped more in the private hotels due 

to heavy depreciation charges The proportion of Current Assets to Total Assets 

is very low in the hotel industry compared to other industries However there was 

an increase in the ratio in both the private and K.T.D.C hotels and the increase 

was more in the private hotels. Borrowings to Total Liabilities ratio is more in 

KTD.C hotels due to easy availability of loans to government owned hotels. 

Current Liabilities to Total Liabilities ratio is comparatively low in the hotel 

industry. This is because long term capital requirements predominate in the hotel 

industry 
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PB.I.O. as percentage on Sales, P.B.l.O. as percentage of Total Net 

Assets, PB.l.O. as percentage of Capital Employed and P.A.l.D. as percentage of 

Sales show a favourable trend both in the private and K.T.O.C. hotels. Salary, 

Allowances and Bonus to Sales ratio is more in K.T.O.C. hotels. 

The financial performance of the hotel industry as analysed above gives the 

entrepreneurs an indication of favourable trends in t~e hotel industry in Kerala 

With the government creating a favourable climate for safe investment in hotels 

through added incentives and concessions, it can be hoped that more investment in 

the hotel industry will be made by the entrepreneurs to establish the required type 

of hotels at the various tourism centres in Kerala. This will, to a great extent, 

promote tourism in the state which was otherwise hindered by the lack of suitable 

accommodation facilities here. Such a situation will bring out ample employment 

opportunity to the people, both in the tourism and hotel industry. The employment 

potential of the hotel industry in Kerala is analysed in the ensuing chapter. 



HUMAN RESOURCE DEVELOPMENT IN THE 

HOTEL INDUSTRY 



CHAPTER - VI 

HUMAN RESOURCE DEVELOPMENT IN THE 
HOTEL INDUSTRY 

Ihe hotel industry is a dynamic business; a small mistake may result in a 

recurnng loss It is people oriented rather than machine oriented. Hence the 

human resource in the hotel industry is of vital importance. An attempt is made in 

this chapter to analyse the need for human resource development in the hotel 

industry in general and its position in Kerala in particular. 

Both the hotel and tourism industries are highly labour-intensive. World-

wide travel and tourism employs 101 million people. One out of every sixteen 

workers is said to be employed in tourism 1. In Britain alone there are 

approximately 37,500 hotels and over a million men and women are engaged in the 

industry. In America there are a larger number of hotels, at least 25,000 of which 

have at least 50 rooms each and in a small island like Majoria there are about 2000 

hotels catering, almost entirely for the tourist trade2 . 

One of the objectives of the Eighth Five Year Plan is to increase employment, 

so that the country may reach near full employment by 2002. A.D. The Eighth Five 

Year Plan proposes to achieve an employment growth rate of 2.6 percent per 

annum and 2.8 percent per annum there-after to reach full employment by 2002 

AD. It is expected that 8 to 9 million jobs per annum will be generated so as to 

provide 43 million employment opportunities during the Eighth Five Year Plan 



231 

period. It is also proposed to create nine to ten million jobs3 during 1997 to 2002 

A.D 

61 Unemployment in India 

The backlog of unemployment in India is on the increase every year. At the 

beginning of the Eighth Five Year Plan, i.e. in April 1992 the backlog of 

unemployment was estimated at seventeen million. Out of these, seven million 

people were educated unemployed. In addition to these. six million people were 

estimated to be under employed, giving a total of twenty three million people, both 

the unemployed and underemployed taken together. Further the number of 

unemployed during the Eighth Five Year Plan, that is, 1992-97, is estimated at 35 

million4 Therefore, the total number of persons who require employment during 

the Eighth Five Year plan will be 58 million5 More over during 1997-2002, there 

will be 36 million unemployed, making the total number of persons requmng 

employment between the period 1992 and 2000 as 94 million6 

6 1.1 Unemployment in Kerala 

The number of job seekers on the live register of employment exchanges in 

Kerala7 in April 1994 was 4.04 million which was 11.25 percent of the all India 

figure. This proportion of Kerala was the second highest, the first being West 

Bengal (13.49 percent). But the proportion of West BengalH which was 15.75 per 

cent in 1980-81 improved in 1994 by reducing the proportion to 1349 percent 

when that of Kerala worsened by increasing from 10.36 percent in 1980-'81 to 

1125 in 1994. 

The Indian economy has shown in recent years, a distinct shift towards the 

service sector as a major source of employment generation The service sector, it 
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has been estimated, may actually generate nearly 65 per cent of the increase in the 

total jobs, in the coming years. Tourism and allied sectors alone can generate 3.3 

lakh jobs per year, that is more than the entire manufacturing sector, according to 

a studl The National Council of Applied Economics Research had estimated that 

tourism generated employment for nine lakh thirty four thousand people in 1972-

'73 and sixty four lakh country men in 1978. "During the financial year 1994-'95, 

tourism sector in India has provided employment for 10 lakh people. If one takes 

into consideration the indirect employment that tour.ism provides, then the total 

employment would work out to be 18.40 million. The employment multiplier 10 in 

the case of tourism is about 2.36". 

62 Employment Multiplier 

Tourism creates primary or direct employment in such areas as lodging, 

restaurants and sight-seeing operations. Indirect employment can also be created in 

construction, agriculture and manufacturing industries. Those directly employed in 

tourism industry demand goods and services. To sustain their additional demand, 

more and more people are employed in the production of those goods and 

services The extra earnings of those who are employed to satisfy this demand 

create further demand and in return employment and so on. This cycle of increased 

income and employment continues at a declining rate until it is exhausted. This 

phenomenon is due to employment multiplier effects. The Tata Economic 

Consultancy Services reported that for every job created in tourism sector, 2.57 

jobs are created else-where. 

b 3 Employment in tbe Hotet Industry 

The hotel industry is the most important component of the tourism industry 

and the major share of employment opportunities in tourism sector comes from the 
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hotel industry It is estimated that on an average a single hotel room generated 

employment to 8 people directly or indirectly·· The employment potential for 

skilled and semi-skilled labour in hotel is quite large The labour/output ratios of 

different industries are shown in Table 6.1 according to which hotels and 

restaurants industry had the fourth rank. Similarly the labour contents of £ 1 000 

worth of value added or net output in various industries (1971) as shown in Table 

6.2 also gives the first rank for hotels and catering segment. 

Source' 

SI 

TABLE. 6.1 

LABOUR/OUTPUT RATIO OF DIFFERENT INDUSTRIES 
er Rs.l Lakh 

No Segment Employment/output 
Ratio 

1. Food & Beverages 0.5971 
2. Textiles 1.4768 
3. Jute Textiles 1. 9538 
4. Textile Products 0.5808 
5 Wood Products 2.8000 
6 Leather Products 0.3042 
7 Railway Service 3.5564 
8 Other Transport Services 1.1448 
9 Trade 8.3800 
10 Hotels and Restaurants 41260 
11. Medical 7.5730 
12. Others 7.5730 

Rank 

10 
8 
7 

1 1 
6 

12 
5 
9 
I 
4 
2 
2 

DO.r Economic Benefits of Tourism, Government of India. 1987. 
TABLE 6.2 

ESTIMATED NUMBER OF WORKERS PER £ 1000 
WORTH OF VALUE ADDED 

SI No Industry No of Rank 
Workers 

I Agriculture, Forestry and Fishing 0.29 5 
2. Manufacturing 0.74 3 
3 Construction 0.60 4 
4 Services 0.77 2 
5 Hotels and Caterin 1 0.79 

Source' Howard L Hughes-Economics for Catering Students-E.L.B S.1986p.203 
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The room/staff ratio varies from area to area. Horwath and Horwath had 

estimated that the number of employees per room of a hotel varied from a low of 

about 0.50 in USA, medium of 0.85 in Europe and 1.50 in Asia and a high of 1.93 

in the Far East l2 . The world average comes to approximately 1.02 employees per 

room l3 In India on an average one hotel room should expect to provide 

employment for 2.5 persons while the connected industries and services supplying 

fresh and canned goods, other food item, various items of machinery, air 

conditioning equipment, lift, kitchen equipment, washing machine, laundry 

equipment, linen, furniture, furnishing, cutlery, crockery etc. would offer 

employment to nine times the number of persons who are employed directly by the 

hotels 14 

6.4 The Attitude of tbe People towarHs Hotel Jobs 

In the initial stage there were not enough young men and women willing to 

be trained as hoteliers. A misconception prevailed that a hotel job was associated 

with cutting and cooking of vegetables, cleaning of floors, serving as waiters etc. 

These jobs were therefore considered infra dig. Young people were willing to 

work as managers of hotels for fat salaries, but were not prepared for the long and 

arduous march to that goal. The parents of girls did not of course consider it 

respectable for their daughters to work in hotels as this would stand in the way of 

their marriage prospects. 

65 Characteristics of tbe Hotel Profession 

A healthy attitude and ability to work hard apart from an outgoing 

personality, organising and administrative ability are the pre-requisites for this job. 

Along with this, communication skills, ability to motivate other staff, interest in 

people, some practical skills, ability to work under pressure, common sense, tact 
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and a sense of humour are also essential. Employees are expected, regardless of 

the pressure of work or client's rudeness, to remain calm and pleasant while 

listening to complaints or sorting out problems. 

The different operational departments determine the duties and 

responsibilities of a hotel employee. The various departments of a hotel company 

are given in Figure. 6.1. They are: 

Front Office Department : The various sections under this department are, 

Reception, Reservation, Information, Telephone, Bills and Cash. 

2. House Keeping Department: This consists of the Public Area, Floor and Linen 

l Food and Beverage Department : This is the largest department which has 

divisions such as Control, Purchasing, Preparation and Services. Preparation 

has sub-departments viz. Main kitchen, Indian kitchen, Tandoor, Bakery and 

Confectionery, Pantry, Washing, Coffee and Restaurants. The services division 

has sub departments such as Pastry shop, Banquet service, Bar service, Room 

service and Restaurant service. 

4 Account Department: It has such departments such as Credit, Account, Cash 

and Audit. 

5 Engineering and Maintenance Department : The various sub departments that 

come under this department are Heat fLight and Power and Repair and 

Maintenance. 

6 Store Departments: This has, Purchases, Store and Issue branches under it. 

7 Administration Department Consists of Personnel Department, Welfare 

Department and Security Department. 



S
ec

re
ta

ry
 

( c
O

al
rO

l&
A

ud
il]

 

R
ep

ai
r 

&
 M

ai
nt

en
an

ce
 

B
an

qu
et

 S
er

vi
ce

 

"C
U

R
E

6
.l

 

• 
O

rg
a

n
is

a
ti

o
n

 C
h

a
rt

 o
f 

a 
H

o
te

l 
C

o
m

p
a

n
y 



237 

8. Other Department: Sub Rentals, Swimming Pool, Valet and Guest Laundry, 

Book-Stall, Hair Dresser, Health Club, Musician,Florist and others come under 

this department. 

9. Sales and Promotion Department and 

10. Control and Audit Department 

6.6 Need for Professionalism and Training in Hotel Industry 

Education and training aim at developing behaviour and attitude towards 

servIce. Hotel is a service industry and sells service to human beings who have 

both physiological and psychological needs to be catered to. The service factor of 

tbis human resource development therefore acquires considerable importance and 

necessitates particular attention. IndifferenceJ inhospitality and incivility are 

anathema to good guest-host relationship15. 

The hotel industry is capital intensive and requires large amounts for its 

infrastructure. This large investment will not yield expected returns if the industry 

fails to solve its manpower problems. This will have repercussions on the 

industry's future expansion and profitability. If one takes into account that the 

"tourist-product" is represented above all by "service", it becomes clear that 

qualified personnel are indispensable for the development of the industry as are the 

capital, the buildings and the other material resources. It is gratifying that a lot of 

professionalism has come in to the hotel industry in recent years though a great 

deal still remains to be done. Hoteliers have however, realised that professional 

training is vital for their survival and growth. 

While the role of professional management in industry had been recognised 

in the early fifties itself in India, it came much later in the areas of the hotel 
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management. The hotel and restaurant industry suffers from the lack of sufficient 

expenise in various fields and also trained staff. 

6.7 Training Institutions in Botel Management 

A large number of organisations at the international, national, regional and 

local levels exist which are concerned with tourism education and there is an all 

round trend towards expansion of these facilities. Many educational institutions 

like universities, colleges and schools have introduced degree and diploma courses 

and also conduct seminars, short and long term courses on special topics, 

workshop programmes, study weeks and training visits. As a result of the 

initiative taken by educational institutions, governments, private and public 

international organisations, tourist education has gone a long way in almost all 

countries. 

The U.N. organisation and its specialised agencies like the I.L.O, the 

W.T.O, the UNCTAD, the U.N. Technical Assistance Fund and the U.N. 

Development Programme have helped in augmentation and creation of training 

facilities in various disciplines in many parts of the developing world. The U. N. has 

entrusted the W.T.O. with the responsibility in the sphere of vocational training 

and assigned to it a central and decisive role in all fields of tourism. 

6.8 University Education for the Hotel and Restaurant Business 

Until the 1920's education for the hotel management was largely through 

experience. The American Hotel Association was responsible for initiating a 

programme of instruction for hotel management at. the college level. The first 

courses began by the establishment of the School of Hotel Management at Cornel 

University, New York in 1922 with the financial support of the American Hotel 
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and Motel Association (AHMA). Gradually the other universities also followed the 

pattern and offered hotel education. 

6.9 The Hotel Training Programme in India 

Training programmes are of two types. One is the statutory apprenticeship 

programme and the other is the formal structured programme. The National 

Council of Hotel Management and Catering Technology (NC.H.M.C.T) is an 

autonomous organisation instituted by the Department of Tourism to coordinate all 

related academic activities in order to ensure uniformity in the training standards at 

the institutes of hotel management. 

All programmes mix general education and knowledge of the Hospitality 

Industry, managerial and business administration inputs, with specific skills 

orientation in all aspects of hotel work from production to computer applications. 

An essential part of the curriculum is the handsome practical training provided by 

all institutes. Duration of the training varies between six months to three years 

depending on the type of the course. The first four Institutes of Hotel Management 

Catering Technology and Applied Nutrition were set up in New Delhi, Bombay, 

Madras and Calcutta between 1962 and 1964 In order to meet the training 

requirements at the crafts level in specific disciplines, twelve food crafts institutes 

were also set up at different places in the country. At present, there are sixteen 

Institutes of Hotel Management Catering Technology and Applied Nutrition which 

offer a three year diploma course at the following centres under the National 

Council for Hotel Management and Catering Technology. (1) New Delhi (2) 

Bombay (3) Madras (4) Calcutta (5) Bangalore (6) Bhopal (7) Bubaneswar (8) 

Goa (9) Gwalior (10) Hyderabad (11) Jaipur (12) Lucknow (13) Ahmedabad (14) 

Sri Nagar (15) Thiruvananthapuram and (16) Chandigarh. The Food Craft Institutes 
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under the National Council which offer specialised courses in Hotel Management, 

Food Management etc. are at the following places ( 1) Aluva (2) Pune (3) 

Chandigarh (4)Patna (5) Trichy (6) New Delhi (7) Simla (8) Guwahati (9) Aligarh 

(10) Visakhapattinam (11) Gwalior (12) Udaipur (13) Faridabad (14) Darjiling and 

(15) Bangtok 

6.10 The Hotel Training Programme in the Private Sector 

Oberois were one of the first to enter the field of hotel management training 

in India, in the private sector. With uncanny farsight Raj Bahadur Oberoi 

established a manpower development division in 1966 to take care of the 

manpower needs of the Oberio chain of hotels. This had emerged as a major need 

at that time, as with the development of infrastructure of tout ism in South East 

Asia and expansion of Oberoi hotels in Singapore, Egypt, Nepal, Ceylon and 

Africa more and more trained man-power was required. The school was more 

practical oriented having built-in training features of the world's most famous 

hotel training institutes. The stress was in acquiring productive and administrative 

skills at an internationally acceptable standard. The Training Institute set up by 

the Oberoi hotel has been recognised by the International Hotel Association. 

Welcomgroup, the hotels division of ITC Ltd.) had signed up with Dr. 

T.M.A. Pai Foundation of Manipal, Karnataka ,to run the country's first graduate 

programme in hotel administration. It is named "Welcomgroup Graduate School of 

Hotel Administration" and affiliated to Mangalore University. It is run on the lines 

of the Cornell School of Hotel Administration in the U. S. While diploma courses 

only were available in hotel management in India the three year degree programme 

was introduced in the country for the first time in this school. 



241 

The Taj group of hotels and the Maulana Azad Educational Trust had set up 

the Indian Institute of Hotel Management (IIHM) at Aurangabad to provide 

professional education that reflects modern trends in hoteliering. 

Several institutes in the private sector in Karnataka, Tamil Nadu and 

recently in Kerala have started three year diploma courses in hotel management 

and catering technology. These courses are approved by the All India Council For 

Technical Education, New Delhi. While some institutes have affiliation with 

National Council For Hotel Management Catering Technology and Applied 

Nutrition, some institutes are affiliated to the Swiss School of Tourism and Hotel 

Management, Switzerland, and prepare students for international diploma and 

degree examinations. 

6.11 U.G.C. Recommends the Hotel Management and Catering Technology 
Courses at the Degree Level. 

The investment in technical human resource development is now paymg 

handsome dividends by way of fulfilling the industry's need for trained manpower, 

both qualitatively and quantitatively. But the trained staff coming out of the 

various hotel management institutes and food crafts institutes are not sufficient to 

meet the requirements of existing as well as new hotels and restaurants. In view of 

this situation the University Grants Commission has recommended universities in 

India to introduce degree level programmes in hotel management and catering 

technology also along with other job oriented courses. Various universities in 

Karnataka and Tamilnadu have meticulously followed the recommendation of the 

U.G.c. and several colleges under Mangalore University, Banglore University, 

Bharathiyar University, Bharathi Dasan University, Madurai Kamaraj and Madras 

University now offer degree level courses in hotel management. It is learnt that a 

good many students seeking admission in these colleges are from Kerala. 
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6.11.1. The Indian Institute of Tourism and Travel Management (llTTM) 

It was established in 1983 under the Ministry of Tourism to develop and 

promote education, training and research in travel and tourism and to provide 

trained man-power to that sector. In August 1992, it was shifted to Gwalior. The 

IlTTM intends to start two long term courses, viz. Diploma in Tourism 

Management (14 months full time) and Diploma in Destination Management 

Course (8 months full time) as core programmes in its campus at Gwalior. 

6.12 Problems of Hotel Workers 

The factors such as under staffing, prolonged working hours, job insecurity 

and poor wages hit the hotel workers hard. The Minimum Wages Committee 

observed that the problem of fixing of rates of wages in this industry is difficult 

because all the workers are given wages in addition to food. 

The Delhi Administration constituted a Conciliation Board for hotels and 

restaurants. It failed to bring about any settlement on the main issues concerning 

wages, D.A. etc. Evaluation of wages of hotel employees has been difficult as 

''tips'' represent a significant part of their earnings. It is learnt that 75 percent of 

the worker's income comes from tips. The Wage Board recommended a levy of 

service charge in lieu of abolition of the acceptance of tips in hotels. 

6.13 Service Charges-cum Tipping 

With a view to stopping the evil practice of tipping 16 which is humiliating 

for the receiver and taxing the donor, the alternative of imposing a service charge 

was introduced in India a few year ago. Soon after its introduction, it was 

combined with tipping and the result was the payment of service charges along 

with the tips. Despite huge sign-boards in hotels, the practice has continued to this 
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day. In Japan there is neither service charge nor tipping. In the U.S.A, there are no 

service charges but only tips. The service charges-cum tipping is disliked by most 

of the visitors. Whatever is talked against tipping/service charges the attitude of 

the hoteliers still remains in favour of tipping, so that they can manage to get 

ample workers at less wages. This is evidenced from the fact that hotels are 

prepared (already a hotel in New Delhi approached the administration) to permit 

night shifts to cenain categories of women workers, pleading that they could raise 

their income from tips given by the guests while checking out at night 17. 

614 Poor Performance of Trade Unions in Hotel Industry 

The unorganised nature of the work force and the governmental apathy are 

the twin curses that encourage the hotel/restaurant owners to ride rough shod over 

the rights and dignity of the worker. Trade unions do not find this work force 

attractive enough to take up a plunge into their affairs. It is well accepted that 

trade unions aim to represent and advance the interests of their members. Though 

hotel and catering industry is a large one employing a good proportion of the 

country's workforce, the membership of the trade union is one of the lowest. The 

reasons why unionisation 1& of the workers in their industry has been difficult are: 

• A large proportion of the hotel and catering workers are casual or seasonal. 

Casual employees are less likely to value the advantages of union membership 

than a full-time employee in respect of job protection, wages increase etc. 

• The industry employs a large number of women, the majority of whom are 

married mothers. Traditionally women in general have been less inclined to take 

part in union activities. 
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• Labour turnover is very high. Labour turnover is at least 1I4th of the employees 

in hotels 

• The majority of the establishments in the industry are small. 

• Small family units predominate in the industry and these are very unlikely to 

show any interest in the trade unions. 

• Departmentalisation and shifts make organisation of labour unions difficult. 

• There are many employers who are suspicious of unions and who have 

reservations about encouraging staff to join unions. 

However, indications are that membership is gradually growing. Some 

employers are now encouraging staff to join unions and are beginning to recognise 

unions. 

Till recently hotel profession was not considered a dignified one and was 

meant for school dropouts or for people who run away from home for one reason 

or the other. But today the profession has attained a new dimension and it is being 

tried by people just as or next to engineering I medicine. The extent of 

professionalism achieved among the hotel employees in Kerala and the socio

economic profile of the hotel employees are analysed below with the help of the 

survey data. 

6.15 Analysis of the Survey Data - Hotel Establishments-H.R.D. Section 

Employees in the respondent: hotels were classified into ten categories, viz. 

Managerial and Supervisory Personnel, Receptionists, Cooks, Waiters, Room 

Boys, Office Staff, House-keeping Staff, Security Staff, Trainees and Others. The 

total number of employees increased from 2644 in 1989-90 to 3382 in 1993-94. 
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The indices grew from 100 to 127.9 during the corresponding period. The growth 

in the number of professionally qualified employees was from 1445 to 1935 with 

growth in their indices from 100 to 133.9 during the above period. The proportion 

of the professionally qualified employees to total employees increased from 54.65 

per cent to 57.20 per cent during the period under study. The proportion of each 

category to total employees was the highest for waiters for the years 1989-90 to 

1992-93. But there was a decrease in this proportion from 18.38 to 17.31 per cent. 

During 1993-94 the trainees constituted the highest proportion (18.04 per cent). 

The lowest proponion was in the security stafT throughout the period (Table 6.3). 

The indices indicate the maximum growth in the category of trainees, i. e. from 100 

to 153.3 during 1989-90 to 1993-94 and the minimum in the category of office 

staff. i.e from 100 to 116.7. Among the professionally qualified personnel growth 

was the maximum in the case of the trainees, i. e. from 100 to IS 5. I and the 

minimum in the room-boys i.e., from 100 to 109.4 during the period 1989-90 to 

1993-94. The proportion of the professionally qualified personnel to total 

employees was the highest in trainees throughout the period and the same 

increased from 84.4 per cent to 85.4 per cent from 1989-90 to 1993-94 (Table 

6.3). 

The above analysis indicates that there was a growth in the total number of 

employees and in the. professionally qualified personnel in all the categories, 

throughout the period. The proportion of the professionally qualified to total staff 

is found increasing in all the categories except in room-boys, throughout the 

period. 
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6.15.1. Distribution of FemoJe Employees in the Respondent Hotels-Category-Wise 

It is seen that the female employees who constituted 9.98 per cent (264) of 

the total employees in 1989 - '90 increased to 12.09 per cent (409) in 1993 - '94 

.(Table 6.3.A) Category -wise analysis of the employees shows that the 

proportion of the female employees was the highest in the category of house 

keepers (39.41 per cent and 42.21 per cent) and the lowest in the category of 

waiters (2.06 per cent and 2.98 per cent) both in 1989 - '90 and 1993 - '94 

respectively. The indices of the total female employees grew from 100 in 1989 - ' 90 

to 154 92 in 1993 - '94. The growth of the indices of the female employees was 

the maximum in the trainees ( from 100 in 1989 - '90 to 239 in 1993 - '94)and the 

minimum in the cooks (from 100 in 1989 - '90 to 78.95 in 1993 - '94). Room boys 

and security staff had no representation of females and hence no growth in the 

indices. 

6.15.2 Growth of employees, Category-wise, in Different Types of Hotels 

The growth of employees category-wise in different types of hotels and the 

share of the professionally qualified personnel to total in different hotels are also 

analysed to highlight the differences between the different categories of hotels. 

6.15.2.1 Managerial and Supervisory Staff 

The total number of managerial and supervisory staff in the respondent 

hotels steadily increased from 255 in 1989-90 to 312 in 1993-94. The indices for 

the same grew from 100 to 122.35 during the above period (Table 6.4). The 

growth in the proportion of the professionally qualified personnel to total also 

increased from 77.25 per cent to 80.45 per cent during the period under study. 

When the growth of the managerial staff in different categories of hotel is 

compared, it shows that cent per cent of the managerial and supervisory staff were 

professionally qualified in 5 star hotels throughout the period under study and the 
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indices grew from 100 in 1989 to 121.52 in 1993-'94 In the remaining categories 

of hotels also there was a steady increase in the proportion of the professionally 

qualified hands. The highest growth in indices was in three star hotels where the 

indices grew from 100 in 1989 to 138.10 in 1993 -94. 

6.15.2.2 Reception ists 

It can be seen that the total number of receptionists increased from 150 in 

1989-90 to 186 in 1993-94 with growth in the index from 100 to 124 (Table 6.5). 

The proportion of the professionally qualified receptionists to total increased from 

56.67 per cent to 69.35 per cent during the same period. The index grew from 100 

to 151.76 in professionally qualified receptionists. Hundred per cent of the 

receptionists were professionally qualified only in the 5 star hotels. This also 

showed that the growth in respect of the total receptionists was the maximum in 

three star hotels (144.74) and the minimum in one star hotels (91.67) and in 

respect of the professionally qualified receptionists the growth was the maximum 

in "others" (220) and the minimum in the five star category (115.38). 

6.15.2.3 Cooks 

The total number of cooks in all the respondent hotels together increased 

from 289 in 1989-90 to 369 in 1993-94 and the index stood increased from 100 to 

127.68 for the above period (Table 6.6). The proportion of the professionally 

qualified cooks was the highest in the two star hotels throughout the period and 

this was because the number of two star hotels surveyed was the highest (15) 

among the classified hotels included in the survey. The indices grew the highest in 

hotels belonging to the non-star category called "others" for both the total number 

of cooks and the professionally qualified cooks (150.88 and 170.00 respectively). 

This is because some of the hotels, included in that type were new and they had 
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only few staff in the initial years and so could recruit more professionally qualitied 

cooks when they picked up more business 

615.2.4 Waiters 

It is discernible that the total number of waiters in the sample units 

increased fTOm 486 in 1989-90 to 571 in 1993-94 and the professionally qualified 

among them from 347 to 418, the respective growth in their indices beillg 100 to 

117.47 and 100 to 120.46 (Table 67). The proportions of the professionally 

qualified waiters to total waiters were the highest in 5 star hotels throughout the 

period under study and increased from 92.75 percent to 93.83 percent during the 

same period. The indices grew the highest both for the total number of waiters as 

well as the professionally qualified among them, in the hotel category of "others" 

The reason is the same as the onc explained for cooks. 

6.15.2.5 Room boys 

The total number of room boys increased from 168 to 224 and their indices 

from 100 to 133.33 during the period 1989-90 to 1993-94 (Table 6.8). The number 

of the professionally qualified room boys increased from 32 to 35 during the 

period with increase in the index from lOO to 109.38. The proportion of the 

professionally qualified room boys to totai decreased from 19.05 percent in 1989-

'90 to 15.63 in 1993-'94. This proportion was the highest in the 5 star-hotels in all 

the years under study. The increases in the number of professionally qualified 

room-boys were not in proportion to the increast:s in the number of room boys. 
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Hence a decline is found in the proportion of the professionally qualified room

boys to the total number. 

6.15.2.6 Office Staff 

The total number of the office-staff increased from 239 to 279 during 1989-

90 to 1993-94 and the number of the professionally qualified among them from 

114 to 134 as discernible from Table 6.9. The proportion of the professionally 

qualified to the total office staff increased from 47.7 percent to 48.03 percent. 

This proportion was the highest in the five star hotels throughout the period and 

increased from 67.53 to 67.95 percent during the period under study. The indices 

grew the highest in 2 star hotels for both, the total number of office staff and the 

professionally qualified among them. The reason is the same as the one explained 

in the case of cooks. The indices do not indicate much difference in the case of 5 

star hotels for the total office staff and the professionally qualified among them. 

This is because the five star hotels are mechanised from the beginning and for 

operating the devices professionally qualified persons are required. Hence fresh 

recruitments are not required much. 

6.15.2.7. House-Keepers 

It is discernible that the total number of the house-keeping personnel increased 

from 170 to 199 and the professionally qualified among them from 93 to 120 with 

an increase in the proportion of professionally qualified to the total from 54.71 

percent to 60.3 percent during 1989-90 to 1993 -94 in the respondent hotels 

(Table 6.10). The percentage of the professionally qualified to the total number of 

house-keepers in each category of hotels was the highest in the three star hotels 

and lowest in the five star hotels. There were fluctuations in this proportion in the 
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three star hotels whereas it remained constant in the five star hotels. The indices 

of the total number of house keepers grew the highest in the 3 star hotels (135.36) 

and the lowest in the one star hotels (100). But the highest growth in the indices 

of the professionally qualified hands was in the one star hotels (200) and the 

lowest in the 2 star hotels (113 .64). 

6152.8 The Security Staff 

The total number of the security staff increased from 144 (1989-90) to 179 

(1993-94) (Table 6.11). The increase in the total number of the professionally 

qualified among them was from 24 to 31. The proportion of the professionally 

qualified to the total increased from 16.67 percent to 17.22 percent. The indices 

of the total number of the security staff increased from 100 to 125 and that of the 

professionally qualified from 100 to 129. 17 during the above period. 

The security staff are taken either on contract basis or on direct 

appointment. Those in the latter category are the professionally qualified such as 

the Ex-servicemen and Ghurkhas. Details of the qualification of the former are not 

given. There are no professionally qualified security staff in the 5 star and one star 

hotels and hence they are kept on contract basis. In the remaining categories of 

hotels security staff are kept both on contract basis and on direct appointment 

basis 

6 15 2 <) The Trainees 

During the period 1989-90 to 1993-94 the total number of trainees 

increased from 398 to 610 and the professionally qualified among them from 336 

to 521 with percentage increase in the professionally qualified to the total from 

84.42 to 85.41.( Table 6.12). As regards the five star hotels the entire trainees 
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were professionally qualified throughout the period. The indices of the total 

number of trainees and the professionally qualified grew the highest in the 

category called others i.e. from 100 to 275 and from 100 to 323.81 respectively. 

The lowest was in the five star hotels. This was because the intake of the trainees 

in the five star hotels was on a uniform pattern throughout the period, whereas in 

the other categories of hotels it was increasing steadily up to 1992- '93 and had a 

slight decline in 1993-'94. 

6.15.2.10. The Other Staff 

Those who are not included in the above mentioned nine specific categories 

of staff are termed as others. Members in this group increased from 345 to 453 

during 1989-90 to 1993-94 and among them the professionally qualified increased 

from 45 to 67 and the percentage of such staff to the total increased from 13 .04 to 

14.79. (Table 6.13). This proportion was the highest in the five star hotels 

throughout the period and the lowest in the one star hotels. The indices of the 

total members of this category, grew the highest in the category of hotels called 

"others" i e. from 100 to 183.33 and that of the professionally qualified in the 

three star hotels i.e. from 100 to 188.89.The indices grew the least in the total 

number of the other stafT as well as in the professionally qualified hands in the five 

star category (103.28 and 112.5 respectively). 

Conclusion 

The foregoing analysis shows that both the total number of employees and 

professionally qualified employees increased during the period 1989-90 to 1993-

94 But the indices grew more in respect of the professionally qualified hands. 

This indicates the acceptance of professionalisation in the various categories of 

the hotel job The growth in the category called the trainees indicates the growing 
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acceptance of the hotel job by the people. When unemployment in the other fields 

is a problem, ample job opportunities in the hotel field are real blessings. In the 

five star hotels, employees in the managerial and supervisory cadre, receptionists 

and trainees are all professionally qualified. The three star and two star hotels are 

also in a constant effort to offer better quality services and facilities as indicated 

by the growth in the indices. The unclassified hotels (i.e. the category called 

"others") show tremendous growth and they out-shine the star hotels in many 

respects They are hotels of recent origin and are of good standard, but remain 

unclassified because of the delay in classifying them by the authorities. 

The attractiveness of a hotel to a great extent depends on the taste and 

variety of food served by it. This in turn depends on the cooks. Hence cooks are 

paid attractive salaries. In big hotels, a few expert cooks who are professionally 

qualified and experienced take charge of the section and a number of cooks to 

assist them are also appointed. The room boys, security staff and office staff are 

the categories for whom professional qualification is not essential. Among the 

office-staff, the growth in the professionally qualified personnel is the result of 

mechanisation in the hotel industry and the resultant recruitment of trained hands 

to operate the machines. 

6.16 Sodo Economic Profile of the Hotel Employees - An Analysis of The 

Survey Data from the Hotel Employees 

In view of the growing importance of the hotel profession, an attempt is 

made here to expose the speciality of this profession and the various problems 

and prospects related to it by analysing the data collected from the 

employees. 
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TABLE 6.15 

AGE OF GROUP OF RESPONDENT HOTEL EMPLOYEES 

Respo11dents 20-25 25-30 30-35 35-40 Above 40 Total 

Managers & 7 12 4 8 7 38 100 
Supervisors 

18.42 31.58 10.53 21.05 18.42 
Receptionists 4 2 3 2 - 11 100 

36.6 18.18 27.27 18.18 -
Waiters 2 4 9 3 2 20 100 

10 20 45 15. 10 
Cooks 3 1 1 1 - 6 100 

50 16.67 16.67 16.67 -
House Keepers 4 2 2 - - 8 100 

50 25 25 - -
Office Staff 2 7 5 1 2 17 100 

11.76 41.18 29.41 5.88 11.76 
Total 22 28 24 15 11 100 100 

22 28 24 15 11 

Note: Figuresin italics show percentage share to total of the concerned category. 

Source: Survey data. 

6.16.1 Designation and Nature of Appointment 

The category-wise distribution of the respondent hotel employees shows 

that the highest proportion (38 per cent) of them were managerial and supervisory 

personnel and the lowest (6 per cent) were cooks (Table 6. 14) . The nature of 

appointment shows that 75 per cent of the total employees were permanent. The 

highest proportion of the permanent staff was in the category of waiters (90 per 

cent) and the lowest in house keepers (62.5 per cent). 
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6.16.2 Age Group 

The maximum number of the respondent employees were in the age-group 

of 25 to 30 years (28 per cent) followed by the group of 30-35 years (24 per cent) 

( Table 6. 15) . The lowest was in the group of above 40 years (11 per cent). Out 

of the respondents 74 per cent were below 35 year old. This points out the 

acceptance of the hotel profession by many only in recent years. 

There are employees belonging to all the five age groups in the managerial 

and supervisory staff, waiters, and office staff. But the highest proportion of the 

managerial and supervisory staff and office staff belong to the age group of 25-30 

years. i.e., 31. 58 per cent and 41. 18 per cent respectively and that of waiters (45 

per cent), to the age group of 30-35 years. All the house-keeping personnel were 

below 35 years old. Majority of the receptionists (36.36 per cent), cooks (50 per 

cent) and house keepers (50 per cent) were in the age group of 20-25 years. 

Acquiring an attractive job at the age of 20-25 years is something very significant, 

especially in the era of growing unemployment. Similarly the managerial and 

supervisory posts can be held by those who are in the young age group of 25-30 in 

the hotel profession unlike in other fields. 

6.16.3 Length of Service 

Analysing the length of service of the respondent employees it was found 

that the maximum number belonged to the group of less than 5 years of service 

(40 per cent) and only the minimum number ( 6 per cent) belonged to the group of 

more than twenty years of service ( Table .6. 16.). It can further be seen that the 

highest proportion of all the categories of the staff other than the waiters, and 

office staff belonged to the group of less than 5 years of length of service. The 

highest proportion of waiters was in the group of 10-15 years (30 per cent) and 



268 

that of office staff in 5-10 years ( 58.82 per cent). Analysing the category of staff 

in each span of service it can be seen that the highest proportion of staff having 

less than 5 years of service belonged to the managerial and supervisory personnel 

(625 percent) and the lowest to the office staff (2.5 per cent). In the last group of 

staff having more than 20 years of service there were only 3 groups viz. the 

managerial and supervisory staff, waiters and office staff who had equal 

representation (33.33 per cent each). 

6.16.4 The General Educational and Technical Qualifications o/the Employees 

The general educational qualification of the majority of the hotel employees 

is pre-degree/plus two (51 per cent) followed by 27 per cent with S. S. L. C (Table 

6.17). The lowest number of employees (3 per cent) is the post-graduates. This 

shows that the hotel industry absorbs mostly people with S.S.L.e. to pre-degree. 

Over and above this, technical qualification is also required. Table 6.18 shows that 

68 per cent of the respondent employees are technically qualified and majority of 

them (35) have passed the certificate course from food crafts institutes followed 

by 27 employees with the 3 year diploma in hotel management. Majority of the 

managerial and supervisory staff are the three year diploma holders in hotel 

management (50 per cent) followed by the degree holders in hotel management 

(15 79 per cent). Fifty percent of the cooks have passed the 3 year diploma in 

hotel management and 33.33 per cent the certificate course from food crafts 

institutes. Similarly 54.55 per cent of the receptionists and 75 per cent of the 

waiters have passed the certificate course. Of the office staff 52.94 per cent do 

not possess any technical qualification. 
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TABLE 6.17 

GENERAL EDUCATIONAL QUALIFICATION OF THE RESPONDENT HOTEL EMPLOYEES 

General Educational Qualification 
Posts Held S.S.Le Pre-Degree / Graduation Post Total 

Plus Two Graduation 
No % No % No G/o No % No % 

Managerial & 20 
SUpe";SOI)" 4 10.53 52.63 12 31.5~ 2 5.26 38 100 
Staff 
Receptionists 3 27.27 6 54.55 1 9.09 1 9.09 11 100 

Waiters 9 45.00 11 55.00 - - - - 20 100 

Cooks 2 33.33 4 66.67 - - · . 6 100 

House 3 37.50 5 62.50 . - · - 8 100 
Keepers 
Office Staff 6 35.29 5 29.41 6 35.29 · . 17 100 

Total 27 27% 51 51% 19 19% 3 3% 100 100% 

Source : Survey data 

6.16.5 Essentiality of Technical Qualification 

A survey conducted among the hotel employees as to the essentiality or 

otherwise of the technical qualifications in hotel management for the effective 

performance of their job reveals (Table 6.19) that 72 per cent of the employees 

considered technical qualification essential for the efficient performance of their 

respective jobs More than 70 per cent of the staff from each group, excluding 

office staff, felt that technical qualifications are essential. Among the office staff, 

only 47.06 per cent considered it essential. 
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TABLE 6.19 

RESPONSE REGARDING WORTHINESS OF TECHNICAL QUALIFICATION IN EFFECTIVE 
PERFORMANCE OF HOTEL JOBS 

Respondents Essential 
No 

Managers & 30 
Supervisors 
Receptionists 8 

Waiters 15 

Cooks 5 

House Keepers 6 

Office Staff 8 

Total 72 

Note NA = Not Applicable. 
Source: Survey data. 

% 
78.95 

72.73 

75.00 

83.33 

75.00 

47.06 

72.00 

Technical Qualification 
Not Essential N.A Total 

No % No % No % 
- - 8 21.05 38 100 

- - 3 27.27 11 100 

- - 5 25.00 20 100 

- - 1 16.67 6 100 

- - 2 25.00 8 100 

- - 9 52.94 17 100 

- - 28 28.00 100 100 

TABLE 6.20 

WORKING HOURS OF THE RESPONDENT HOTEL EMPLOYEES 

Respondents Below 8 hrs 8 hrs 8-10 hrs Above 10 hrs Total 

Managers & 
15(39.47) 16(42.11) 7(18.42) 38(100) Supervisors -

Receptionists - 10(90.91) 1(9.09) - 11 (lOO) 

Waiters - 19(95.00) 1(5.00) - 20 (100) 

Cooks - 4(66.67) 2(33.33) - 6 (100) 

House Keepers - 5(62.50) 3(37.50) - 8 (100) 

Office Staff 5(29.41 ) 4(23.53) 6(35.29) 2(11..77) 17 (100) 

Total 5(5) 57(57) 29(29) 9(9) 100 (100) 

Note: Figures in brackets show percentage to total of the category of the employees 
Source: Survey data. 
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TABLE 6.21 

SHIFT DUTIES OF RESPONDENT HOTEL EMPLOYEES 

Respondents No Shift 2 Shifts 3 Shifts Total 

Managers & 11(28.95) 23(60.53) 4(10.52) 38 (100) 
Supervisors 
Receptionists 4(36.36) 6(54.55) 1(9.09) 11 (100) 

Waiters - 16(80) 4(20) 20 (100) 

Cooks 2(33.33) 3(50) 1(16.67 06 (100) 

House Keepers 3(37.50) 3(37.5) 2(25) 08 (100) 

Office Staff 14(82.35) 3(17.65) - 17 (100) 

Total 34(34) 54(54) 12(12 100 (100) 

Note: Figures in parenthesis show the percentage to total of the category of the employees. 
Source: Survey data. 

6.16.6 Working Hours and Shift Duty of the Hotel Employees 

The working hours of the hotel employees are not similar to that of the 

employees in other industries. They have some peak-hours of work during 

different sessions on a day. The highest number of the managerial and supervisory 

staff and office-staff (42.11 per cent and 35.29 per cent respectively) have to 

work for 8-10 hours and the receptionists, waiters, cooks and house-keepers 

(90.91 per cent, 95 per cent, 66.67 per cent and 62.5 per cent respectively) for 8 

hours (Table 6.20). The majority of the total staff (57 per cent) work for 8 hours. 

Only some of the office staff work for less than 8 hours (29.41 per cent). Similarly 

a few of the managerial and supervisory staff (18.42 per cent) and the office staff 

(11. 77 per cent) work for more than 10 hours a day. This means that they have to 

work on shifts 
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. Only 34 per cent of the employees has no shift duty. On category-wise 

analysis it is seen that 82.35 per cent of the office staff is the highest fraction 

included in this non-shift group (Table 6.21). The majority of the employees (54 

per cent) have to work in two shifts. The highest proportion of the waiters (80 

per cent) and the lowest proportion of the office staff (17.65 per cent) have to 

work in two shifts. 

6.16.7 Monthly Income 

The monthly income of the hotel employees is considerably large. Over and 

above the monthly salary, most of them are in receipt of free food and 

accommodation and tips . Table 6.22 shows the distribution of the respondent 

employees on the basis of their monthly pay. The largest proportion of employees 

(32 per cent) received salary in the range of RS.2000-3000 and the smallest 

proportion in the range of less than Rs.l 000 (3 per cent). Among the managerial 

and supervisory staff the highest proportion (39.47 percent) is in receipt of a 

salary in the range of RS.3000- 4000 followed by 18.42 per cent drawing above 

RS.5000. Totally 73.68 per cent of this category of staff do receive salary above 

Rs.3000 The cooks are the other category of staff who receive . salaries above 

Rs 5000 Free food to the staff members is a great attraction of the hotel job. 

Here 86 per cent of the total employees get free food (Table 6.23 .. ) from the 

establishments. All the employees (100 per cent) in the managerial and 

supervisory cadre, receptionists and cooks said that they were in receipt of this 

facility followed by 82.35 per cent of the office staff, 62.5 per cent of the house 

keepers and 60 per cent of the waiters. 

An attempt was made to .assess the approximate cost of free food provided 

to various categories of employees. Table 6.24 shows that out of the 86 
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TABLE 6.23 

RESPONSE REGARDING SUPPLY OF FREE FOOD TO RESPONDENT HOTEL EMPLOYEES 

Respondents Free food Free food not Total 
supplied supplied 

Managers & 38 (lOO) - 38 (lOO) 

Supervisors 
Receptionists 11 (lOO) - 11 (100) 

Waiters 12 (60) 8(40) 20 (100) 

Cooks 6 (lOO) - 6 (100) 

House Keepers 5 (62.5) 3(37.5) 8 (lOO) 

Office Staff 14 (82.35) 3(17.65) 17 (lOO) 

Total 86 (86) 14 (14) 100 (100) 

Note: Figures in brackets show the percentage to total of the concerned category of the 
employees. 

Source : Survey data 

TABLE 6.24 

APPROXIMATE COST OF FREE FOOD SUPPLIED TO RESPONDENT HOTEL EMPLOYEES 
(MONTHLy) 

Respondents BelowRs 800 Rs 800-1200 Rs.1200-1600 Rs. 1600-2000 Above Rs. 2000 Total 

MIIDlIget'S & 
4 IS 5 7 7 Supervisors 

10.53 39.-17 13.16 18..12 18.42 
Rea:ptionists 10 I - - -

90.91 9.09 - - -
Waiters 7 5 - - -

58.33 -11.67 - - -
Cooks 2 2 I I -

33.33 33.33 16.67 16.67 -
House Keeprs 2 2 I - -

-10.00 -10.00 20.00 - -
Office StaIr 13 I - - -

92.86 7.1-1 - - -
Total 38 26 7 8 7 

-1-1.19 30.23 8.U 9.30 8.U 

~I)te. Figures in italics show the percentage to total of the concerned category of the 
employees. 

Source Survey data 

38 

100 
11 

100 
12 

100 
6 

100 
5 

100 
14 

100 
86 

100 
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TABLE 6.25.A 

RESPONSE REGARDING TIPS RECEIVED BY THE RESPONDENT HOTEL EMPLOYEES 

Respondents Tips Received Tips not Received Total 

Managers & Supervisors 15(39.47) 23(60.53) 38(100) 

Receptionists 5(~5.45) 6(5~.55) 11(100) 

Waiters 20(100) - 20(100) 

Cooks - 6(100) 6(100) 

House Keepers 1(12.5) 7(87.5) 8(100) 

Office Staff 2(11.76) 15(88.24) 17(100) 

Total 43(43) 57(57) 100 (100) 

Note: Figures in brackets the show percentage to total of the concerned category of the 
employees 

Source: Survey data 

TABLE 6.25 B 

TIPS RECEIVED BY THE RESPONDENT HOTEL EMPLOYEES 
(AVERAGE MONTHLY RECEIPTS) 

Respondents Below Rs. 500 Rs. 500-1000 Rs. 1000-1500 

Managers & Super\'isors - 4(26.67) 11(73.33) 

Receptionists 4(80) 1(20) -
Waiters 6(30) 7(35) 7(35) 

Cooks - - -
House Keepers 1( 100) - -
Office Staff 2(100) - -
Total 13(30.23) 12(27.91) 18(41.86) 

Total 

15(100) 

5(100) 

20(100) 

-
1(100) 

2(100) 

43(100) 

Note: Figures in brackets show the percentage to total of the concerned category of the 
employees 

Source Survey data 
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employees 38 (44.19 per cent) assess the average monthly cost of food they get 

would be below RS.800/- while 26 (30.23 per cent) employees get food costing 

between RS.800-1200. It is also seen that the managerial and supervisory staff 

followed by cooks enjoy expensive food facilities i.e. 18.42 per cent of the 

managerial staff and 16.67 per cent of the cooks are in receipt food costing 

Rs.1600 - 2000 and another 18.42 per cent of the managerial staff get food 

costing above Rs.2000. 

6.16.8 Tips From Guests 

It can be seen that 43 percent of the employees used to get tips from hotel 

guests (Table 62S.A). It is discernible from the Table that lOO percent of the 

waiters, 45.45 per cent of the receptionists and 39.47 per cent of the managerial 

and supervisory staff were the beneficiaries of tips. The cooks were the only 

category devoid of tips. Among the recipients of tips the highest proportion 

(41.86 per cent) was in receipt of tips in the top range of Rs. 1000-1500. Among 

the managerial and supervisory staff who used to receive tips, 73.33 per cent was 

in receipt of tips in the range of Rs. 1000-1500. As regards the waiters 35 per 

cent of the beneficiaries used to get tips in the range of Rs. 1000-1500 (Table 

6.25.8). 

6.16.9 Free Accommodation 

Free accommodation for the family/self is another attraction of the hotel 

profession. Forty seven per cent of the respondents enjoyed the benefit of free 

accommodation, consisting of 39 per cent for self and eight percent for the family 

(Table 6 26) Office staff was the only category which did not enjoy free 

accommodation facility. On category-wise analysis it is seen that the maximum 
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beneficiaries of free accommodation facilities were the managers and supervisors 

(81.58 per cent) followed by the cooks (50 per cent) and waiters (45 per cent). 

616.10 Response Regarding Pay, Working Condition and Job Satisfaction in 
Hotels. 

Majority of the respondents were satisfied with the pay and working 

conditions in the hotels and they had job satisfaction too. It is seen that 78 per 

cent of the total employees are satisfied with the pay they receive (Table 6.27.Part 

A) On category-wise analysis it is seen that the highest proportion of the waiters 

(90 per cent) are satisfied with the emoluments. The lowest per cent was that of 

the house keepers (50 per cent). About the working conditions in the 

establishment, 90 per cent of the employees answered favourably (Table 6.27 Part 

B) From the category-wise details it is emerged that cent-percent of the 

receptionists and cooks, 94.74 per cent of the managerial and supervisory staff 

and 90 per cent of the waiters answered favourably. The least representation was 

from the office staff (70.59 per cent). It can also be seen that 73 per cent of the 

total employees are satisfied with the job (Table 6.27.Part C). Among the total 

employees all the categories except the waiters have the minimum proportion of 

76.47 per cent having job satisfaction. As regards the waiters, 95 per 'cent of them 

have no job satisfaction. 

616.11 Promotional Avenue and Personal Development 

Seventy two per cent of the employees responded that they have enough 

avenues for promotion and personal development (Table 6.28). Category-wise 

analysis shows that the highest proportion of the managerial and supervisory staff 

(81 58 per cent) followed by the waiters (70 per cent) and the cooks (66.67 per 

cent) answered in the affirmative to this question. The lowest favourable 

response was from the house keepers (625 per cent). 
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TABLE 6.28 

RESPONSE REGARDING PROMOTIONAL A VENUES AND PERSONAL DEVELOPMENT 

Respondents Enough avenues No avenues for Total 
for promotion promotion 

Managers & Supervisors 31(81.58) 7(18.42) 38(100) 

Receptionists 7(63.64) 4(36.36) 11(100) 

Waiters 14(70) 6(30) 20(100) 

Cooks 4(66.67) 2(33.33) 6(100) 

House Keepers 5(62.50) 3(37.5) 8(100) 

Office Staff 11(64.71) 6(35.29) 17(100) 

Total 72(72) 28(28) 100(100) 

Note: Figures in brackets show the percentage to total of the concerned category of the 
employees. 

Source : Survey data 

6.16.12 Employee - Employer Relationship 

It is learnt that 63 per cent of the employees had very good relationship 

with the employers (Table 6.29). When 20 per cent employees marked good 

relationship, 17 per cent indicated their relationship as satisfactory. When the 

employees were analysed category-wise it is seen that the maximum number of 

waiters (70 per cent) maintained very good relationship with the employers 

followed by the managerial and supervisory staff (68.42 per cent). The cooks and 

the house keepers had the minimum representation in this ranking (50 per cent). 

Among the employees who marked their relationship as good the highest 

proportion (37 5 per cent) was in the house keepers and the lowest in the office 

stafT (11.77 per cent). Among those who marked their relationship as satisfactory 

the highest proportion was form the office staff. (29.41 per cent). 



TABLE 6.29 

RESPONSE REGARDING EMLOYEE-EMPLOYER RELATIONSHIP 

Category of Very Good Good Satisfactory Not Satisfactory 
Employees 
Managers & 26 6 6 . 
Supervisors 

68.42 15.79 15.79 -
Receptionists 6 2 3 -

54.55 18.18 27.27 -
Waiters 14 5 1 -

70 25 5 -
Cooks 3 2 1 -

50 33.33 16.67 -
House Keepers 4 3 1 -

50 37.5 12.5 -
Office Staff 10 2 5 -

58.82 11.77 29.41 -
Total 63 20 17 -

63 20 17 -
Note: Figures in italics show the percentage to total of the concerned category of the 

employees 

Source : Survey data. 

TABLE 6.30 

Total 

3a 

100 
11 

100 
20 
100 

6 
100 

8 
100 
17 
100 
100 
100 

RELATIONSHIP OF THE RESPONDENT HOTEL EMPLOYEES WITH OTHERS 
IN THE ESTABLISHMENT 
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Category of Very Good Good Satisfactory Not Satisfactory Total 
Employees 
Managers & 24 1\ 3 . 31 

Supervisors 
63.16 28.95 7.89 - 100 

Receptionists 6 4 I - 11 
5-1.55 36.36 9.09 - 100 

Waiters 12 5 3 - 20 
60 25 15.00 - 100 

Cooks 4 I I - 6 
66.67 16.67 16.67 - 100 

House Keepers 5 3 - - 8 
62.50 37.50 - - 100 

Office Staff 8 5 4 - 17 
47.06 29.41 23.53 - 100 

Total 59 29 12 - 100 
59 29 12 - 100 

Note: Figures m ltahcs show the percentage to total of the concerned category of the employees. 
Source : Survey data. 
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TABLE 6.31 

RESPONSE OF THE HOTEL EMPLOYEES REGARDING MEMBERSHIP IN UNIONS 

Respondents Yes No Total 

Managers & 
15(39.47) 23(60.53) 38(100) 

Supervisors 
Receptionists 7(63.64) 4(36.36) 11(100) 

Waiters 17(85.00) 3(15.00) 20(100) 

Cooks 4(66.67) 2(33.33) 6(100) 

House Keepers 5(62.50) 3(87.50) 8(100) 

Office Staff 11(64.71) 6(35.29) 17(100) 

Total 59(59.00) 41(41.00) 100(100) 

Note: Figures in brackets indicate the percentage to total of the concerned category of 
the employees. 

Source: Survey data. 

TABLE 6.32 

RESPONSE OF THE HOTEL EMPLOYEES REGARDING WORTHINESS OF 
LABOUR UNIONS 

Respondents Active for the welfare of Not Active No Response 
members 

Managers & 
14(36.84) 8(2U)5) 16(42.11) 

supervisors 
Receptionists 5(45.46) 3(27.27) 3(27.27) 

Waiters 15(75.00) 1(5.00) 4(20.00) 

Cooks 4(66.67) 1(16.67) 1(16.67) 

House Keepers 4(5000) 2(25.00) 2(25.00) 

Office Staff 8(47.06) 6(35.29) 3(17.65) 

Total 

38(100) 

11(100) 

20(100) 

6(100) 

8(100) 

17(100) 

Total 50(50.00) 21(21.00) 29(29.00) 100(100) 

Note Figures in brackets indicate the percentage to total of the concerned category of 
the employees. 

Source: Survey data. 
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616.13 Relationship with Other Employees 

Fifty nine per cent of the total employees had very good relationship with 

the other employees in the establishments, while 29 per cent maintained good 

relationship and 12 per cent satisfactory (Table 6.30). The highest percentage of 

the cooks (66.67 per cent) and the lowest percentage of the office staff (47.06 per 

cent) had very good relationship with the other employees in their establishments. 

None of the employees responded negatively. 

6.16.14 Trade Union ltlembership 

It is very often said that labour unions are not very strong amongst the hotel 

employees. For the same reason the employees are not co-ordinated and hence 

have very weak bargaining power with the employers. The enquiry made in this 

matter revealed that 59 per cent of the hotel employees had membership in the 

labour unions. The highest proportion of waiters (85 per cent) and the lowest of 

managers and supervisors (39.47 per cent) had membership in the labour unions 

(Table 6.31). 

616.15 Worthiness of Labour Unions in Hotel Industry 

The employees will automatically take membership in the labour UnIons 

provided they are convinced of the benefits. In other words, the labour unions 

should work actively for the welfare of its members. The employees were asked 

as to whether the labour unions were active for the welfare of the members. Fifty 

per cent of the employees responded positively, twenty one per cent negatively and 

the rest had no response. The highest proportion of all the categories of 

employees except managers and supervisors responded in the affirmative (Table 

632) 
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6.16.16 Multi-lingual Staff 

The employees identified SIX languages in which they can speak, read or 

write viz. English, Malayalam, Hindi, Tamil, French and German. The guests from 

different countries and different parts of India are to be entertained in a hotel. 

Multi-lingual staff are necessary in a hotel for this purpose. Ninety nine percent of 

the employees can speak, read, and write English; 93 per cent can speak 

Malayalam, 88 per cent can read it and 86 per cent can write; 70 per cent of them 

can speak Hindi, 71 per cent can read it and 61 per cent can write it; 42 per cent 

can speak Tamil, 22 per cent can read and 19 per cent can write it; 10 per cent of 

them can speak French and eight per cent can read and write it and four per cent of 

them can speak German and one per cent can read and write it (Table 6.33). 

All categories of employees except five per cent waiters can speak, read, 

and write English This indicates that knowledge of English (to speak, read, and 

write) is an essential requirement for the hotel job. The percentage of employees 

who can speak, read and write Malayalam varies between 80 and 95. This is 

because majority of the employees are from Kerala. The percentage of employees 

who can speak, read and write Hindi ranges between 50 and 90. More than 60 per 

cent of the managers and supervisors, receptionists, waiters and house-keepers 

belong to this group. The receptionists are the only group with knowledge of all 

the six languages mentioned and the highest range of employees who can speak 

read and write English, Malayalam and Hindi belong to that group. This is because 

they are the categories of employees with whom the guests come into contact with 

first and continue to have contacts frequently. 
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Conclusion 

The foregoing analyses show that seventy-five per cent of the hotel 

employees were permanent. The house keepers, managerial and supervisory staff 

and receptionists were the major categories of temporary employees. The 

managerial and supervisory posts can be held at the young age of 25 to 30 in the 

hotel profession unlike in other industries. Eighty nine per cent of the hotel 

employees was below the age of forty years, which points out the acceptance of 

hotel profession by many only in recent years. Sixty-eight per cent of the 

employees was below ten years of experience. Eighty-eight per cent of the 

respondent employees had S. S. L. C.I pre degree as their general educational 

qualification and sixty-eight per cent was technically qualified, i.e. certificate 

holders from Food Crafts Institutes or three year diploma/degree holders in hotel 

management and catering technology. The working hours of the majority of the 

employees ranged between eight to ten hours. The managerial and supervisory 

staff and waiters had to work for more than ten hours in two or more shifts. 

Besides their pay the hotel employee gets free food, tips and free accommodation. 

The majority of the employees were satisfied with the pay and working conditions. 

The managerial and supervisory staff, cooks and waiters felt that they had good 

avenues for promotion. Employee-employer relationship and the relationship of 

the employees with the others in the establishment were found very good. Fifty 

nine per cent of the employees had membership in the labour unions. 

All employees except five per cent waiters can speak, read, and write 

English. Eighty to ninety-five per cent of them can speak, read and write 

Malayalam. More than sixty per cent of managers, receptionists, waiters, and 

house-keeprs can speak, read alld write Hindi. The receptionists are the only 
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group with knowledge of all the six languages, VIZ. English, Malayalam, Hindi, 

ramil, French and German. This is because the guests come into contact with the 

receptionists more frequently than with others. 

Thus the human resource of hotel industry in Kerala are being refined 

gradually through professionalisation and training. The analyses on their socio

economic profile will enthuse the youth to enter into hotel profession confidently. 

The interaction between the two sets of people, the· hosts and the guests, is of 

paramount importance in the hotel industry. Guest satisfaction is the pivot of the 

hotel industry An attempt is made to get the opinion of the tourists to Kerala in 

this regard. Similarly, the hotel establishments wherein, those guests stay and are 

being served by the employees are surveyed. The results of these attempts are 

presented in the following chapter. 
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POTENTIALITY OF THE HOTEL INDUSTRY IN 

THE PROMOTION OF TOURISM IN KERALA 



CHAPTER - VII 

POTENTIALITY OF THE HOTEL INDUSTRY IN THE 
PROMOTION OF TOURISM IN KERALA 

mhe dependence of tourism on the hotel industry has already been made 

clear and hence it is true that the hotel industry is responsible to a great extent, for 

the strength and weakness of the tourism industry. An attempt is made in this 

chapter to bring out the position of Kerala in this regard by using primary as well 

as secondary data. The role of the hotel industry in providing employment 

opportunities is a relatively major issue and hence has been discussed in the 

previous chapter, viz. " Human Resource Development in the Hotel Industry". An 

analysis of the primary data collected from the foreign and domestic tourists and 

the hotel establishments reveal certain interesting conclusions. 

7.1. Tourists - A Profile of the Sample 

The primary data was collected from 100 foreign tourists and 150 domestic 

tourists using systematic sampling. The data collected from 100 foreign tourists 

are divided into seven groups, based on the nationality of the tourists as follows: 

U K. Germany, France and the rest of Europe (Italy, Switzerland, Spain and 

Sweden), America (USA and Canada), Japan and others (Australia, Brazil, Egypt, 

Iran, New Zealand, Nigeria, Saudi Arabia, Sri Lanka and Thailand). A profile of 

these tourists is given in Table 7.1 A, which 'shows that 62 per cent of the 

respondent foreign tourists are males. A nationality-wise analysis indicates that 
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the highest rate of 75 per cent male tourists were from Japan. The highest 

percentage of the females ( 45.45 per cent) were received from America. 

The respondent domestic tourists (150) from different parts of India are 

categorised into six groups such as: 

I. North Zone (Arunachal Pradesh, Assam, Chandigarh, Delhi, Hariyana, Himachal 

Pradesh, Jammu & Kashmir, Manipur, Meghalaya, Mizoram, Nagaland, Punjab, 

Rajastan, Sikkim and Tripura). 

2 Central Zone (Madhya Pradesh and U.P). 

3. East Zone (Bihar, Orissa and West Bengal). 

4. West Zone (Gujarat, Maharashtra and Goa). 

5. South Zone(Andhra Pradesh, Karnataka, Kerala and Tamil Nadu). 

6. Others (Andaman, Lakshadweep and Pondichery). 

The profile of the domestic tourists is given in Table 7.1B, according to 

which 57.33 per cent of them are males. It is also discernible from the Table that 

the proportion of the male tourists to total tourists is the highest from the East 

Zone (70.59 per cent) and the lowest from the South Zone (52 per cent) when a 

zone-wise analysis is done 

72 Occupational Background 

The occupational back ground of the respondent foreign tourists and 

domestic tourists are given in Tables 7.2.A and 7.2.B respectively. The majority 

(38 per cent) of the foreign tourists belong to the category of 

professionals/executives and administrative personnel and the minority (6 per cent) 
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TABLE 7.1 A. 

DISTRIBUTION OF THE RESPONDENT FOREIGN TOURISTS BY NATIONALITY AND SEX. 

SI.No. Nationality Male Female 

1. U.K 10 7 
58.82 41.18 

2. Gennany 7 4 
63.64 36.36 

3. France 6 3 
66.67 33.33 

4. R.O.E 4 3 
57.14 42.86 

5. America 6 5 
54.55 45.45 

6. Japan 6 2 
75 25 

7. Others 23 14 
62.16 37.84 

Total 62 38 
62 38 

Note' Figures in italics show the percentage to total of the concerned nationality 
Source' Survey Data 

SI.No. 
1. 

2. 

3. 

4. 

5 

6 

TABLE 7.1B. 

DISTRIBUTION OF THE RESPONDENT DOMESTIC TOURISTS BY 
REGION OF DOMICILE AND SEX. 

Zone Male Female 
North 17 13 

56.67 43.33 
Central 12 8 

60 40 
East 12 5 

70.59 29.41 
West 9 6 

60 40 
South 26 24 

52 48 
Others 10 8 

55.56 44.44 
Total 86 64 

57.33 42.67 .. 
Note: FIgures In Itahcs show the percentage to total of the concerned zone. 
Source: Survey Data. 

Total 
17 

100 
11 

100 
9 

100 
7 

100 
11 

100 
8 

100 
37 

100 
100 
100 

Total 
30 

100 
20 

100 
17 

100 
15 

100 
50 

100 
18 

100 
150 
100 



Countries 

U.K 

Germany 

France 

R.O.E 

America 

Japan 

Others 

Total 

TABLE 7.2.A 

NATIONALITY-WISE AND OCCUPATION-WISE DISTRIBUTION OF 
THE FOREIGN TOURISTS. 

Professionals, Services Students Business / Others 
Executives (Employees) Enterprises 

Adnm. 
personnel 

6 2 2 1 6 
35.30 11.76 11.77 5.88 35.29 

3 1 1 1 5 
27.27 9.09 9.09 9.09 45.46 

4 1 - 1 3 
44.44 11.11 - 11.11 33.33 

2 1 1 1 2 
28.57 14.29 14.29 14.28 28.57 

6 1 1 - 3 
54.55 9.09 9.09 - 27.27 

2 2 1 1 2 
25 25 12.5 12.5 25 
15 4 3 1 14 

-10.54 10.81 8.11 2.70 37.84 
38 12 9 6 35 
38 12 9 6 35 

Note. Figures in italics show the percentage to total of the concerned country. 
Source. Survey data 
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Total 

17 
100 

11 
100 

9 
100 

7 
100 

11 
100 

8 
100 
37 

100 
100 
100 

to business/entrepreneurs. On country-wise analysis the proportion of the former 

category to total tourists of the respective country is the highest in all countries 

excepting Germany and the latter category remains the lowest in all countries. 

America has supplied the highest proportion (54.55 per cent) to the former 

category and nil to the latter. 

The majority (30.67 per cent) of the respondent domestic tourists belong to 

the category of services/employees and the minority (6.67 per cent) to the 

category of students(Table 7. 2B) On a region-wiset~malysis the proportion of the 
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TABLE: 7.2 B 

REGIONWISE AND OCCUPATION-WISE DISTRIBUTION OF THE DOMESTIC TOURISTS 

Region Professionals, Services Students Business / Others 
Executives (Employees) Enterprises 

Admn. 
Personnel 

Northern 7 9 2 8 4 
23.33 30 6.67 26.67 13.33 

Central 5 4 2 6 3 
25 20 10 30 15 

Eastern 2 6 1 5 3 
11.77 35.29 5.88 29.41 17.65 

Western 3 5 1 4 2 
20 33.33 6.67 26.67 13.33 

Southern 7 17 2 18 6 
].I 3-1 4 36 12 

Others 3 5 2 4 4 
16.67 27.78 11.11 22.22 22.22 

Total 27 46 10 45 22 
18 30.67 6.67 30 14.67 

Note : Figures in italics show the percentage to total of the concerned region. 
Source: Survey Data 

TABLE: 7. 3A 

Total 

30 
100 
20 

100 
17 

100 
15 

100 
50 

100 
18 

100 
ISO 
100 

MONTHLY FAMILY INCOME-WISE DISTRIBUTION OF THE FOREIGN TOURISTS 
(RI. in tbousands) 

Country Below 50 50-100 100-150 Above 150 
U.K 4 3 4 6 

23.53 17.65 23.53 35.29 
Germany 3 2 2 4 

27.27 18.18 18.18 36.36 
France 1 2 3 3 

11.11 22.22 33.33 33.33 
R.O.E - 3 2 2 

- -12.86 28.57 28.57 
America 2 2 2 5 

18.18 18.18 18.18 -15.46 
Japan 1 2 3 2 

12.5 25 37.5 25 
Others 9 5 8 15 

2-1.32 13.51 2/.62 -10.54 
Total 20 19 24 37 

20 19 24 37 
Note: Figures In italiCS show the percentage to total of the concerned country. 
Source: Survey data. 

Total 
17 

100 
11 

100 
9 

100 
7 

100 
11 

100 
8 

100 
37 

100 
100 
100 



296 

TABLE 7.3 B 

MONTHLY FAMILY INCOME-WISE DISTRIBUTION OF THE DOMESTIC TOURISTS 

Region Below 10,000 10000-20000 Above 20000 
Nonhern 18 9 3 

60 30 10 
Central 11 6 3 

55 30 15 
Eastern 10 4 3 

58.82 23.53 17.65 
Western 10 1 4 

66.67 6.67 26.67 
Southern 30 13 7 

60 26 14 
Others 9 6 3 

50 33.33 16.67 
Total 88 39 23 

58.67 26 15.33 

Sote : Figures in italics show the percentage to total of the concerned region. 
Source: Survey data. 

TABLE 7.4 

Total 
30 

100 
20 

lOO 
17 

lOO 
15 

lOO 
SO 

lOO 
18 

lOO 
ISO 
lOO 

DISTRIBUTION OF THE FOREIGN TOURISTS BASED ON THEIR PURPOSES OF VISIT 

i SI. Purpose of Visit 
Frequency 

! No. Observed Ex~ected 

I 
I. Business 11(11) 12.5 

2. Official 4(4) 12.5 

3 Pleasure 50(50) 12.5 

I 4 Sight-Seeing 17(17) 12.5 

5 Wild life 2(2) 12.5 

b Beach Visit 13(13) 12.5 

7 Pilgrimage 1(1) 12.5 

8 Any other 2(2) 12.5 

Total 100(100) 100 

\Ole l = 148.32> X2 7.0.05 = 14.067 
Figures in brackets indicate percentages. 
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former category to total tourists of the respective region was the maximum in 

regions such as Northern (30 per cent ), Eastern (35.29 per cent), Western (33.33 

per cent) and others (27.78 per cent). A Similar proportion of the latter category 

was the lowest in all regions. 

7.3 Monthly Family Income 

Distribution of foreign and domestic tourists based on their monthly family 

income is shown in Tables 7.3A and 7 38 respectively. It is discernible from Table 

7.3A that the maximum (37 per cent) of the foreign tourists belong to the family 

income group of above Rs.150,000 per month and this group seems to 

predominate in all countries excepting the rest of Europe and Japan. The minimum 

number of tourists (19 per cent) belong to the income group of Rs.50,000-

100,000 and on country-wise analysis this group predominates in the rest of 

Europe(42.86 per cent) only. 

It is indicated in Table 7.38 that the maximum domestic tourists(58.67 per 

cent) belong to the monthly family income group of below Rs.IO,OOO and the 

majority of the tourists from all the regions fall under this group on region wise 

analysis The tourists from the Western region were the toppers( 66.67 per cent) 

in this group The minimum tourists (15.33 per cent) belong to the monthly family 

income group of above Rs.20,000 per month and all regions excepting the Western 

region have the minimum representation in this group. As regards the Western 

region the second highest proportion (26.67 per cent) of the tourists from there 

belong to this group. The least representation from the Western region is from the 

income group of Rs. 10,000 - 20,000 per month. 
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TABLE 7.5 

DISTRIBUTION OF THE DOMESTIC TOURISTS BASED ON THEIR PURPOSES OF VISIT 

SI. 
Purpose of Visit 

Frequency 

No. Observed Expected 

1. Business 15(10.00) 18.75 

2. Official 24(16.00) 18.75 

1 Pleasure 32(21.33) 18.75 

4. Sight-Seemg 31(20.67) 18.75 

5. Wild life 8(5.33). 18.75 

6. Beach Visit 14(9.33) 18.75 

7. Pilgrimage 16(10.67) 18.75 

8. Any other 10(6.67) 18.75 

Total 150(100) 150 

Note: -i = 31.423>x2 7.0.05 = 14.067 
Figures in brackets indicate the percentages. 

Source : Survey data 

TABLE 7.6 A 

DISTRIBUTION OF THE FOREIGN TOURISTS BY NUMBER OF VISITS TO KERALA 

Country First visit Second visit > 2 times 
U.K 10 3 

58.82 17.65 
Germany 6 2 

5-1.55 18.18 
France 5 1 

55.56 ll.ll 
R.O.E 4 3 

57.1-1 -12.86 
America 8 1 

72.73 9.09 

Japan 3 3 
37.50 37.50 

Others 24 5 
6-1.87 13.51 

Total 60 18 
60 18 

FIgures In Itahcs show the percentages to total tourists from each nation. 
Source: Survey data. 

4 
23.53 

3 
27.27 

3 
33.33 

-
-
2 

18.18 
2 

25 
8 

21.62 
22 
22 

Total 
17 

100 

11 
100 

9 
100 

7 
100 

11 
100 

8 
100 
37 

100 

100 
100 
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TABLE7.6B 

DISTRIBUTION OF THE DOMESTIC TOURISTS BASED ON THEIR NUMBER OF VISITS 
TOKERALA 

Region First visit Second viSIt >2 times 
North 16 10 4 

53.301 33.33 13.33 
Central ~~ Jo lo 
tast 

6l.171 23~53 JJ~76 
West 

3133 10 26~67 
~utn ~~ IU 18 20 
uthers 12 

1167 1166 66.67 
Total 5:10 2l~0 ]~ 

Note • Figures in italics show the percentages to total tourists from each zone. 

Source. Survey data. 

7.4. Purpose of Visit 

Total 

19o 
lzgO 

lJo 
lJo 
jgo 
lJo 
}~~ 

It can be seen from Table 7.4 that 50 per cent of the foreign tourists come 

to Kerala for pleasure followed by sight seeing (17 per cent) and beach visit (13 

per cent) Similarly the highest proportion of the domestic tourists (21.33 per 

cent) visit Kerala for pleasure (Table 7.5), followed by sightseeing (20.67 per cent) 

and official purpose( 16 per cent). Chi-square test is used to decide whether the 

purposes of visit of the foreign tourists are significant or not.(Table 7.4). The 

calculated value of chi-square (148.32) is more than the table value (value of "I: 
with 7df at 0.05 level of significance is (14.067) and hence the hypothesis that 

proportions under different purposes of visit are equal gets rejected. The 

proportions are different under different purposes. This means that the purposes 

of visit of the foreign tourists are definite and significant. Regarding the domestic 

tourists the calculated value of X2 is 31.423 which is more than the table value 

(14067 with 7df at 0.05 level of significance) as shown in table 7.5. Hence the 

purposes of visit are significant for the domestic tourists too. 
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7.5 Frequency of Visit 

Till recently Kerala was not known to be a tourist destination among the 

foreigners due to defective marketing. Many of them felt that by India it was 

meant the golden triangle of the North. It was only after disturbances in the 

North, the idea of "Destination South" was popularised. Hence the majority of the 

foreign tourists are visiting Kerala for the first time. Table 7.6.A shows the 

distribution of foreign tourists based on their number of visits to Kerala. Sixty per 

cent of them are visiting Kerala for the first time, eighteen per cent for the second 

time and the remaining twenty two per cent for more than twice. It is also seen 

that more than 50 per cent of the tourists from all countries except Japan visit 

Kerala for the first time and. America ranks first by sending 72.73 per cent of the 

tourists from their country for the first time. It is discernible from Table 7.6.B 

that 58 per cent of the domestic tourists are visiting Kerala for the first time, 26 

per cent for the second time and 16 per cent for more than twice. More than 60 

per cent of the respondent domestic tourists from central, east, south and other 

regions are visiting Kerala for the first time. 

76 Source of Influence 

The highest proportion of foreign tourists (28 per cent) are influenced by 

their own curiosity to visit Kerala, followed by 18 per cent by hotel chains and the 

lowest eleven per cent - by other people who have visited Kerala (Table 7.7.A). It 

can also be seen that it is from the other countries the major proportion (35.14 per 

cent of their total) of foreign tourists visit Kerala on their own curiosity. 

Regarding the domestic tourists, Table 7.7. B indicates that the highest 

proportion( 68 per cent ) is visiting Kerala influenced by their own curiosity just 

like foreign tourists and the lowest (9.33 per cent) on the influence of the 
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TABLE 7.7 A 

DISTRIBUTION OF THE FOREIGN TOURISTS BASED ON THEIR SOURCE OF 
INFLUENCE TO VISIT KERALA. 

Travel agents Tourist Hotel Air Other people Own 
Country and tour offices chains carriers who visited curiosity 

operators Kerala 

UK 3 3 3 1 2 5 
17.65 17.65 17.65 5.88 11.76 29.41 

Gennany 2 1 2 2 1 3 
18.18 9.09 18.18 18.18 9.09 27.27 

France I 2 1 2 I 2 
11.11 22.22 11.11 22.22 11.11 22.22 

R.O.E 1 1 2 1 1 1 
14.29 14.29 28.57 14.28 14.28 14.29 

America 2 I 2 2 2 2 
18.18 9.09 18.18 18.18 18.18 18.18 

Japan 2 1 - 1 2 2 
25 12.5 - 12.5 25 25 

Others 5 6 8 3 2 13 
13.51 16.22 21.62 8.11 5.41 35.14 

Teol 16 15 18 12 11 28 
16 15 18 12 11 28 

Nee: FIgures in italics show the percentages to total tourists from the concerned country. 
Source: Survey data 

TABLE 7.7. B 

Total 

17 
100 

11 
100 

9 
100 

7 
100 

11 
100 

8 
100 
37 

100 
100 
100 

DISTRIBUTION OF THE DOMESTIC TOURISTS BASED ON THEIR SOURCE OF 
INFLUENCE TO VISIT KERALA. 

Other people who Government Own curiosity 
Zone ,isited Kerala agencies --
North 6 2 22 

20 6.67 73.33 
Ct'IItral 3 2 15 

15 10 75 
East 7 2 8 

41.18 11.76 47.06 
West 2 1 12 

13.33 6.67 80 
South 13 3 34 

26 6 68 
Others 3 4 11 

16.67 22.22 61.11 
Total 34 14 102 

22.67 9.33 68 
S~e . FIgures ID ltahcs gIve the percentages to total tounsts from the concerned zone. 
Source. Survey data 

Total 

30 
100 
20 

100 
17 

100 
15 

100 
50 

100 
18 

100 
150 
100 
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TABLE 7.SA 

DISTRIBUTION OF THE FOREIGN TOURISTS BASED ON PATTERN OF TRAVEL. 

Country Alone With family With friends / 
family & friends 

U.K 7 4 6 
41.18 23.53 35.29 

Gennany 5 3 3 
45.46 27.27 27.27 

France 4 2 3 
44.44 22.22 33.33 

Rest of Europe 3 2 2 
42.86 28.57 28.57 

America 4 3 4 
36.36 27.27 36.36 

Japan 5 3 -
62.5 37.5 -

Others 18 8 11 
48.65 21.62 29.73 

Total 46 25 29 
46 25 29 

Note: Figures in italics give the percentages to total tourists from the concerned countries. 
Source' Survey data. 

TABLE 7.8 B 

Total 

17 
100 

11 
100 

9 
100 

7 
100 

11 
100 

8 
100 
37 

100 
100 
100 

DISTRIBUTION OF THE DOMESTIC TOURISTS BASED ON PATTERN OF TRAVEL. 

lone Alone With family With friends / 
family & friends 

North 5 19 6 
16.67 63.33 20 

Central 3 13 4 
15 65 20 

East 2 11 4 
11.76 64.71 23.53 

West 3 10 2 
20 66.67 13.33 

South 9 30 11 
18 60 22 

Others 3 12 3 
16.67 66.67 16.66 

Total 25 95 30 
16.67 63.33 20 

S~e: Figures in italics give the percentages to total tourists from each zone. 
Source: Survey data. 

Total 

30 
100 
20 

100 
17 

100 
15 

100 
50 

100 
18 

100 
150 
100 
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government agencies Tourists from the western region topped (80 per cent) in 

this group. 

7.7 Pattern of Travel 

The pattern of travel of the respondent tourists is depicted in Tables 7.8.A 

and 7.S.B respectively for the foreign and domestic tourists. It can be seen that 

the maximum foreign tourists (46 per cent) come to Kerala alone and the minimum 

(25 per cent) visit with family (Table 7.S.A). On country-wise analysis, it is seen 

that it is from Japan that the largest proportion of tourists (62.5 per cent) come to 

Kerala alone It can be read from Table 7.8.B that 63.33 per cent, the largest 

proportion of the domestic tourists, visits Kerala with family and the minimum 

tourists(l667 per cent)come alone. It can also be seen that the domestic tourists 

coming to Kerala from all the regions with family are in the range of 60 - 70 per 

cent. The Western region and others rank first by supplying 66.67 per cent of the 

tourists from each region to this category. 

7.8 Type of Tour 

The type of tour undertaken by the tourists IS given Tables 7.9.A and 

79B(domestic tourists). As per Table 7.9.A the maximum foreign tourists (76 

per cent) are on independent tour. On country-wise analysis it can be seen that 

the proportion of independent tourists to total tourists from Germany is the 

highest(Sl.S2 per cent). The maximum domestic tourists (93.33 per cent) are on 

independent travel It is seen from Table 7.9. B that the minimum tourist travelling 

independently were 8 S. 89 per cent (others). Package tour to Kerala has not yet 
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TABLE 7.9 A 

DISTRIBUTION OF THE FOREIGN TOURISTS BASED ON THE TYPE OF TOUR. 

Country Independent Package Total 

UK 13 4 17 
76..17 23.53 100 

Germany 9 2 11 
81.82 18./8 100 

France 7 2 9 
77.78 22.22 100 

Rest of Europe 5 2 7 
71..13 28 .. 57 100 

America 8 3 11 
72.73 27.27 100 

Japan 6 2 8 
75 25 100 

Others 28 9 37 
75.68 24.32 100 

Total 76 24 100 
76 2-1 100 

Note' Figures in italics give the percentages to total tourists from the concerned countries. 
Source: Survey data. 

TABLE 7.9 B 

DISTRIBUTION OF THE DOMESTIC TOURISTS BASED ON THE TYPE OF TOUR 

Zone Independent Package 
North 29 1 

96.67 3.33 
Central 18 2 

90 10 
East 16 1 

9-1.12 5.88 
West 14 1 

93.33 6.67 
South 47 3 

9-1 6 
Others 16 2 

88.89 11.11 
Total 140 10 

93.33 6.67 

Note: Figures in italics give the percentages to total tourists from each zone. 
Source: Survey data. 

Total 
30 

100 
20 

100 
17 

100 
15 

100 
50 

100 
18 

100 
ISO 
100 
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become popular. Travel agents and tour operators are reluctant to bring the 

tourists on package tour to Kerala for want of adequate and suitable hotel 

accommodation in the tourist centres of Kerala. 

7.9 Factors of Tourist Attraction 

There are many factors that attract tourists to a destination. The 

potentiality of Kerala as' a tourist destination depends on the availability of those 

factors highly preferred by the tourists. An attempt is made to find out the factors 

of tourist attraction in Kerala in the forthcoming analysis. Kerala is a gift of 

nature. It is enriched with many factors of tourist attraction. Some important 

ones among them are selected and grouped into eight as given in Table 7.10. A and 

also in 7.10.B. Tourists were asked to mark their first, second, third and fourth 

preferences against the eight factors. The foreign tourists are regrouped into three 

based on their nationality, as Europe, America and others for statistical 

requirements. Similarly the domestic tourists were also regrouped into three, viz. 

North, South and other zones. The number of tourists to each such division under 

the respective preferences were ascertained and shown in Tables 7.10.A (foreign 

tourists) and 7.1 OB(domestic tourists). 

The factor, scenic and natural beauty has got the highest representation of 

tourists under the first preference from all the three groups (Table 7.10. A) of 

nationality (Europe 0.55, America 0.36 and other countries 0.33). Sunbathing on 

beaches has also got the highest preference (0.36)from the tourists from America. 

The highest proportions of people under the second preference from Europe and 

America (0.23 and 0.36 respectively) are again for scenic and natural beauty. 

Under the third preference also scenic and natural beauty is highly preferred by the 

maximum tourists from other countries(0.29) Under the fourth preference natural 
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vegetation and sight seeing are preferred by the highest proportion of tourists from 

America(O 45 )and other countries(0.40) 

It is discernible from Table 7.10. B, that under the first preference scenic 

and natural beauty is preferred by the highest proportion of people from North 

(0.37) and South(0.48) Zones and Historical monuments, museums, zoos, parks 

etc. by the tourists from other Zones(0.28). The highest proportion of tourists 

from the North Zone(0.20), under the second preference is for journey through 

back waters. The same factor along with religious places comes under the second 

preference for the highest proportion of tourists from the South (both 0.16). Even 

from the other zones the highest proportion of tourists under the second 

preference is for religious places(O. 33). Under the third preference the highest 

proportion of tourists from North (0.20) and South (0.24) stand for factors eight 

and five respectively. From the other areas the highest proportion (0.22) gives 

equal preference to factors one and two simultaneously. The major proportion of 

tourists from North, South and other Zones gives fourth preference to factors 

three(022), one(0.26), and four (0.28) respectively. 

The results of the X2 test applied to see whether the eight factors of tourist 

attraction have any significance on the preferences marked by the tourists are 

given in Tables 7.11.A (foreign tourists) and 7.11.B (domestic tourists). The X2 

values computed separately for all the preferences of all the nationalities show that 

the computed values for the first preference of tourists from Europe, America and 

other countries, third preference of tourists from other countries and forth 

preference of tourists from Europe and other countries (i.e., 74.2,15.9,27.4,21.3, 

469 and 41.6 respectively) are greater than the table value (table value of X2 with 

7df at 005 level of significance is 14.067) in each case and hence the factors of 

tourist attraction are significant for the above preferences of the foreign tourists 
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TABLE 7.11. A 

RESULTS OF THE·l TEST USED TO TEST THE SIGNIFICANCE OF THE FACTORS OF 
TOURIST ATTRACTION ON THE PREFERENCES OF THE FOREIGN TOURISTS 

Preferences '1.2 (O.OS) Calculated value ofX2 
7df 

Europe America Other countries 

First 14.067 74.2 IS.9 27.4 

Second 14.067 9.4 8.6 10.6 

Third 14.067 13.1 10.1 23.3 

Fourth 14.067 46.9 I1.S 41.6 

Note: '1.2 values have been computed with reference to the frequencies in Table 7.10 A. 
Source: Survey Data. 

TABLE 7.II.B 

RESULTS OF THE Xl TEST FOR TESTING THE SIGNIFICANCE OF THE FACTORS OF 
TOURIST ATTRACTION ON THE PREFERENCES OF THE TOURISTS FROM 

DIFFERENT ZONES OF INDIA. 

Table Value Calculated Value of1.2 

Preferences '1.2 7df(0.OS) North South Other Areas 

First Preference 14.067 47.2 68.1 5.1 

Second Preference 14.067 7.8 2.S 7.8 

Third Preference 14.067 7.7 9.S 4.2 

Fourth Preference 14.067 9.7 1O.S 5.1 

Note: X2 values .have been computed with reference to the frequencies in Table 7.10 B. 
Source: Survey data 
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(Table 7.11.A). Similarly computed values of X2 for the first preference of 

domestic tourists from North (47.2) and South (68.1) are greater than the table 

value (table value of X2 with 7df at 0.05 level of significance is 14.067) and hence 

the factors of tourist attraction are significant to the above tourists as far as their 

first preference is concerned ( Table 7.11.B). 

7.10 Preferences to Stay at Various Tourist Centres of Kerala . 

The preferences of tourists to stay at various tourist centres differ from 

person to person A knowledge of those centres most preferred by the majority of 

the tourists, help in ensuring that such centres are equipped with facilities 

necessary for their comfortable stay. Secondly it will help in the development of 

other centres also in line with the most preferred ones by incorporating the 

attributes of such centres to and eliminating the defects in them. The tourists were 

asked to indicate the first four centres out of the major eleven centres of tourism in 

Kerala, in order of their preferences. 

It is discernible from Table 7.12.A that the highest proportion of tourists 

from Europe (0.23) marked their first and second preferences for Kochi and third 

preference for Kovalam. The fourth preference was also for Kochi along with 

Thekkadi (0.16 each). The highest proportions of tourists from America in the 

order of their first, second, third and fourth preferences were 0.36 (Kochi), 0.27 

(Kovalam), 0.18 (each for Kochi and Palakkad) and 0.18 (each for Kochi, 

Thekkadi, Alapuzha and Kozhikode). From other countries the highest proportion 

of tourists with first preference stood for Kochi (0.27), second preference for 

Kochi as well as Thekkadi (0.18 each) third preference for Kovalam and Alapuzha 

(0 \3 each) and the fourth preference for Kochi (0.16). 
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TABLE 7.13. A 

RESULTS OF THE 1.% TEST FOR TESTING THE SIGNIFICANCE OF THE CENTRES FOR 
PREFERENCE TO STAY BY THE FOREIGN TOURISTS 

Europe America Others 

Preferences X2 lOdf(O.OS) 
Calculated Calculated Calculated 

2 2 2 
value ofX value ofX value ofX .. 

First 18.307 21.0 14.0 40.3 

Second 18.307 25.5 10.0 13.4 

Third 18.307 17.0 4.0 3.2 

Fourth 18.307 10.0 8.0 5.1 

~ote ./ values have been computed with reference to the frequencies in Table 7.12 A. 

TABLE 7.13. B 

RESULTS OF THE ·l TEST FOR TESTING THE SIGNIFICANCE OF THE CENTRES FOR 
PREFERENCE TO STAY BY THE DOMESTIC TOURISTS 

North Zone South Zone Other Zones 

Preferences -lIOdf(0.05) 
Calculated Calculated Calculated 
value ofX2 value ofX2 value OfX2 

First 18.307 68.2 44.6 21.1 

Second 18.307 39.8 37.1 11.3 

Third 18.307 14.9 30.5 7.7 

Fourth 18.307 21.8 30.5 7.7 

~ote. XZ values have been computed with reference to the fi'equencies in Table 7.12 B. 
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It can be seen from Table 7.12.B that the majority of tourists from 

North(0.29), South(030) and other zones(0.33) gave their first preference to stay 

at Thiruvananthapuram. Under the second preference, Kochi was preferred by the 

highest proportion of tourists from North(0.22), South(0.26) and other zones 

(0.22). Besides Kochi, Guruvayoor also fell under the second preference of 

tourists from other zones. Thiruvananthapuram got the third preference from the 

highest proportions of people from North (0.17) and South(0.24). When the 

majority of the tourists from other zones (0.22) gave third preference to Kochi, 

under the fourth preference, the maximum tourists from North (0.18) and South 

(024) gave preference to Thiruvananthapuram. Kochi was preferred by the largest 

proportion of people from other zones (0.22) under the fourth preference. 

The results of the X2 test (Table 7.13. A) show that centres are significant 

for the first preference of tourists from Europe and other countries and the second 

preference of tourists from Europe since the computed values of X2 (21.0, 40.3 

and 255) are greater than the table value ( table values of X2 with IOdf at 0.05 

level of significance is 18.307). Similarly centres are significant for the first 

preference of domestic tourists from North, South and other Zones, second 

preference of tourists from North and South, third preference of tourists from 

South and fourth preference of tourists from North and South. since the 

respective computed values of X2 (68.2, 44.6, 21.1, 39.8, 37.1, 30.5, 21.8 and 

305) are greater than the table value ( table value ofX2 with 10 df at 0.05 level of 

significance is 18.307) (Table 7.13.B). 

711 Number of Days of Stay 

The number of days of stay in Kerala preferred by the foreign and domestic 

tourists is indicated by Table 7.14.A and 7.14.B respectively. Table 7.14.A 
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TABLE 7.14. A 
DISTRIBUTION OF THE .~OREIGN TOURISTS BASED ON THE NUMBER OF DA YS OF 

STAY PREFERRED IN KERALA 

Number of days of stay 

COWlUy < 10 10-20 20-30 > 30 

U.K 2 4 8 3 
/1. 76 23.53 47.06 17.65 

Germany 2 3 5 1 
18.18 27.28 45.45 9.09 

France I 5 2 I 
11.11 55.57 22.22 11.11 

R.O.E 1 2 3 1 
14.29 28.57 42.85 14.29 

America I 4 5 1 
9.09 36.36 45.46 9.09 

Japan 3 2 2 1 
37.5 25.0 25.0 12.5 

Others 2 12 15 . 8 
5.41 32.43 40.54 21.62 

Teul 12 32 40 16 
12 32 40 16 

Ncte: Figures in italics indicate the percentage to total of the concerned country 
Source: Survey data. 

TABLE 7.14. B 

Total 

17 
100 
11 

100 
9 

100 
7 

100 
11 

100 
8 

100 
37 

100 
100 
100 

DISTRIBUTION OF THE DOMESTIC TOURISTS BASED ON THE NUMBER OF DAYS OF 
STAY PREFERRED IN KERALA 

Region Number of days of stay 

< 10 10-20 20-30 > 30 
North 18 9 3 -

60 30 10 -
Central 11 7 2 -

55 35 10 -
East 9 5 3 -

52.94 29.41 17.65 -
West 8 6 1 -

53.33 40 6.67 -
South 36 11 3 -

72 22 6 -
Others 13 4 1 -

72.22 22.22 5.56 -
Total 95 42. 13 -

63.33 28 8.67 

Ncte: Figures m ItalIcs mdicate the percentage to total of the concerned region. 
Source: Survey data. 

Total 
30 

100 
20 
100 
17 

100 
15 

100 
50 
100 
18 

100 
150 
100 
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reveals that the maximum foreign tourists (40 per cent) prefer to stay in Kerala for 

20 to 30 days followed by 32 per cent, whose preferences is for 10 to 20 days. 

The minimum number of persons ( 12 per cent) prefer to stay for less than ten 

days In other words 10 to 30 days of stay is preferred by 72 per cent, foreign 

tourists. There are sixteen percentage of the foreign tourists who prefer to stay 

for more than 30 days. 

Whereas 63.33 per cent of the domestic tourists prefer less than ten days of 

stay in Kerala (Table 7.14.B) followed by 28 percent whose preference is between 

10 and 20 days. There are none who prefer more than 30 days of stay. In other 

words, 91.33 per cent of the domestic tourists belong to the preference group of 1 

to 20 days and only 8.67 percent belong to the group of 20-30 days of stay. 

7.12 Satisfaction Index 

Guest satisfaction is the essence of the hotel and tourism industry. An 

attempt was made to analyse the customer satisfaction in respect of ten selected 

factors. The tourists were asked to indicate their level of satisfaction against each 

factor, such as excellent, good, satisfactory and unsatisfactory. The frequencies 

against each level of satisfaction for each factor, so obtained, is shown in Table 

7.15. 

As disclosed by Table 7.15, reasonableness of cost of food, taste and 

variety of food, tourist information counters and tourist guidance facilities are the 

four factors against which the highest frequencies of foreign tourists are found 

under the heads excellent; good satisfactory and unsatisfactory respectively. In the 

case of domestic tourists, cleanliness and hygiene in hotel, taste and variety of 

food, behaviour of the host people and transport facilities are the top ranking 

factors under the respective level of satisfaction. For objective analysis these 
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TABLE 7.16 

FACTOR-WISE SATISFACTION INDEX AND THEIR RANKS INTER SE 

Foreign Tourists Domestic Tourists 
Factors Satisfaction Rank Satisfaction Rank 

Index 
Facilities in a hotel 1.92 7 

Taste and variety of food 2.97 2 

Reasonableness of the cost of food 3.43 I 

Cleanliness and hygiene in hotels 2.89 3 

Tourist guidance facilities 1.55 10 

Tourist information counters 1. 71 9 

Transport facilities 1.72 8 

Security measures in the state 271 5 

Experience in shopping 2.58 6 

Behaviour of host people 2.85 4 

Source. Survey data. 
Note • Formula applied for calculating satisfaction index (S.l) 

~ 
S.li = mj nj 

-- Where 
N 

Satisfaction index for the ith factor. 

Index 
2.13 

2.82 

2.22 

2.97 

1.67 

1.85 

1.56 

2.67 

1.77 

2.81 

ffij Numerical value for a particular level of satisfaction 
for the ith factor. 

6 

2 

5 

1 

9 

7 

10 

4 

8 

3 

Number of respondents deriving the particular level of satisfaction 
for the ith factor 

N Total number of respondents for that factor for all levels 
of satisfaction 
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TABLE 7.17.A 

DISTRIBUTION OF THE FOREIGN TOURISTS BASED ON THEIR PREI<~ERENCE TO THE 
CATEGORY OF HOTEL ACCOMMODATION. 

Nationality 5 Star 5 Star 4 Star 3 Star 2 Star 1 Star Non-

Deluxe Star 

UK. 2 3 3 4 2 1 2 

11.76 17.65 17.65 23.53 11.76 5.88 11.77 

Germany I 3 I 3 2 - I 

9.09 27.27 9.09 27.27 18.18 - 9.09 

France - I 2 4 1 - 1 

- ll.ll 22.22 44.44 ll.ll ll.ll 
R.O.E 1 1 - 3 1 - 1 

14.29 14.29 - 42.86 14.28 14.28 

America 1 2 1 3 2 1 1 
9.09 18.18 9.09 27.27 18.18 9.09 9.09 

Japan I 2 I 2 1 - 1 

12.5 25 12.5 25 12.5 - 12.5 

OIhers 3 6 7 9 5 2 5 
8.11 16.22 18.92 24.32 13.51 5.41 13.51 

TIU! 9 18 15 28 14 4 12 
9 18 15 28 14 4 12 

Nc.te: Figures in italics indicate the percentage to total of the nationality concerned. 
Source: Survey data 

TABLE 7.17.B 

Total 

17 
100 

11 
100 

9 
100 

7 
JOO 

11 
100 

8 
100 

37 
100 
100 
100 

DISTRIBUTION OF THE DOMESTIC TOURISTS BASED ON THEIR PREFERENCE TO THE 
CATEGORY OF HOTEL ACCOMMODA nON. 

Region 5 Star 5 Star 4 Star 3 Star 2 Star 1 Star Non-
Deluxe Star 

North - 1 I 2 6 3 17 
- 3.33 3.33 6.67 20 10 56.67 

CIIItra! - I I 2 7 3 6 
- 5 5 10 35 15 30 

East - 1 I 3 2 10 
- 5.88 5.88 17.65 1l.76 58.82 

West - I 1 2 6 I 4 
- 6.67 6.67 13.33 40 6.67 26.66 

South - - 1 3 6 3 37 
- - 2 6 12 6 74 

Others - - 1 2 S 3 7 
- 5.55 ll.ll 27.78 16.67 38.89 

TIU! - .. 6 12 33 15 81 .) 

2 4 8 22 10 54 
~OIe: FIgures m ItalIcs mdlcate the percentage to total of the nationality concerned. 
Source' Survey data 

Total 

30 
100 
20 
100 
17 

100 
15 

100 
50 
100 
18 

100 
150 
100 



320 

TABLE 7.18 

RESPONSE OF THE TOURISTS REGARDING THE PROMPTNESS OF SERVICES IN OTELS 

Category of the Getting Prompt Not Getting Prompt 
Tourists Services Services 
Foreign Tourists 38 (38.00) 62 (62.00) 

Domestic Tourists 46 (30.67) 104 (69.33) 

Note Figures in parenthesis indicate the percentage to total. 
Source' Survey data. 

TABLE 7.19 

Total 

100 (100) 

150 (lOO) 

DISTRIBUTION OF THE TOURISTS IN DIFFERENT WAITING TIME CLASSES FOR 
DIFFERENT SERVICES IN HOTELS. 

Duration of Mean 
waiting time waiting Check-in Check-out Room-Service Catering 
(in minutes) time 

Fore- Dom- Fore- Dom Fore- Dom- Fore-
ign estic ign estic ign estic ign 

< 15 7.5 15 26 8 23 10 16 17 

24.19 25 12.90 22.11 16.13 15.38 27.42 

15·30 22.5 41 49 41 56 37 59 38 

66.13 ..0.11 66.13 53.85 59.68 56. 73 61.29 

30-45 37.5 6 29 13 25 15 29 7 

9.68 27.89 20.97 2-1.04 24.19 27.89 11.29 

Total - 62 104 62 104 62 104 62 

100 100 100 100 100 100 100 

~ote. Figures in italics indicate the percentage to total tourists who had to wait for 
different intervals of time 

Source' Survey data 

Dom-
estic 

23 

22.12 

62 

59.61 

19 

18.27 

104 

100 
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qualicative gradings were converted into quantitative terms Numerical values 

were assigned for the four levels of satisfaction which were four, three, two and 

one for excellent, good, satisfactory and unsatisfactory respectively. The product 

of the frequencies under each level of satisfaction and the numerical value of the 

relevant level of satisfaction for each factor is obtained. The sum of the products 

under the different levels of satisfaction for each factor is then divided by the sum 

of the frequencies of the relevant factor to arrive at the satisfaction index. 

Satisfaction indices so calculated for the four factors separately for foreign and 

domestic tourists are shown in Table 7.16, along with the rank of each factor. 

In order to highlight the factors that are of least satisfaction to the foreign 

and domestic tourists, the actual satisfaction index against each factor is compared 

with the average satisfaction index expected which ought to be the average of the 

sum of the numerical values of the four levels of satisfaction i.e., 2.5. Those 

factors whose satisfaction indices are less than 2.5 require immediate and special 

attention for corrective measures. 

It can be seen from Table 7.16 that the tourist guidance facilities (1.55), 

tourist information centres (1 71). transport facilities (1.72) and facilities in hotels 

(I 92) are the factors that remain much below the average satisfaction index 

expected by the foreign tourists. In the case of the domestic tourists factors like 

the transport facilities (1.56), tourist guidance facilities (1. 67), experience in 

shopping (1.77), tourist information centres (1. 85), facilities in hotels (2.13) and 

reasonableness of cost of food (2.22) have not reached the expected average 

satisfaction index. Our effort should be to adopt corrective measures for 

improvement of the above facilities first and continue to improve the existing 

standards of all the factors. 



TABLE 7.20 

MEAN WAITING TIME FOR DIFFER£NT SERVICES IN HOTELS 

Waiting time (in minutes) 

Services Foreign Tourists Domestic Tourists 

MWT(f) MWT(d) 

Check-in 20.32 23.60 

Check-out 23.71 23.84 

Room-service 23.71 24.50 

Catering 20.08 22.64 

Note. MWT(f) = Mean Waiting Time for the foreign tourists. 
MWT(d) = Mean Waiting Time for the domestic tourists 

Source. Survey data 

7. J3 Category of Hotel Accommodation Preferred 
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The category of hotel accommodation preferred by foreign and domestic 

tourists are depicted in Tables 7 17A and 7.178, respectively. It can be seen from 

Table 7 17 A that the maximum number of foreign tourists (28 per cent) prefer 3 

star category followed by 5 star (18 percent) and the minimum (4 per cent) prefer 

one star category. Country-v/ise analysis shows that it was from France that the 

maximum (4444 per cent) foreign tourists preferred 3 star hotels. Minimum 

demand in this category was from the U.K. (23.53 per cent). 

The maximum domestic tourists (54 per cent) prefer to stay In non-star 

category and the minimum (2 per cent) to stay in 5 star category (Table 7.178). 

Five star deluxe type was not preferred by anyone. Region-wise analysis reveals 

that the highest percentage (54 per cent) of domestic tourists from south preferred 

non-star accommodation 
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7.14 Promptness of Services in Hotels 

It is very often complained by both foreign and domestic tourists that they 

do not get prompt services from hotels. The analysis of the responses of the 

tourists during the primary survey reveals the following details. Only 38 per cent 

foreign tourists and 30.67 per cent domestic tourists got prompt services from 

hotels (Table 7.18). The remaining tourists had to wait for different intervals of 

time for different services. This is analysed and shown in Table 7.19. As per Table 

7.19 the maximum proportions of the foreign tourists who have waited for 15-30 

minutes were 66.13 per cent for check-in, 66.13 per cent for check-out, 59.68 per 

cent for room services and 61.29 per cent for catering respectively. In the case of 

the domestic tourists respective proportion were 47.11 per cent, 53.85 per cent, 

56.73 per cent and 59.61 per cent. Among the foreign and domestic tourists in 

this time interval the percentage share of the foreign tourists was more than the 

domestic tourists in respect of all the services. 

With the help of Table 7. 19 the mean-waiting time for different services 

was calculated and shown in Table 7.20. 

Method used 

Mean waiting time for each serVIce, separately for foreign and domestic 

tourists, was calculated using the following formula. 

N 

where, 

MWT(fd = Mean waiting time for foreign tourists for the first service. 
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F\, F2, Fl = The number of foreign tourists for the first service in the first, second 

and third time-interval respectively. 

1\, t2, t3 = The average of the first, second and third time-interval respectively, and, 

N ~ Total foreign tourists for all the three time intervals together. 

Similarly, the mean waiting time for the second, third and fourth services was 

calculated. Same method was used to calculate the mean waiting time for 

domestic tourists too. 

The mean-waiting time for vanous services ranges between 20 to 25 

minutes for both the foreign and the domestic tourists. The mean-waiting time 

calculated for the domestic tourists was more than that of the foreign tourists for 

all the services. In the case of the foreign tourists the maximum time (23.71 

minutes) was shown against check-out and room-services and the minimum (20.08 

minutes) for catering services. Regarding the domestic tourists the maximum 

average waiting time (24. SO minutes) was denoted against room-service and the 

minimum (22.64) for catering services. Both the foreign and domestic tourists had 

pointed out minimum time for catering service out of the four services. 

7.15 Facilities in a Hotel-Demand Side and Supply Side. 

It is an often heard complaint that many of the facilities demanded by the 

tourists are not available in the hotels in Kerala. This creates unsatisfied 

customers who may turn to be a hazard to tourism promotion in Kerala. Hence an 

attempt is made to analyse the demand side and supply side of various facilities of 

tourist interest 



325 

715 1 Demand Side 

The facilities generally demanded by the tourists and supply of these 

facilities by the respondent hotels were obtained through primary survey. The 40 

facilities generally demanded by tourists and their availability in different 

categories of hotels are shown in Table 7.21. The facilities are arranged in the 

order of preference by the highest proportion of foreign tourists. It can be seen 

that the facilities at serial numbers 1 to 18 - restaurant, round the clock coffee bar, 

attached bar, travel agency, laundry, P&T, telephone in rooms, refrigerator in 

rooms. TV, star T V etc. in rooms channel music, baking, currency conversion, 

visa and other travel requirements, acceptance of credit cards/cheques, baby 

sitters, shopping arcade, book stall and reeding room and lift services - are 

preferred by all the foreign tourists. Facilities like boating, tour arrangements, air 

line counters, radio in rooms, medical facilities and sports, camel and horse races 

(serial numbers 19 to 24) are preferred by 90 to 100 per cent foreign tourists. 

Eighty to ninety per cent foreign tourists require centrally air-conditioned rooms, 

banquet hall, conference hall, car rental, beauty saloon and boutique (serial 

numbers 25 to 30). Facilities viz., swimming pool, yoga centre, massage centre, 

car parking, telex and photo copying, fax and safety lockers are demanded by 70 to 

80 per cent of the foreign tourists (serial numbers 31 to 37). While health club and 

hair dressing (serial numbers 38 and 39) are demanded by 60 to 70 per cent, self 

driven cars (serial number 40) are preferred by 50 to 60 per cent of them. Thus it 

is evident that all the facilities enumerated in the Table are demanded by the 

majority of the foreign tourists. 
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In the case of the domestic tourists it is seen that only the first facility viz. 

'restaurant' is demanded by all the domestic tourists. Facilities at serial 3,18,26 

and 27 (attached bar, lift services banquet hall and conference hall) are the items 

demanded by the domestic tourists in the range of 90-100 per cent. Tourists in the 

range of 80-90 per cent are in demand of facilities at serial 6, 10, 17, 22 and 34 

(P&T, channel music book stall and reading room, radio in rooms and car parking 

respectively). Facilities at serial 9 and 19 (T.V/star T.V. in rooms and boating) 

are preferred by 70-80 per cent, serial numbers 2,4,5,7, 8, 14 and 20 (round the 

clock coffee bar, travel agency, laundry, telephone in rooms, refrigeration in rooms 

acceptance of credit cards and tour arrangements) by 60-70 per cent, and facilities 

like car rental (28) telex/photocopying (35) and fax (36) are preferred by the 

domestic tourists in the range of 50-60 per cent. Facilities demanded by the major 

proportion of the domestic tourists are 22 in number and the remaining 18 facilities 

are demanded by less than 50 per cent of them. 

6.15.2 Supply Side 

The results of the analysis of the primary survey relating to accommodation 

preference of the foreign tourists revealed that 70 per cent of them prefer to stay 

in three star and above categories of hotels (Table 7.17. A). But facilities like visa 

and other travel requirements (No. 13) air line counter (No.21) sports, camel and 

horse races (No.44) boutique (No.30) and self driven cars (No.40) are not 

available even in the 5 star hotels of Kerala. Facilities such as travel agency 

(No.4) banking (No.Il). Baby sitter (No. 15) medical facilities (No.23), Beauty 

saloon (No 29) massage centre (No.33) and health club (No.38) are available only 

in one (50 per cent) five star hotel. Remaining 28 facilities are available in both 

the five star hotels in Kerala . 
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In the three star hotels, facilities like restaurant, laundry, telephone in 

rooms, refrigerator in rooms, T. V, star T. V etc., in rooms, channel music, 

conference hall, and safety lockers are available in all the samples. Attached bar, 

currency conversion, acceptance of credit cards/cheques, centrally air-conditioned 

rooms, banquet hall, and car parking are available in 89 per cent of the three star 

hotels. Facilities such as lift services, tour arrangements, telex and photo copying, 

and fax are available in 78 per cent and facilities like radio in rooms and car rental 

are available in 67 per cent of the three star hotels .. Round the clock coffee bar 

and travel agency are available in 56 per cent of the samples. Facilities such as 

banking, visa and other travel requirements, shopping arcade, book stall and 

reading room, boating, medical facilities, beauty saloon, boutique, swimming pool, 

yoga centre, massage centre, health club and hair dressing are available only in less 

than 50 per cent of the three star hotels. And facilities like P& T, baby sitter, air 

line counter, sports, camel and horse races and self driven cars are not available in 

any of the three star hotels surveyed (Table 7.21). 

As regards the two star hotels, facilities such as restaurant, laundry, 

telephone in rooms, T. V, star T. V etc. in rooms and car parking are available in all 

the fifteen samples and acceptance of credit cards/cheques in 93 percent of the 

samples. Eighty per cent of the two star hotels have banquet halls and conference 

halls, 73 per cent have channel music, lift services and car rental, 60 - 70 per cent 

have facilities such as attached bar, currency conversion, tour arrangements and 

safety lockers, while 50 - 60 per cent have facilities viz round the clock coffee bar, 

travel agency, telephone in rooms and telex and photo copying None of the two 

star hotels have facilities like air line counter, medical facilities, swimming pool, 

yoga centre, health club and self driven cars. Remaining fifteen facilit!es such as 

P&T, banking, visa and other travel requirements, baby sitter, shopping arcade, 
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book stall and reading room, boating, radio in rooms, sports, camel and horse 

races, centrally air-conditioned rooms, beauty saloon, boutique, massage centre, 

fax and hair dressing are available only in less than 50 per cent of the 

samples.(Table 721). 

In the one star hotels under study, all of them are having facilities like 

restaurant, laundry, telephone in rooms, banquet halls, conference halls and car 

parking. Fifty per cent of the samples have facilities such as travel agency, T. V, 

star T. V etc. in rooms, channel music, currency conversion, visa and other travel 

requirements, acceptance of credit cards/cheques, baby sitter, lift services, radio in 

rooms, centrally air- conditioned rooms, yoga centre, telex and photo copying, fax 

and safety lockers. Other facilities are not available in any of the one star hotels( 

Table 721) 

It is also discernible that none of the facilities has full representation in any 

of the non star hotels under survey (Table 7.21). Facilities such as restaurant and 

laundry are available in 90 - 100 per cent of the samples. Telephone in rooms and 

car parking are available in 80 - 90 per cent of the samples. While 68 per cent of 

the non-star hotels have facilities such as T. V, star T. V etc. in rooms and 

conference halls, 50 - 60 per cent hotels have attached bar and car rental facilities. 

Facilities viz. book stall and reading room, boating, air line counter, sports, camel 

and horse races, swimming pool and self driven cars are not available in any of the 

22 non star hotels surveyed. The remaining 26 facilities are available in less than 

SO per cent of the samples(Table 7.21) 

From the foregoing analyses it can be understood that all the 40 facilities 

under study are demanded by a good majority of the foreign tourists, but even the 

top category of hotels failed in meeting their demands to the fullest extent. 
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Facilities like air line counter (21), sports, camel and horse races (24) and self 

driven cars (40) are not available even in the five star and three star hotels in 

Kerala The availability of the facilities demanded by more than 50 per cent of the 

domestic tourists was as follows. The facilities like book stall and reading room 

(17) and boating (19) were available only in a small proportion of the respondent 

three star hotels (33 per cent and 22 per cent respectively). Similarly, in the case 

of the two star hotels, facilities such as P & T (6), book stall and reading room 

(\7), boating (19), radio in rooms (22) and fax (36) .are available only in a small 

percentage of hotels ( 13 per cent, 13 per cent, 7 per cent, 33 per cent and 33 per 

cent respectively). Regarding the respondent one star hotels, facilities such as 

round the clock coffee bar (2), attached bar (30), P & T (6), refrigerator in 

rooms(8), book stall and reading room (17), boating and tour arrangement (20) are 

not available in any of the one star hotels. In the case of the non-star hotels, 

facilities like book stall and reading room (17) and boating (19) are not available in 

any of them The facilities viz. round the clock coffee bar (2), travel agency (4), P 

& T (6), refrigerator in rooms(8), channel music (10), acceptance of credit 

cards/cheques(l4), lift services( 18), tour arrangements(20), radio in rooms (22), 

banquet hall (26), telex and photocopying (35) and fax (36) are available only in 

less than 50 per cent of the non-star hotels. 

Conclusion 

The emphasis on tourism promotion in Kerala should be to attract high

spending tourists in order to maximise the foreign exchange earnings through 

promotion of tourism. At the same time domestic tourists can not be over

looked. Hence a balanced development of foreign and domestic tourism will be 

ideaL 
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Since scenic and natural beauty of Kerala is accepted by both foreign and 

domestic tourists as the most important factor of attraction and since each and 

every tourist spot of Kerala is known for its natural beauty, there is every scope 

for accelerated tourism development in Kerala. There is no other state in India 

where foreign tourists like to stay for 10 to 30 days and even more when the 

estimated average length of stay of foreign tourists in India was 27.9 days in 1992. 

The tourists as a whole have marked Kochi as the centre where they like to stay in 

Kerala. It is found that Kochi is the only centre where growth in all the 

categories of hotels and in all the three variables viz. number of hotels, room 

capacity and bed capacity, has taken place. If we succeed in bringing growth in 

the hotel industry on a similar pattern in other tourist centres also, definitely there 

will be continuous flow of tourists, who will stay for longer number of days and 

spend more money. 

7.16 Survey of the Hotel Establishments. 

The results of the survey in respect of the 50 hotel establishments of different 

categories give light to the following valuable informations. 

7.16.1 Year of Establishment 

Based on the year of establishment the respondent hotels are grouped as 

shown in Table 7.22. It is discernible from Table 7.22 that 42 per cent of the 

hotels had been established prior to 1980 and 58 per cent during post 1980 period. 

In the former group 4 per cent of the hotels, the minimum, had been established 

prior to 1960 and the maximum, i.e., 7 (14 per cent) during 1971 - '75. Among 

those in the latter group the maximum (24 per cent) and the minimum (12 per cent) 
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had their inception during 1986 - '90 and after 1990 respectively. It can be 

further seen that the minimum hotels, i.e., 2 (4 per cent) were established during 

the period up to 1960, one each in Kochi and Thiruvananthapuram. All the three 

hotels established during 1961 - '65 were in Kochi. The maximum (24 per cent) 

hotels were established during 1986 -'90. And Kochi is the only centre where 

hotels had been established during all the five year periods as shown in Table 7.22. 

7.162 Centre-wise and Category~wlset:lassification of Respondent Hotels 

Among the star category the maximum hotels (30 per cent) were from 2 star 

category and the minimum (4 per cent) from one star and five star category each 

(Table 7.23). Proportion of the non-star category was 44 per cent to the total 

number of hotels. Of the two five star hotels one was in Kochi and the other in 

Kovalam. Among the three star, two star, one star, others and total hotels the 

highest proportions (55.56 per cent, 40 per cent, 50 per cent, 54.54 per cent and 

50 per cent respectively) were from Kochi. In the category of one star hotels 

Guruvayoor had equal share (50 per cent) as that of Kochi. 

Out of the 50 hotels surveyed the maximum number of hotels (48) located 

near bus terminals followed by 45 hotels near railway stations, and 26 hotels near 

the air ports The one hotel in the suburb was a two star hotel. (Table 7.24). 

Different ranges of distance from the airport, railway station and bus terminal to 

the respondent hotels are given in Table 7.25. The maximum number of hotels (90 

per cent) have only a distance upto 5 kilometres from the railway station and bus 

terminals and the highest proportion of (28 per cent) hotels are within the distance 

range of 5 to 10 kilometres from the airport. There is only one hotel located 

within the distance range of 75 to 100 kilometres from the airport as well as the 

railway station. 
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TABLE 7.24 

CATEGORY -WISE DISTRIBUTION OF THE RESPONDENT HOTELS ON 
THE BASIS OF THEIR LOCATION. 

Location Five Star Three Star Two Star One Star Others Total 

Suburb - - 1 - - 1 
- - 100 - - 100 

Near Airport 2 8 7 1 8 26 
7.69 30.77 26.92 3.85 30.77 100 

Near Railway Station 1 9 12 2 21 45 
2.22 20 26.67 -1.4-1 -16.67 100 

Near Port 1 5 5 1 3 15 
6.67 33.33 33.33 6.67 20 100 

Near Bus Terminal 2 9 1-1 2 21 48 
-1.17 18.75 29.17 4.16 43.75 100 

Near Beach 1 - 1 - - 2 
50 - 50 - - 100 

Note: Figures in italics indicate the percentage to total hotels of the concerned location. 

Source: Survey data. 

Range of 
distance in kilo 

meters 

Up to 5 KM 
5-10 
10- 15 
15-20 
20-25 
25-50 
50-75 
75-100 

Above 100 
Total 

TABLE 7.25 

DISTANCE RANGE OF THE RESPONDENT HOTELS TO THE 
THREE TRANSPORT TERMINALS. 

Airport Railway Station Bus Terminal 

No. Percent No. Percent No. Percent 
12 24 45 90 45 90 
14 28 2 4 3 6 
7 14 - - - -
- - 2 4 2 4 
3 6 - - - -
5 10 - - - -
4 8 - - - -
1 2 1 2 - -
4 8 - - - -
50 lOO 50 100 50 100 

Source: Survey data. 
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7.16.3 Ownership Pattern of Hotels 

The ownership pattern of the respondent hotels is discernible from Table 

7.26 Out of the 50 hotels the maximum (40 per cent) are partnership firms 

followed by 30 per cent in the form of private limited companies. There is only 

one hotel company owned by I.T.D.C.(2 per cent) and it is a five star hotel. On 

category-wise analysis, it is seen that the highest proportion of three star hotels 

(66.67 per cent) is in the form of Private Ltd. Company. Among the two star 

category, Private Ltd. Companies and partnership firms have equal share of 33.33 

per cent each. Of the two five star hotels one is a public limited company (50 per 

cent) and the other is (50 per cent) owned by I.T.D.C. Among the non-star 

hotels, 59.09 per cent of them are partnership firms 

The distribution of the guests in the respondent hotels, centre-wise, based on 

the purpose of their visit is shown in Table 7.27. It can be seen from the table 

that among the foreign tourists, the highest proportions of occupancy in hotels at 

all the tourist centres of Kerala, except Palakkad and Kozhikode are by holiday 

tourists. The maximum occupancy in hotels at Palakkad (90 per cent) is by 

business tourists and that of Kozhikode by tourists whose purposes are neither 

holiday nor business. The minimum occupancy in hotels at all the centres except 

Thiruvananthapuram and Palakkad is by business tourists. 

Purpose-wise analysis of foreign guests in the respondent hotels showed that 

the highest occupancy by the business tourists was at Palakkad (90 per cent) and 

the lowest at Thekkadi (Nil). In respect of the holiday tourists the occupancy was 

the highest at Thekkadi (95 per cent) and the lowest at Palakkad ( 5 per cent). 

Regarding others, the highest occupancy was at Guruvayoor (47.5 per cent) and 

the lowest at Thekkadi, Kollam and Palakkad ( 5 per cent each). 
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TABLE 1.26 

CATEGORY -WISE DISTRIBUTION OF THE RESPONDENT HOTELS BASED ON 
THEIR OWNERSHIP PATTERN. 

Category of Hotel 
Ownership Five Star Three Star Two Star One Star Others Total 
Pattern No. I % No I % No I % No I % No I % No 1 % 

Sole Trader - - - - - - - - 2 9.09 2 4 

Partnership - - I 11.11 5 33.33 I 50 13 59.09 20 40 

Pvt. Ltd. Co - - 6 66.67 5 33.33 - - 4 18.18 15 30 

Public Ltd.Co. I 50 I 11.11 1 6.67 - - - - 3 6 

ITD.C. I 50 - - - - - - - - 1 2 

KTD.C - - 1 11.11 4 26.67 1 50 3 13.64 9 18 

Grand Total 2 100 9 100 15 100 2 100 22 100 50 100 

Source: Survey data. 

SI 

No 

I. 

2. 

3. 

~. 

S. 

6. 

7 

8 

9 

10 

11 

Centre 

TABLE 7.27 

CENTRE-WISE AND PURPOSE-WISE DISTRIBUTION OF GUESTS IN 
THE RESPONDENT HOTELS 

(in percentage of occupancy) 

Foreign Tourists -Purpose of Visit Domestic Tourists-Purpose of Visit 

Business I Holiday I Others I Total Business I Holiday I Others I Total 

Thiruvanan- 16.33 74.83 8.84 100.00 52.00 36.00 12.00 100.00 
thapuram 
Kovalam 7.50 75.00 17.50 100.00 25.00 47.50 27.50 100.00 

Kochi 11.21 73.39 15.40 100.00 59.64 21.79 18.57 100.00 

Thekkadi 0 95.00 5.00 100.00 00 92.00 8.00 100.00 

Kollam 5.00 90.00 5.00 100.00 65.00 25.00 10.00 100.00 

Alappuzha 5.00 85.00 10.00 100.00 40.00 55.00 5.00 100.00 

Kottayam 10.00 80.00 10.00 lOO.OH 50.00 40.00 10.00 100.00 

Thrissur 7.00 86.00 7.00 100.00 66.00 24.00 10.00 100.00 

Guru\"ayoor 5.00 47.50 47.50 100.00 6.67 7.00 86.33 100.00 

Palakkad 90.00 5.00 5.00 100.00 60.00 32.50 7.50 100.00 

Kozhikode 13.33 40.00 46.67 100.00 71.67 16.67 11.66 100.00 

Source : Survey data. 
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Among the domestic tourists the highest occupancy in hotels at all the tourist 

centres of Kerala, except Kovalam, Thekkadi, Alapuzha and Guruvayoor was by 

the business tourists. Kovalam, Thekkadi and Alapuzha had the predominance by 

the holiday domestic tourists and Guruvayoor by others. The purpose-wise 

analysis of domestic guests in hotels showed that the highest occupancy by 

business tourists was at Kozhikode (71.67 per cent) and the lowest at Thekkadi 

(Nil) As regards the holiday tourists, the respective percentages were 92 per 

cent at Thekkadi and 7 per cent at Guruvayoor. The occupancy by others was 

the highest at Guruvayoor (86.33 per cent) and the lowest at Alapuzha (S per 

cent) 

The centre-wise and category-wise arrivals of tourists in the respondent 

hotels during the period 1989 - '90 to 1993 - '94 are given in Table 7.28and its 

indices in Table 7.29. Thekkadi (59.71 per cent), Alapuzha (42.56 per cent) and 

Kovalam (37 72 per cent) stood first, second and third respectively for the highest 

percentages of foreign tourists accommodated in 1989 - '90 in the hotels studied. 

Guruvayoor being an exclusive pilgrim centre of Hindus had the lowest foreign 

tourist arrivals (1. 33 per cent) in 1989. Thekkadi retained the first rank in the 

highest percentage of foreign tourist arrivals in hotels throughout the period. But 

AJapuzha lost its second rank to Kovalam and was satisfied with third rank in 1993 

·'94. Non- availability of good hotels at Alapuzha compelled the tourists to have 

their night halt elsewhere and enjoy the natural beauty of Alapuzha during day 

time. as it is learnt from the tourists. Thekkadi was the only centre where indices 

of arrivals of both the domestic and foreign tourists in hotels had declined to 

83.81 and 62.92 respectively in 1993 - '94 (Table 7.29). This may be due to 

dispersion in the industry by the opening of new hotels. The highest growth of 
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indices in respect of both the domestic and foreign tourists in hotels in 1993 -'94 

was at Kozhikode (731.07 and 813.21 respectively). 

It is discernible from Table 7.30 that the proportion of the foreign tourists to 

total tourists was the maximum (38.16 per cent) in the five star hotels and the 

minimum in the one star hotels (1.70 per cent) during 1989 - '90. The five star 

hotels retained the highest proportion throughout the period under study, but the 

lowest proportion was shifted to the category of hotels belonging to "others" (2.40 

per cent) in 1993 - '94 While analysing the growth o'f the indices of the domestic, 

foreign and total tourist arrivals, it is also seen that the indices grew the highest in 

foreign tourist arrivals in hotels of five star (139.67), two star (150.64), one star 

(177.89) and other (151.97) categories and in all the hotels together (142.54) 

during 1993 - '94.(Table 7.30). The indices of the domestic tourists grew the 

highest in the three star hotels (152.83) and hotels awaiting classification (214.93) 

in 1993 - '94. Amongst the various categories of hotels the indices of the foreign 

tourist arrivals in 1993 - '94 indicate the highest in one star hotels (177.89) and 

that of the domestic tourists in hotels awaiting classification(214. 93). 

7164 Occupancy Percentage 

An analysis of the annual occupancy percentage ID the respondent hotels, 

centre-wise, is made as shown in Table 7.31. It can be seen from the Table that 

thirty four per cent of the respondent hotels have annual occupancy of 60 - 70 per 

cent followed by 22 per cent hotels with 70 - 80 per cent occupancy Only 32 per 

cent of the respondent hotels have occupancy below 60 per cent. it can be further 

seen that there is no centre which has less than 20 per cent occupancy. Kochi is 

the only centre which has all the different ranges of occupancy percentages 
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between 20 to 100 with intervals of ten. Out of the 25 respondent hotels in Kochi 

only 8 hotels have less than 60 per cent occupancy. Eight out of twenty-five 

hotels in Kochi have occupancy of 60 - 70 per cent followed by 5 hotels with 70 -

80 per cent occupancy. Kochi and Guruvayoor are the two centres with 90 to 100 

per cent occupancy in hotels. 

7.16.5 Duration of Stay 

The highest proportion (60 per cent) of hotels have the duration of stay of 2 -

3 days.(Table 7.32) Only two per cent of the hotels have the stay of above five 

days. On centre-wise analysis it could be seen that all the hotels at Thekkadi, 

Ko\lam, Alapuzha, Kottayam and Thrissur had the duration of stay of 2 - 3 days, 

followed by Thiruvananthapuram and Kozhikode (66.67 per cent each). Fourty

eight per cent (I2) hotels in Kochi also belonged to this group. 

7.16.6 Expenditure Pattern of the Foreign Tourists 

Secondary data was used to study the expenditure pattern of the foreign 

tourists in Kerala. The average expenditure of a foreign tourist per day in Kerala 

was Rs.282.00 in 1986, of which Rs.IS5.60 (55.18 per cent) was in hotels by way 

of accommodation and food.(Table 7.33). The former increased to Rs.694 and 

the latter to Rs.407 (58.64 per cent) respectively in 1994. The expenditure on 

accommodation stood increased from 30.35 per cent in 1986 to 39.34 per cent in 

1994 and on food it reduced from 24.82 per cent (1986) to 19.30 per cent (1994). 

Though the average expenditure of a foreign tourist per day in Keral is 

Rs.694.00 as per the latest estimates of the D.O.T, Government of Kerala, the 

average room rent alone per day for a single room in a five star hotel is more than 
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TABLE 7.32 

AVERAGE PERIOD OF STAY IN THE RESPONDENT HOTELS - CENTRE-WISE 

Centre 
Duration of stay in days 

1 2-3 4-5 
Thiruvananthapuram I 4 1 

16.67 66.67 16.67 

KovaIam - 1 1 
- 50 50 

Kochi 7 12 5 
28 48 20 

Thekkadi - 1 -
- 100 -

Kollam - 1 -
- 100 -

AJappuzha - 1 -
- 100 -

Kottayam - 1 -
- 100 -

Thrissur - 5 -
- 100 -

Guruvayoor 2 1 -
66.67 33.33 -

Palakkad 1 1 -
50 50 -

Kozhikode 1 2 -
33.33 66.67 -

Total 12 30 7 
24 60 14 

Note' Figures in italics give the percentage to total of each centre. 

Source' Survey Data. 
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TABLE 7.33 

AVERAGE EXPENDITURE PER DAY OF THE FOREIGN TOURISTS IN KERALA 
(Amount in Rs.) 

Year Accom- Food Total Local Entertain- Shopp-
modation Transport ment and ing 

sight 
seeing 

1986 85.60 70.00 155.60 42.00 34.00 34.00 

30.35 U81 55.18 /4.89 12.06 11.06 

1994 273 134 407 60 - -

39.3-1 19.30 58.6-1 8.65 - -

Note' Figures in italics indicate the percentage to grand total. 
Source : 1986 Master Plan, The 0.0. T, Govt .. of Kerala 1986 

Commu- Miscell- Grand 
nication aneous total 

- 16.40 282.00 

- 5.81 100 

60 167 694 

8.65 24.06 100 

1994 Tourist Statistics 1986-93, The D.O.T., Govt. of Kerala. 

TABLE 7.34 

FOREIGN EXCHANGE EARNINGS BY THE RESPONDENT HOTELS (Rs. in lakbs) 

y Public Sector Hotels 
e l.T.D.C 

a Foreign Percentage 

r Exchange change over the 
Earned previous year 

1987-88 N.A. -
1988-89 39.13 -
1989-90 50.12 28.09 

1990-91 56.18 12.09 

1991-92 69.68 24.02 

1992-93 87.24 25.20 

1993-94 N.A -

Note' N.A. = Not Available. 
Source: Survey data. 

K.T.D.C 
Foreign Percentage 
Exchange change over the 
Earned previous year 

9.57 -
12.33 28.84 

14.22 15.32 

19.41 36.50 

N.A -
N.A -
N.A -

Private Sector Hotels 

Foreign Percentage 
Exchange change over the 
Earned previous year 

61.25 -
182.65 198.20 

277.39 5l.87 

376.03 35.56 

532.69 41.66 

788.41 48.01 

984.83 24.91 
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Rs.2600 and that of a three star hotel it ranges between Rs.600 to Rs.2000. The 

occupancy percentages of the five star and three star hotels, where majority of the 

occupants are foreigners, are comparatively very high. If the total expenditure of 

foreign tourists in five star and three star hotels is segregated from the state total 

of foreign tourist expenditure and an average expenditure per day is then worked 

out on the remainder for the remaining foreign tourists it would be a small amount. 

Hence it is high time for us to have a shift in the emphasis from the present pattern 

of encouraging quantitative growth of tourism to qualitative growth by promoting 

class tourism. 

7.16.7 Foreign Exchange Earned 

An attempt was made to collect the details of foreign exchange earned by the 

respondent hotels. Though 40 respondent hotels were there in the private sector 

only 15 of them were ready to divulge information regarding their foreign 

exchange earnings The foreign exchange earnings of I.T.D.C, K.T,D,C and 

private sector hotels are given in Table 7.34. Foreign exchange earnings of all 

the three groups of hotels have been increasing throughout the period. The 

percentage change over the previous year in I.T.D.C hotel was the highest in 1989 

. '90 (28.09 per cent) and the lowest in 1990 - 91 (12.09 per cent). Whereas in 

K.TD.C, the highest percentage change was in 1990 - 91 (36.50 per cent) and the 

lowest in 1989 - 90 (15.32 per cent). The percentage changes over the previous 

year were higher in private hotels than in public sector hotels and the highest 

change was in 1988 - 89 (19820 per cent) and the lowest in 1993 - '94 (24.91 per 

cent). 
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7.16.8 Taxes to the Exchequer 

The government receives a huge amount every year from the hotels under 

various heads, such as sales tax, expenditure tax, luxury tax, tax on air

conditioning, turnover tax and purchase tax. But unfortunately no separate 

account is maintained by the departments so as to enable one to get the particulars 

of these collected exclusively from hotels, except the luxury tax. Details of the 

amount of luxury tax received from hotels during 1982 - '83 to 1993 -'94 are given 

in Table 7.35 

7.16.8.1 Luxury Tax 

It can be seen from Table 7.35 that the luxury tax collected from hotels in 

1982 - '83 was RS.21.58 lakh and increased steadily to Rs.439.48 lakh in 1993 -

'94. The percentage increase over the previous year was the highest in 1992 - '93 

(81.18 per cent) over 1990 - '91. The figure for 1991 - '92 was incomplete with 

the Directorate of Revenue (Taxes), Thiruvananthapuram. The index grew from 

100 (1982 - 83) to 2036.52 in 1993 - 94. 

7.16.8.2 Registration Fees 

As per 1994 -95 budget, hotels with five rooms and above have to pay 

registration fees compulsorily. In the case of star hotels it is RS.5000 per annum 

irrespective of the location, but, for non-star hotels the following rates prevail 

depending on the location. Non-star hotels in the corporation area should pay 

Rs.IOOO per annum, those in the municipal area RS.750 per annum and in 

panchayat Rs. 500 per annum. 

government from the hotels. 

This is another source of revenue to the 
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TABLE 7.35 

LUXURY TAX COLLECTED FROM HOTELS IN KERALA DURING 1982-83 TO 1993-94 
(RI. iD lakbll) 

Year Amount % increase over the previous year Index number 
Base 1982-83 = 100 

1982-83 21.58 100 

1983-84 28.23 30.82 130.82 

1984-85 36.51 29.33 169.18 

1985-86 54.68 49.77 253.38 

1986-87 76.00 38.99 352.18 

1987-88 105.69 39.07 489.76 

1988-89 117.54 11.21 544.47 

1989-90 129.69 10.34 600.97 

1990-91 17070 31.62 791.01 

1992-93 309.28 81.18 1433.18 

1993-94 439.48 42.10 2036.52 

Total 1489.38 

Source: Directorate of Revenue (Taxes) Thiruvananthapuram. 
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Conclusion 

The foregoing analyses show that the number of hotels established was more 

in the post-eighty period than prior to it, especially after 1986. This was because 

conscious efforts for the development of tourism began in Kerala only after 1980 

and tourism was declared an industry in 1986. 

Kochi is the only centre where hotels have been established during all the 

quinquenniums since 1960. The proportion of hotels. established in Kochi in each 

quinquennium to the total number of hotels in the state during the respective 

period, was the highest throughout the period. Kochi is the only centre which has 

hotels in all the categories. Only Kochi remained a significant centre in respect of 

all the four groups of hotels both in 1985 and 1994 and hence it was the only 

centre in which spatial concentration took place in all the four groups of hotels. In 

spite of all these there is shortage of rooms in all the four groups of hotels in 

Kochi, besides Thiruvananthapuram, Kovalam and Thekkadi. Kochi is one of the 

two centres which have hotels with 90 to 100 per cent occupancy, the other being 

Guruvayoor. Kochi is the only centre which has a hotel with duration of guests 

stay for more than five days. 

Majority of the hotels at the eleven centres of tourism were with in 5 

kilometres from the bus terminal and railway station and 5-10 kilometres from the 

airport Both the five star hotels and the majority of the three star hotels are 

limited companies. Whereas, both limited companies and partnership firms have 

equal share in the case of the two star hotels. Among the foreigners occupied in 

the respondent hotels, holiday tourists predominate in all centres except Palakkad 

and Kozhikode. The holiday tourists (foreign) had the highest occupancy at 

Thekkadi, the business tourists (foreign) at Palakkad and others (foreign), at 
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Guruvayoor. In the case of domestic tourists, hotels at Kovalam, Thekkadi and 

Alapuzha had the highest occupancy by holiday tourists. While Guruvayoor had 

the highest occupancy by tourists other than holiday and business, hotels at the 

remaining seven centres had the highest occupancy by business tourists. 

Regarding the domestic tourists, the highest occupancy by holiday tourists, 

business tourists and 'others' was at Thekkadi, Kozhikode and Guruvayoor 

respectively. The proportion of foreign tourists to total tourists was the highest in 

the five star hotels through..out the period 1989-90 to .1993-94. 

The majority of the respondent hotels had the occupancy percentage 

between sixty to seventy and only 32 percent hotels had it below 60 percent. 

Kochi and Guruvayoor were the two centres with occupancy between 90 to 100 

percent. Only two to three day~ duration of stay is found common in all the 

respondent hotels. Kochi is the only centre having a hotel, the duration of tourist 

stay of which, exceeds five days. It is found that 58.64 percent of the foreign 

tourist expenditure is in hotels by way of accommodation (39.34 percent) and food 

(19.30 percent). The foreign exchange earnings of hotels, both public and private 

sector, have been increasing throughout the period. The percentage change over 

the previous year was higher in private hotels. There is a considerable amount of 

revenue to the exchequer by way of various taxes and registration fees from hotels. 

7 17 Problems of Hotel Industry in Kerala 

The most important factor to be taken care of in order to promote class 

tourism in Kerala is, the provision of hotel accommodation to the tourists whom 

we attract here, with the intention of earning of foreign exchange. But there are a 

number of problems faced by the hotel industry, the major heads of which are 

detailed below A sympathetic attitude, on the part of the government, in view of 
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these problems , towards the promotion of the hotels industry will, to a great 

extent, give confidence, strength and vigour to the entrepreneurs, to invest in 

hotels. The main problems faced by the hotel industry can be classified as : (1) 

Problems relating to finance (2) Seasonality (3) Multiplicity of products (4) Cycle 

of operation (5) Marketing (6) Package Tour (7) External factors (8) Excessive 

tax burden (9) Air-conditioning aspect. 

7.171. Problems Relating to Finance 

The various problems relating to finance are discussed below: 

7.17.1.1 Non-availability of Land 

The Entrepreneurs often shirk the idea of mobilising capital for setting up a 

hotel because the magnitude of capital required to set up hotels, especially in large 

and medium sector is high. The investment in accommodation units is primarily an 

investment in land and building and the bulk of their capital is permanently sunk in 

fixed assets. It is so because, hotels compete for sites in town centres and other 

stations where land values are high. The location of an industry is to be in relation 

to its demand. A close match between the demand and supply is of vital 

importance for any industry. Hotel serve local, national and international 

customers and thus enjoy a wide market or demand. Supply refers to the number 

and type of competitive hotel rooms located within an area. For the success of 

tourism, hotels are to be located at appropriate centres where the demand exceeds 

the supply. It is true that the best site for a hotel is generally the best site in the 

locality and probably the most expensive l . Non availability of land makes it a 

highly capital intensive industry. The average cost of setting up a metropolitan 5 

star hotel in Bombay could cost Rs.2500 million2 
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7.17.12 Capital is Locked up in Fixed Assets 

Hotel industry is not only capital intensive but capital is also locked up in 

fixed assets Extensive studies done in Switzerland and Germany reveal that in 

the hotel industry the proportion of fixed assets is probably higher than in any 

other industry3 The ratio of N.F.A. to Total Assets in a hotel was 64.28 during 

1993-'94 when those of 56 other industries were lower than this4 High fixed 

costs mean high gross profit margins. This in turn means that each addition to 

total revenue results in a substantial rise in net profit. The higher the percentage 

of fixed costs the more difficult it is to maintain adequate profitability through cost 

manipulation. 

7.1713 The Cost of Maintenance 

A hotel starts deteriorating, the day it is completed and with the passage of 

time deterioration rate grows faster. The cost of maintenance is the maximum in 

the hotel and its rate of obsolescence is also the highest. Constructing hotels as 

per the requirement is not an easy matter. With the passing of year, costs are 

rising to more exorbitant levels. ITDC originally spent mere Rs.l. 5 crore to 

establish Ashok Hotel in 1956. In 1983, it had to spend RS.5 crore to renovate the 

same The prices are so high that anyone who builds a hotel automatically 

becomes an MR TP company. 

7 1714 Long Gestation Period 

Compared to other industries the gestation period in the hotel industry is 

long This long pay back period demands the long term finance for the land and 

building and medium finance for interior assets. Since profits are slow coming, the 

investment proposition is difficult for an entrepreneur, the shareholder as well as 
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the lending institution. In the past, lending' institutions recognised the hotel and 

catering industry as a high risk industry. This had been partly because of the high 

rate of bankruptcy, the dependence of many hotel and catering business on the 

individual manager and also because of the sensitivity of the market to the 

prevailing economic conditions. 

However, as hotels form an integral part of the overall tourism activity in 

the country, their growth is important from many' angles. Hence the financial 

institutions had moderated their attitudes. They, besides extending long term 

loans, underwrite the majority of the shares of the hotel entrepreneurs, especially 

of a new unexperienced one. In order to overcome the infrastructural short 

comings a substantial injection of funds is necessary. According to the hoteliers 

the government has to come to the rescue of the hotel industry by giving them 

various incentives for the construction and modernisation of hotels. Otherwise an 

investor will be hesitant to commit resources into a field in which uncertainty and 

high risk prevails. 

7.17. l. 5 Future Illvestments 

Spurred by the strong growth in the tourism sector, the increasing trend in 

investment is still continuing and foreign investment exceeding Rs. 1,110 crore has 

already been approved since liberalisation of investment in 1991. According to 

provisional estimates the investment in the tourism industry is about Rs. 1000 crore 

per year. 

With the opening up of the Indian economy, people from all over the globe 

are coming to India in search of knowledge, business, trade etc. While there has 
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been a 7.5 percent increase in tourist arrivals in 1994, over the previous year, the 

forecast is that by the year 2000, the arrivals would shoot up by 62 percent. This 

in turn would necessitate investment of millions of rupees to create the required 

hotel chains. 

7.17.1.6 Loans 

Though from an economlC angle it may be unWlse to offer loans at 

subsidised rates to the hotel industry, the social and political implications of it will 

prove to be wise, in the long run. As far as financing is concerned the hotel 

industry needs to be put on the same footing for loans from financial institutions 

and banks, as other priority industries. Conducive investment climate must be 

created for the hotel industry to prosper6. 

7.17.2 Fiance to Hote/lndustry in Kera/a by Major Financial Institutions 

The financial institutions provide direct or indirect finance to small and 

large size hotels. The I.F.C.I, T.F.C. I, K. S.I.D.C, K.F.C and S.I.D.B.I have 

provided financial assistance to a good number of hotels in Kerala. The position 

of Kerala in the financial assistance granted by the I.F.C.I and the T.F.C.I to the 

hotel industry is shown in Tables 7.36, 7.37 and 7.38 

7.17.2.1 The Indul·tria[ Finance Corporation of India (I.F.C.I) 

The details of the state and union territory-wise loans sanctioned and 

disbursed by the I.F.C,! on hotel projects are shown in Table 7.36. The grand total 

of the number of hotel units assisted is 157, out of which the proportion of Kerala 

is 2.55 per cent with the 11th rank. The proportions of the number of units 

assisted in each state/union territory to total number of units assisted range 

between 0.64 per cent (Assam, Meghalaya and Punjab) and 13.38 percent 
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TABLE 7.37 

STATE-WISE CLASSIFICATION OF THE FINANCIAL ASSISTANCE SANCTIONED BY 
THE T.F.C.I AS ON 31.03.1994 

No of % share of Rank Total % share Rank 
State units the state assistance to the 

assisted by the state 
T.F.C.I 

Andhra Pradesh 11 5.42 8 2711 5.16 8 

Bihar 3 1.48 14 267 0.51 17 

Goa 9 4.43 10 2663 5.07 9 

Gujarat 13 6.40 6 2736 5.21 7 

Hariyana 3 1.48 14 535 1.02 15 

Himachal Pradesh 6 2.96 12 738 1.40 13 

Jammu & Kashmir 1 0.49 16 28 0.05 18 

Karnataka 13 6.40 6 5502 10.47 3 

KeraJa 10 4.93 9 1621 3.08 11 

Maharashtra 34 16.75 2 5385 10.25 4 

Madhya Pradesh 7 3.45 11 2094 3.99 10 

Orissa 1 0.49 16 300 0.57 16 

Punjab 1 0.49 16 675 1.28 14 

Rajasthan 15 7.39 4 5294 10.0S 5 

Tamil Nadu 35 17.24 1 9944 18.93 1 

Uttar Pradesh 14 6.90 5 3430 6.53 6 

West Bengal 5 2.46 13 1029 1.96 12 

Union Territory 22 10.84 3 7585 14.44 2 

Total 203 100.00 52537 100.00 

Source: Fifth Annual Report - 1993-'94 of the T.F.C.1. New Delhi. 
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(Tamilnadu) The grand total of the cost of the total units assisted in the country 

was RS.205852.04 lakhs in which the proportion of Kerala was 1.20 per cent, with 

the 13 th rank while the proportions of different states ranged between 0.22 percent 

(Meghalaya) and 25 44 percent (Delhi). Considering the grand total of the amount 

assisted by the IFCI i.e., Rs.42025.51 lakhs the proportion of Kerala is 1.26 per 

cent with the 14th rank when the proportion of different states/union territories 

ranged between 0.15 percent (Meghalaya) and 22.47 per cent (Tamil Nadu) . The 

proportion of the grand total of the amount assisted by the IFCI to the grand total 

of the cost of the total projects is 20.42 per cent. As far as Kerala is concerned, 

the amount assisted by the IFCI is 21.41 per cent of the total cost of the projects 

and has the 13 th rank when this proportion for other states ranged between 3.46 

per cent (West Bengal) and 38.34 per cent (M.P). 

7.17.2.2 Tourism Finance Corporation of India (T.F. C.l) 

The state-wise classification of financial assistance sanctioned by the 

T.F.C.I. as on 31-3-94 is given in Table 7.37. It is discernible from the Table that 

over and above the various categories of hotels, the T.F.C.I had financed projects 

for amusement parks, car rentals, and others too. The Table indicates that the 

TF.C.I. assisted 203 units in the 18 states/union territories as on 31-5-94, in 

which the proportion of Kerala was 4.93 per cent when the proportions of various 

states and union territories ranged between 0.49 per cent (J & K, Orissa and 

Punjab) and 17.24 per cent (Tamil Nadu) giving, Kerala the 9th rank. The total 

assistance of the T.F.C.I in the country was Rs.52,537 lakhs in which the 

proportion of Kerala was 3.08 per cent when the proportion of various 

states/union territories ranged between 0.05 per cent (J&K ) and 18.93 per cent 

(Tamil Nadu). The rank of Kerala was 11 in this case. Project-wise and purpose

wise classification of financial assistance sanctioned by the T.F.C.I from 31-3-90 
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to 31-3-94 is given in Table 7.38. The purposes of assistance were for starting 

new projects, expansion, renovation/equipment finance and expansion-cum 

renovation. The highest proportion of assistance was for new projects (79.34 

percent) followed by expansion (10.45 per cent) and the lowest was for expansion

cum-renovation (3.98 per cent) 

7.17.2.2.1 New projects 

Total number of new projects assisted were 1~2 of which 132 units (86.84 

percent) were hotels of different categories. Of this, 94 units (61. 84 per cent of 

the total units) were 3 star hotels and 3 units (1.97 per cent) were heritage hotels 

(7.38). Total amount assisted to the new projects was Rs.41681 lakhs and the 

share of the hotel projects was RS.37961 lakhs (91.08 per cent). The highest 

proportion was for 3 star hotels (47.06 per cent). 

7.17.2.2.2 Expansion 

It can be further seen from Table 7.38 that out of the 17 units assisted for 

expansion the proportion of hotels was 82.36 percent (14 units). The five star 

hotels had the highest proportion of 52.94 percent (9 hotels). The total amount 

assisted under this head was RS.5491 lakhs (10.45 percent) of which RS.3261 lakhs 

(59.38 percent) were availed by hotel sector. The proportion of assistance to the 

five star hotels was 45.40 per cent (Rs.2493 lakhs). 

7.17.2.2.3 Renovation/Equipment Finance 

Under this head 24 units were assisted altogether by the T.F.C.I., (Table 

738) Of this, 21 were hotel units (87.50 per cent). These 21 hotel units alone 

availed RS.3144 lakhs (96.06 per cent) out of the total assistance of RS.3273 lakhs 
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spent for this purpose The proportion of five star hotels remained the highest 

both in the case of the number of units (45.83 per cent) and the amount of 

assistance (67.40 per cent). 

7.17.2.2.4 Expansion-cum-Renovation 

Only hotels were assisted by the T.F.C.I. for the purpose of expansion-cum

renovation and the amount assisted to 10 hotels altogether was RS.2092 lakhs. 

Three 5 star hotels (30 per cent) and six 3 star hotels (60 per cent) availed this 

facility in the proportions of 66.25 per cent and 31.07 per cent respectively leaving 

2.68 per cent to the unclassified hotels. The remaining categories of hotels were 

not in the scene (Table 7.38). 

The T F. C.I has assisted 203 units altogether under various projects for 

different purposes and the proportion of hotel units was 87. 19 per cent (177 

Hotels). The hotel sector has availed the lion's share i.e., RS.46458 lakhs(88.42 

per cent),out of the total assistance ofRs.52537Iakhs. 

7.17.2.3 K.S.I.D.C, K.F.e. and S.I.D.B.I. 

Kerala State Industrial Development Corporation Ltd. (K.S.I.D.C) and 

Kerala Financial Corporation (KFC) provide direct finance to the hotel industry in 

Kerala. Re-finance is made by the Small Industries Development Bank of India 

(S.I.D.B.I). 

7.17.2.3.1. Kerala State Industrial Development Corporation Ltd. 

The cumulative position of the number of industries assisted and the 

amounts of assistance sanctioned and disbursed by K.S.I.D.C. both for hotels and 
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the total units during the period from 31-3-83to 31-3-93 is given in Table 7.39. 

The number of hotels assisted by KSIDC increased from 2 to 9 during the period 

1983-'93 (Table 7.39). The proportion of hotels to the total number of industries 

assisted shows an increase from 2 percent to 4.93 percent during 1983-1987 and 

afterwards the proportion declined to 3.37 per cent in 1993, with slight oscillations 

in 1992 and 1993 

The amount of assistance sanctioned by KSIDC to hotels was Rs.43 lakhs 

as on 31. 3.1983. This became Rs. 611. 17 lakhs in 1992-'93 after a steady increase 

throughout the period except in 1989- '90 and 1990- '9l. The proportion of 

assistance sanctioned for the hotel industry to total assistance for all industries 

stood increased from 0.94 per cent on 31.3.1983 to 2.44 per cent On 3l.3.1993 

with slight oscillations in-between. Details of the disbursements made by KSIDC 

are available only from 1988. Assistance disbursed to hotels was Rs.332.37 lakhs 

in 1988 and increased to Rs.484.84 lakhs in 1993. But the proportion of hotels in 

the total amount disbursed stood reduced from 4.01 per cent to 2.51 per cent 

during the period. The indices grew higher in hotels both in the number of units 

and the amount of assistance when compared to the total units and total assistance. 

The indices of the number of hotels assisted grew from 100 to 450 during 1983 -93 

whereas it rose from 100 to 267 in the case of total units assisted. Similarly the 

indices of the amount sanctioned for hotels increased from 100 to 142l.33 and that 

of total units assisted from 100 to 545.88. 

7.17.2.3.2 Kerola Financial Corporation (KFLJ 

The financial assistance by KFC to the hotel industry in Kerala as on 31-3-

'83, and the cumulative position, year-wise, from 1983 to 1993 is depicted in 

Table 7.40. The number of units for which assistance was sanctioned and 
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disbursed were 178 and 172 respectively. When the respective total industries 

were 5079 and 4503 the proportion of hotels to total number of units were 3.50 

per cent and 3.82 per cent respectively. The total number of hotel units sanctioned 

had increased from 178 (1983) to 461 (1993) and total industries from 5079 to· 

17651 The indices of hotels show an increase from 100 (1983) to 258.99 and that 

of the total units from 100 to 347.53 for the corresponding period. The amounts 

sanctioned as on 31-3-1983 were RS.I009.441akhs for the hotels and Rs. 9440.61 

lakhs for the total industries with the proportion of ho'tels to total being 10.69 per 

cent These amounts had increased to Rs.4590.66 lakhs and Rs.58,842.S0 lakhs 

respectively in 1993. The proportion of the former to the latter had decreased 

from 10.69 per cent (1983) to 7.80 per cent (1993) except in 1984 (11. 02 per 

cent) and '85 (10.86 per cent). The indices showed a growth from 100 (1983) to 

454.77 (1993) for the hotels and from 100 to 623.29 for the total industries for the 

corresponding period. 

The amounts disbursed as on 31-3-'83 were Rs. 677.70 lakhs for the hotels 

and Rs. 6861.58 lakhs for the total industries and the proportion of the former to 

the latter was 9.88 per cent. Disbursement in the respective heads stood 

increased to Rs. 3162.39 lakhs and Rs. 45388.72 lakhs declining the proportion of 

the former to the latter from 9.88 per cent (1983) to 6.97 per cent (1993) with the 

exception that the proportion increased in 1984 (10.36 per cent) and 1985 (10.63 

per cent) and gradually declined. The indices grew from 100 in 1983 to 466.64 and 

661.49 (1993) for hotels and total industries respectively. 

7.17.2.3.3 The Small Industries Development Bank of India (S.I.D.B.I) 

The assistance of the S.I.D.B.I to the hotel industries in Kerala is in the 

form of re-finance which is provided to scheduled commercial banks, state-co-
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TABLE 7.4t· 
RE-FINANCE BY THE S.LD.B.L FOR THE HOTEL INDUSTRIES IN KERALA (RI. iD Lakbs) 

y Units Variation Amount Variation Amount Variation %of 
e assisted over the sanctioned over the disbursed over the disbursem 
a previous Rs. previous Rs. previous em to 
r vearin % )'earin % year in % sanction 

1991 17 - 116.05 - 88.25 - 76.04 
14.-11 11.60 16.79 

1992 52 205.88 395.60 240.89 247.47 180.42 62.56 
-1-1.07 39.56 47.09 

1993 31 -40.38 280.30 -29.15 152.65 -38.32 54.46 
26.27 28.03 29.05 

1994 18 -41.94 208.17 -25.73 37.14 -75.67 17.84 
15.25 20.81 7.07 

Total 118 - 1000.12 - '525.51 - 52.54 
100 100 100 

Source : Computensed data from the S.I.D.B.I. 

TABLE 7.41 A 
PEAK SEASON OF mE RESPONDENT HOTELS 

Centres -+ TVM KVM CHN TK.DY QLN ALPY KTM TCR OVR POT CLT T<UI % 
No. of sample 

6 2 ~ I I I 
Hotels -+ 

I 5 3 2 3 50 100 

Total Business 
months in the n 24 300 12 12 12 12 CiO 36 24 36 CiOO 100 

year-+ 

Months NUMBER OF HOTELS 

January ~ 2 19 I I I 1 3 2 · 2 37 74 

February S 2 11 1 I 1 1 2 · 2 2 3' 70 

March 3 2 16 1 I 1 I 3 I 2 2 33 66 

April I 1 11 I I 1 I 3 3 2 2 27 54 

May 1 I 10 1 I 1 1 3 3 2 2 26 52 

June · · . · · · . · · · . · 
July . · · · · · . · · · . · 
August I · · · · · 3 I · · , 10 

September ~ I 4 - · · 3 I · · 14 21 

October ~ 2 I~ . · · I I · · 24 41 

NO\'elI\OOr 11 2 11 I I I I 1 1 · 1 33 66 

Decc:mber I> 1 19 1 1 I 1 1 1 · 2 36 n 

Total Peak 
months 31 I~ IJO 7 7 7 7 13 1~ 8 IJ 270 · 
~ to total 
busmess month '2.71 62.~ 43.33 ".33 SI.33 '1.33 ".33 38.33 41.67 33.33 36.11 4H'. · 
Note. TVM - Thlruvananthapuram QLN Kollam GVR Guruvayoor 

KVM Kovalam ALPY = Alapuzha PGT Palakkad 
CHN Kochi KYM Kottayam CLT = Kozhikode 
TIiKDY= Thekkady TCR Thrissur 

Source : Survey data 



TABLE 7.42 B 

MODERATE SEASON OF THE RESPONDENT HOTELS 

Centres -+ TVM KVM CHN TKDY QLN ALPY KTM TCR 

No. of sample 
6 2 2~ 1 1 1 1 ~ 

hotels-+ 
Total business 
months in the 72 24 300 12 12 12 12 60 

year--+ 

Months NUMBER OF HOTELS 

January 1 - 6 -
February 1 7 -
March 2 - I -

April 4 - \3 -

May 3 - 14 -
June 3 -
July - 3 -
August 2 - 11 1 

September 2 - 19 1 

October 1 - 10 I 

November - - 7 -
Derember - 6 

Total moderate 
months 16 - 114 3 

% to total 22.22 3' U 

business months 

Note TVM 
KVM 
CHN 
THKDY'" 

Thiruvananthapuram 
Kovalam 
Kocbi 
Tbekkady 

Source: Survey data 

-
-
-
-
-

1 

I 

I 

-
-

3 

U 

-
-
-
-
-
-
-
1 

1 

1 

-

3 

2~ 

QLN 
ALPY = 
KYM 
TCR 

2 

- 3 

- 2 

- 2 

- 2 

1 

- 1 

1 1 

1 2 

1 4 

- 4 

4 

3 21 

2~ 46.67 

Kollam 
Alapuzha 
Kottayam 
Thrissur 

GVR 

3 

36 

1 

2 

2 

-
-
-

2 

2 

2 

2 

1 

14 

31.19 

GVR 
PGT 
CLT 

POT 

2 

24 

2 

-
-
-

-
2 

1 

2 

2 

1 

12 

~o 

368 

CLT T(QI 

3 ~ 

36 600 

1 13 

1 14 

1 1~ 

1 20 

1 20 

2 6 

2 6 

3 32 

3 34 

3 26 

2 17 

1 14 

21 217 

~'.33 36.17 

Guruvayoor 
Palakkad 
Kozhikode 

'Ye 

100 

lOO 

26 

ZI 

30 

40 

40 

12 

12 

64 

61 

~ 

34 

2. 



TABLE 7.42 C 

LEAN SEASON OF THE RESPONDENT HOTELS 

Centres--) TV~ KVM CHN TKDY QLN ALPY 

No. of sample 
6 2 2~ 1 1 1 hotels--) 

T ota! business 
months in the n 24 300 12 12 12 

vear--. 
Months NUMBER OF 

January 

FebruaJ\ 

March 

April 

May 

June 

JuI\' 

August 

September 

October 

November 

December 

Total Peak 
months 
% to total 
business months 

Note: TVM 
KVM 
CHN 
THKDY= 

1 

1 

2 

6 

6 

2 

IB 

2~ 

-
1 

! 1 

1 1 

2 20 1 

2 22 1 

2 9 

1 2 -

9 ~6 2 

37.~ 11.67 16.67 

Thiruvananthapuram 
Kovalam 
Kochi 
Thekkady 

Source: Survey data 

1 

1 

2 

16.67 

-
-

1 

1 

. 
-

-

2 

16.67 

QLN 
ALPY 
KYM 
TCR 

KTM TCR 

1 ~ 

12 60 

HOTELS 

- -
- -

1 4 

1 4 

1 

-
-

- -

2 9 

16.67 15 

Kollam 
Alapuzha 
Kottayam 
Thrissur 

GVR 

3 

36 

1 

-

3 

3 

-

7 

19.44 

GVR 
PGT 
CLT 

POT 

2 

24 

-

-
-

2 

2 

-
-
-

4 

16.67 

369 

CLT Total 

3 ~ 

36 600 

- -
- 1 

- 2 

3 

- 4 

1 42 

1 44 

14 

- 3 

- -
- -

-

2 113 

5.56 18.13 

Guruvayoor 
Palakkad 
Kozhikode 

% 

100 

100 

-
2 

4 

6 

1 

14 

IS 

21 

6 

-
-
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operative bank and Kerala Financial Corporation. The analysis of the re-finance 

made by the S. I. D. B.I to the hotel industry in Kerala since its inception in 1990 is 

given in Table 7.41. It is discernible from the Table that during 1991-'94 the 

number of hotel units assisted, the amount sanctioned and the amount disbursed 

increased from 17 to 118, Rs. 116.05 lakhs to Rs. 1000.12 lakhs and Rs. 88.25 

lakhs to Rs. 525.51 lakhs respectively. The percentage change over the previous 

year was positive only in 1992 in respect of all the three variables (205.88 per 

cent, 240.89 per cent and 180.42 per cent respectively). It can be further seen from 

the Table that the proportions of the units assisted, the amount sanctioned and the 

amount disbursed - year-wise - to their respective grand total stood the highest in 

1992 (44.07 per cent, 39.56 per cent and 47.09 per cent respectively). 

Conclusion 

The peculiarities of the hotel industry such as capital intensiveness, 

excessive investment in fixed assets and long gestation period demand long term 

finance for which an investor looks upon the financial institutions. The analysis of 

the financial assistance provided by the major financial institutions to the hotel 

industry in Kerala reveals the following. 

Kerala was far behind many other states in respect of IFCI's assistance to 

hotel projects Out of the twenty states and union territories assisted/Kerala had 

the eleventh rank in the proportions of the number of units assisted and thirteenth 

rank in the total cost of the projects assisted. It had the fourteenth rank in the 

amount assisted by the IFCI. As regards the proportion of the loan to the total 

cost, Kerala had the thirteenth rank. The lion's share of the assistance by the 

TFCI from 31-3-'90 to 31-3-'94 (88.42 per cent) was to the hotel sector, 
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especially to the three star hotels (40.66 per cent) followed by the five star hotels 

(36.75 per cent). Out of the 203 units assisted by the TFCI, the proportion of 

Kerala was 4.93 per cent with the ninth rank and with regard to the amount of 

assistance, the proportion was 3.08 per cent with eleventh rank. From these it is 

clear that the entrepreneurs in Kerala are not awake to make use of the financial 

assistance by the TFCI to big hotel projects. It has to be noticed that our 

neighbouring state Tamil Nadu stood first in availing. the financial assistance from 

both the IFCI and the TFCI in terms of the number of units and also the amount of 

assistance. As regards the financial assistance by KFC, the amount of assistance 

per hotel was more than the amount per non-hotel unit. The proportion of hotels 

in the total number of units assisted by KFC during 1983-'93 remained between 

two and four per cent. But the proportion in the amount sanctioned ranged 

between seven and eleven per cent and the amount disbursed between six and 

eleven per cent. The re-finance by the SIDBI during 1991-'94 shows that there 

was wide disparity in the amount sanctioned and disbursed. It is also seen that the 

re-finance was the highest in 1992. 

7.17.3 Seasonality 

Tourism demand is highly unstable and is influenced by many factors, more 

regularly by seasons. The seasonal changes affect the demand to a very great 

extent Seasonal fluctuations in the flow of tourists will cause imbalance in the 

demand for the supply of tourist infrstructural facilities such as hotels, transport 

etc. Seasonality in tourism is a problem throughout the world. This presents a 

problem in relation to employment and investment. The problem of seasonality 
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requires immediate attention. Evenly spread tourism with very little seasonality 

trends is to be brought out. 

7.17.3.1 Seasonality in the Respondent Hotels 

During the survey of the hotel establishments, it was learnt that they do not 

get uniform business throughout the year. Based on the percentage of occupancy 

in the hotels they have three seasons, viz. the peak season, the moderate season 

and the lean season. The respondent hotels were asked to name the months in 

each season of their business and the details so obtained are presented in Tables 

7.42.A., 7.42.B and 7.42.C., according to which there are altogether 600 business 

months for 50 respondent hotels consisting of 270 peak months 217 moderate and 

113 lean months, i.e. 45 per cent of the business months are peak, 36.17 per cent 

moderate and 18.83 per cent lean. It can be further seen from Table 7.42.A that 

the majority of the hotels; ranging between 52 to 74 per cent, have 7 months 

(November to May) as peak season and June and July are not peak months for any 

of the respondent hotels. Further, centre-wise analysis of the peak season reveals 

that Kovalam has the highest proportion of peak months to total business months 

(62.5 per cent) and Palakkad the lowest (33.33 per cent). It is seen from Table 

7.42.B that between 64 to 68 per cent of the hotels have their moderate season in 

August and September and the lowest (12 per cent) of them have June and July as 

moderate. Centre-wise analysis of the moderate season discloses that Kozhikode 

has the highest proportion of moderate months to total business months (58.33 per 

cent) and Thiruvananthapuram the lowest (2222 per cent). June and July are the 

lean season for more than 80 per cent of the hotels and October to January (4 

months) are not the lean season for any of the respondent hotels (Table 7.42.C). 

The highest proportion of the lean business months to total is for Kovalam (37.5 

per cent) and the lowest for Kozhikode (5.56 per cent). 
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TABLE 7.43A 

MONTH-WISE FOREIGN TOURISTS IN KERALA 

Years 
. Months 

1987 1988 1989 1990 1991 1992 1993 

January 7881 7781 9896 9139 9341 11037 10819 

February 5797 5745 9918 7625 7287 9472 9697 

March 4365 3970 5995 6111 5904 6975 8199 

April 3325 2157 3257 3719 4243 6097 6696 

May 1583 1194 1798 3232 3124 4911 5229 

June 1091 857 1401 2502 2532 4873 4814 

July 1343 1734 2888 3244 3729 4304 5760 

August 3111 3244 3849 4476 4338 7062 7627 

September 4391 2132 3200 4286 4906 6829 7189 

October 5409 6542 6620 6384 6220 8582 8326 

November 6602 8072 8209 6814 7701 9948 9443 

December 6918 8655 8921 8607 9984 10545 11440 

Total 51816 52083 65952 66139 69309 90635 95209 

Source: The D. O. T., Government of Kerala. 

TABLE 7.43. B 

MONTH-WISE DOMESTIC TOURIST ARRIVAL IN KERALA 

Months 
Years 

1987 1988 1989 1990 1991 1992 1993 

January 61837 54627 56948 66255 77%2 93010 99472 

February 52158 48751 59252 55930 69944 81487 83201 

March 53228 51825 55777 72108 78039 76611 81297 

April 41786 40758 42410 66794 75666 79973 80422 

May 37860 44632 48560 77815 77336 92422 93458 

June 35536 44536 43322 71600 73706 78701 80001 

July 36922 45M3 51715 72862 74121 76787 77469 

August 37658 43317 49890 69754 74214 79617 85268 

September 31568 46514 52931 73794 78500 81809 84524 

October 40517 47551 55494 77264 85620 83000 85561 

NO\ember 40925 53140 55699 79320 1)01)74 85265 88176 

December 40624 60756 62250 83021) 92909 85458 88387 

Total 510619 582050 634248 866525 948991 994140 1027236 

Source : The D. O. T., Government of Kerala . 
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TABLE 7.44 

SEASONAL INDEX OF TOURIST ARRIVALS IN KERALA 

Months Seasonal Index Seasonal Index 
(Foreign) (Domestic} 

January 3845 8227 

February 2405 -670 

March 255 1481 

April -1615 -4139 

May -2769 3253 

June -3238 -4466 

July -2643 -3520 

August -1217 -4597 

September -1327 -3229 

October 959 362 

November 2175 2354 

December 3171 4943 

Source: Computed using the data provided by the D.O.T Government of Kerala . 
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7.17.3.2 Seasonal Index 

An attempt is made to study the seasonality pattern of tourism in Kerala. 

Table 7.43.A (Foreign tourists) and Table 7.43.B. (Domestic tourists) show the 

month-wise tourist arrivals in Kerala during 1987 to 1993. Seasonal index is 

worked out to arrive at the seasonality pattern in the following way. Firstly mean 

and standard deviation of tourist arrivals in different months were computed for 

each year. A plot of the standard deviations against the means did not show any 

relation and hence an Additive Seasonal Model was adopted for estimating the 

seasonal index The seasonal index (additive model) was computed as the average 

deviation of each month's tourist arrival from the corresponding trend level of that 

month. The trend component was estimated using the Centred Moving Average 

method with a span of ] 3 months. The results of the computations are given in 

Table 7.44. 

October to March are favourable for the foreign tourist arrivals in Kerala 

and the remaining six months, April to September, are not favourable (Table 7.44). 

Among the favourable months the seasonal index is the highest in January (3845) 

and the lowest in March (255). Among the unfavourable months, the index is the 

lowest in June (-3238). The Table further shows that October to January and 

March and May are the favourable six months for the domestic tourists. The 

seasonal index is the highest in January (8227) and the lowest in October (362). 

Among the remaining six months seasonal index is most unfavourable in August 

(-4597) The seasonality pattern of foreign and domestic tourists is almost the 

same with the difference that among the favourable months May is included by the 

domestic tourists instead of February by the foreign tourists. Similarly June is the 

most unfavourable month for the foreign tourists when August is for the domestic 

tourists 
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7 17 4 Multiplicity of Products 

Hotels and restaurants do not sell a single product, but a multiplicity of 

products mainly low-priced. Many hotels have menus containing over one hundred 

items, each of which has to be separately costed, prepared, served and accounted 

for on the customer's bill. 

"There is hardly any other business in which the amount involved in each 

individual transaction is so small and where these ·transactions, cash or credit, 

follow each other with such rapidity. A guest may arrive at and take a room, have 

his baggage delivered, use the telephone and valet service, have his meal in his 

room or in the dining room, send a telegram, purchase cigars and dictate a few 

letters to the public stenographer, all within a little more than an hour. During the 

same time he must be registered, his name must be listed so that mail and 

telephone calls can reach him, an account must be opened for him, the baggage 

porter, the telephone operator, the valet, restaurant cashier, telegraph office, cigar 

stand and the public stenographer must all record the changes for their services 

and must report the charges to the bill clerk, who, in turn, must post them to the 

guest's account 7 Non-recording of the charges for any of the services listed 

above would result in loss of revenue to the entrepreneur. 

7.17.5 Perishable Product 

The product of the hotel industry is entirely different. A hotel bed room 

which has not been sold is an irretrievable loss. Similarly food is perishable both 

in raw material form and in the form of prepared meal. The hotel product has no 

shelf-life and is intangible. It can not store its product. Slackening of weather may 

lead to low demand for the hotel products. The hotel can not readily vary its 

operation or product of its service. Hence risk factor is more in hotels. 
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7. 17.6 Shortage of Skilled Personnel 

Hotels in India have high ratio of staff to bed (3: 1 in luxury hotels in India 

against 0.8: 1 in the USA). So the services in our hotels is expected to be 

extremely good. But the visitors describe it as 'slow, poor and sickening', they 

complain delay at the reception counter and in room service. The lack of trained 

staff for the hotel industry is the reason for this poor service. The traditional 

concept of a hotel has undergone a sea-change. Today the hotel companies have 

to treat hotels as a product which has to be sold using the same sales technique as 

any other tangible product. Serving a modern guest is a specialised job in as much 

as the tourist demands have become more and more exacting. This necessitates 

sufficient number of properly trained personnel in different departments of hotels. 

7.17.7 Cycle of Operations 

In some industries the time taken from the purchase of raw-materials to the 

sale of the finished product is long, some times a matter of months. In the hotel 

and catering establishments the cycle of operations is on the other hand, very 

short. Food delivered in the morning is often processed later that morning and 

sold the same day. So there must be adequate checks and control devices in the 

establishment to reach an acceptable level of profit. The checks and control 

devices must be such as to cover the whole of the catering cycle, that is, (a) 

buying (b) receiving ( c) storing and issuing (d) food preparations and (e) selling8 . 

Each establishment requires a comparatively short term reporting system 

than in other industries. A variety of daily and weekly reports are required in 

addition to the monthly and quarterly reports. 
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7. 17 8 J'rlarket;ng 

In the highly competitive contemporary world, an industry can survive only 

through formulating and putting into effect highly aggressive marketing strategies 

on scientific lines. Tourism is not something that passively 'happens'. Tourists are 

to be attracted. Tourists can not be expected to come directly to a destination. 

They have to be fetched. In recent years the marketing efforts and technological 

thrust and forcefulness of the international hotel chains hve increased 

phenomenally and have resulted in their taking the lead in aggressive marketing of 

tourism in today's world. Lack of association with international chains and 

organisation is our failure. 

The logical step to be taken is that individual hotel chains and organisations 

in our state should seek and be allowed to seek such association without diluting 

the national interest. The economic advantages of marketing and reservation 

arrangements with reputable international hotel chains are immense. These chains 

have global linkages both backward and forward with different segments of 

tourism and travel infrastructure. Their name and standing in the arena of world 

tourism commands confidence in the minds of the travellers who know that the 

standard of service, the care and concern for the guests and the benefits of modern 

technology will be combined and juxtaposed in the most appropriate manner to 

suit individual needs. 

Because of the shortage of accommodation most hoteliers and restaurers are 

indifferent to the idea of advertising their hotels abroad. It is impossible for a 

private hotelier to advertise independently. Tie up arrangements with big 
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international hotel chains enable to take the advantage of joint advertisement 

abroad. Collaborations with reference to financial participation are needed. There 

is urgent need for foreign collaborations to ease the problem of financing and 

finding foreign exchange. Large hotel companies who have established a 

standardised service with a particular brand image have opportunity to undertake 

the national and international advertising and sales efforts and are able to offer a 

spread of national and international locations. 

7.17.8.1 Sales Promotion Measures Taken by the Respondent Hotels 

The survey shows that the hotel establishments depend on different means 

such as advertisement, travel agents, tour operators, transport operators, 

associates abroad and goodwill of self for their sales promotion. It can be seen 

from Table 7.45 that all the hotels in each category claimed good will of self as 

one of their sales promotional measures. Advertisement and travel agents/tour 

operators are also used by all the five star and three star hotels. Travel agents and 

tour operators are depended by 80 per cent of the 2 star hotels and 50 per cent of 

the one star hotels. In shor!rtravel agents/tour operators are the main source for 

the majority of the hotels (56 per cent) for all the categories taken together and 

associates abroad for the least (18 per cent). And finally all the five star hotels 

give equal importance to all the five promotion measures detailed above. 
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TABLE 7.45 

SALES PROMOTION MEASURES TAKEN BY THE RESPONDENT HOTELS 

(ategolY" ot Hotels 
Sales Promotion Five Star Three Star Two Star One Star Others Total Measures 

2 9 15 2 22 50 
Advertisement 2 9 9 1 2 23 

100 100 60 50 9.1 46 
Travel agents I 2 9 12 1 4 28 
Tour operators 

100 100 80 50 18.2 56 
Transport 2 4 -g- 1 12 '!7 
Operators 

100 ·14.·/4 53.33 50 54.55 54 
AsSOCiates 2 3 2 - 2 9 
Abroad 

100 33.33 13.33 - 9.1 18 
Uood Will 10~ 9 1b~ 10~ 1~~ 50 

100 100 

Note : Figures in italics show the percentages to the number of respondent hotels in each category. 

7 17 9 Package Tour 

The evaluation of tourism into an industry requiring specialised marketing 

techniques and the powerful persuasion of radio, T. V and the print media gave 

birth to the techniques called "package tour". Travel agents and tour operators, 

hotel and transport companies now control a global mass-tourism market through 

their transnational operations in origin and destination countries. They intervene 

between the would be tourist and a chosen destination9 . Today tourist prefer 

ready-made packaged tours without any hassles, uncertainty and delaylO In order 

to encourage the tourists to come on package tour the cost of package 

tour should be brought down, so as to be comparable with other 

destinations of the world. There is a distinct impression abroad that the Indian 



381 

hotels (5 star and deluxe) are over priced, 3-4 stars hotels are just not 

available in the right numbers U A recent study by the economic intelligence unit 

of the magazine "The Economist" of London highlights the fact that the hotels in 

India are very expensive. Another finding of the same study indicates that 

Bombay is a more expensive city (based on hotel and meal cost) than Vienna, 

Brussels, Amsterdam, Madrid 12 etc. This impression of the foreigners should be 

changed and every effort should be taken to reverse the situation. 

7.17.10 External Factors 

War, politics, public opinion and civil unrest can be the greatest enemy of 

the tourism and hotel industries. In fact, mutual trust or distrust can greatly 

increase or hinder travel. The hotel business also depends on the socio-economic 

and political situations in the country or even the region at the particular point of 

time. The apparent failure of the 'visit India year' 1990, the reasons of which 

were explained in chapter 5 of this study is the best example for this. The worries 

about the possible infection of 'plague' which broke out in Surat in the last week 

of September 1994 and which affected the tourist arrivals in India is another 

example of an external factor that curtailed the hotel sales. 

The absurdity and complexity of the licensing laws are a national and in fact 

international joke. The hotelier loses many foreign customers and thus foreign 

exchange. In a study made by the Stanford Research Institute on travellers to 

India the results showed that if the 20 per cent teetotallers are excluded, about 40 

per cent of them were irked by the prohibition, policy and dry laws I3 
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7.17.11 Excessive Tax Burden 

Excessive tax burden on the tourists IS counter productive to tourism 

growth. At present, the expenditure tax on luxury hotels is 20 percent apart from 

the sales tax of 15 to 20 per cent making the total tax burden 35 to 40 per cent. In 

addition to this, 10 per cent service charges are imposed on tourists. So a tourist 

is taxed to the extent of 50 per cent of his expenditure in a hotel. Only the 

government can help the hoteliers in their loss of business due to the excessive 

taxes they are bound to levy 

7.17 12 Air-Conditioning Aspect 

The hotel industry should give more attention to the air-conditioning 

aspect. The air conditioned rooms induce the tourists to stay longer at a place, 

which means more income from them. But the unwise step of levying 15 per cent 

expenditure tax on food and drinks consumed in air-conditioned restaurants 

resulted in an increase in the cost of eating out 14 and this in turn curtailed the flow 

of guests to these hotels. Such experiences would discourage hoteliers from 

paying more attention to air-conditioning aspect. 

Conclusion 

All the problems of the hotel industry discussed above are associated with 

the special nature of the industry. For the desired growth of the industry in order 

to promote tourism, it is essential that the government should extend a helping 

hand to the industry. Government has to see that the hotel industry does not sutTer 

in any way and give all encouragements to sell accommodation for international 

conferences. 



383 

In order to keep abreast of the modern trends massive programmes of 

expansion and renovation have to be launched in hotels. For each investment in 

hotel, necessary incentives should be given. Hoteliers invest money in order to 

earn money and if it is not possible because of the restrictive policies of the 

government they will have no incentive to invest. Tourism cannot be promoted 

without huge investment in hotels. Unless the government stepped in with all 

sincerity and earnestness there will be a decline in the quality and the ultimate 

losers will however be only the people and the government. 
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CONCLUSIONS AND RECOMMENDATIONS 



CHAPTER - VIII 

CONCLUSIONS AND RECOMMENDATIONS 

athe travel and tourism industry world-wide is growing at a very fast rate. 

It has been predicted that, tourism industry will be' the world's largest single 

industry. Accommodation industry is the most important segment of tourism 

industry. Over ninety per cent of the foreign tourists and between seventy and 

eighty per cent of the domestic tourists depend on hotels for their accommodation. 

There is tremendous scope for the accelerated growth of tourism in Kerala. 

When tourism is looked upon as an economic activity capable of earning the much 

needed foreign exchange, it is essential to promote class tourism in our state. 

High spending tourists, by virtue of their status and standard of living, will 

maintain a discipline which will help in preserving our environment, tradition and 

culture, contrary to the arguments of the critics of tourism. Before such tourists 

are brought here, it is primarily essential to ensure their comfortable stay and 

sojourn Adequate accommodation must be made available in the type of hotels 

they demand The study on the trends in the hotel industry in Kerala reveals the 

following 

i) The comparative growth of the variables, VIZ, the number of hotels, the 

room capacity and the bed capacity in the eleven centres of tourism in Kerala 

shows that the growth was the highest in the bed capacity and the lowest in the 

number of hotels. This indicates that the existing hoteliers expand their old units 
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by increasing the multi-bedded rooms and a few of the new entrants in the field, 

build comparatively larger hotels with multi-bedded rooms. 

ii) It is because of the increasing demand for the hotel rooms at various centres 

of tourism that the mean-centre size in terms of room capacity shows a steady 

increase over the years. The increased demand should be met by opening new 

hotels and not by adding rooms or beds to the existing units. The coming up of 

new hotels will cause competition essential for the betterment of facilities and 

services in hotels. 

iii) The group-wise analysis of the three variables shows that the growth was 

the highest in the fourth group of hotels and the lowest in the first group. 

Contrary to this the results of the survey on the foreign tourists show that the 

highest proportion of them prefer to stay in Group I hotels. Here the phenomenon 

of the highest growth in the fourth group of hotels which do not offer even the 

minimum standards. and the lowest growth in the Group I hotels will force the 

tourists to stay in the available rooms of Group IV hotels. An unhappy experience 

in their sojourn, especially of the foreign tourists win reflect adversely in the 

future tourist arrivals. Hence it is highly important that hotels of the standard 

expected by the tourists, in adequate number are provided at various centres where 

they are scanty. 

iv) The centre-wise growth of the hotel industry in Kerala reveals that Kochi is 

the only centre where there was growth in all the four groups of hotels and in 

terms of all the three variables viz, number of hotels, room capacity and bed 

capacity. There were no Group I hotels in seven out of the eleven tourist centres 

of Kerala , viz, Thekkadi, Kollam, Alapuzha, Kottayam, Thrissur, Guruvayoor and 

Kozhikode Among the four centres which had Group I hotels, there was no 
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growth in an)' of the three \latiab\es at the two centres, \1\1., 1'hiT\wanantha-puram 

and Palakkad and there was growth only in the room and the bed capacity at one 

centre viz. Kovalam There was increase in the Group IV hotels at all the centres 

except Kollam and Kottayam. In Kovalam a decline was found from 1991 

onwards 

v) The estimated room requirements show that there was shortage of Group I 

hotels in all the eleven centres of tourism. Shortage of rooms in all the four 

groups was found at Thiruvananthapuram, Kovalam, Kochi and Thekkadi during 

all the four years under study. 

vi). The identification of the significant centres by comparing the room 

capacity of the centres with the mean-centre size at two points of time shows that, 

only Kochi remained a significant centre in respect of all the four groups of hotels 

at both the points of time, viz, 1985 and 1994. Similarly Kovalam and 

Thiruvananthapuram were significant centres respectively for Group I and Group 

II hotels in 1985 and 1994 Kozhikode became a significant centre only in 1994, 

for all the groups except Group I. Guruvayoor retained its position as the 

significant centre of Group IV hotels in both 1985 and 1994. 

vii) I n order to attract the increasing number of high-spending foreign tourists 

to the various tourist centres of Kerala and to ensure their prolonged stay in each 

centre. adequate growth in Group I hotels should take place in all the centres. The 

present practice of visiting a centre during the day time and returning to the centre 

of night-halt. causes much inconvenience to the tourists. In order to enjoy the 

beauty of each tourist centre, it is necessary that provision is made for their 

comfortable stay at each centre 
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viii) It is seen that Kochi is the only centre in which spatial concentration took 

place in all the four groups of hotels. Spatial concentration implies that a location 

enjoying a relatively significant position with respect to some magnitude at the 

commencement of a given period of time, retains its relative significance at the end 

of the period. Spatial concentration took place at Kovalam in respect of Group I 

hotels, at Guruvayoor and Kozhikode in respect of Group IV hotels and at 

Thiruvananthapuram in all the four groups of hotels except Group 11. Hence it is 

evident that Kochi is the only centre capable of providing accommodation to 

tourists belonging to various walks of life and income groups. Other centres can 

also attract and retain the tourists provided they are equipped with sufficient hotel 

rooms of different categories. The tourists may otherwise shirk the idea of visiting 

other centres for want of suitable hotel accommodation there. 

ix). There was no spatial dispersion in the first group of hotels in any of the 

centres. Since Thiruvananthapuram, Kollam and Thrissur ceased to be significant 

centres in 1994 as against 1985 in respect of Group 11 hotels, there was spatial 

dispersion at these centres. Similarly Kottayam and Thrissur which were 

significant centres in 1985 in respect of Group III hotels, ceased to be so in 1994 

indicating spatial dispersion in that group. Moreover, spatial dispersion is 

indicated at Kozhikode also in respect of Group III hotels as it became a 

significant centre in 1994 as against 1985. In the fourth group, spatial dispersion 

took place at Palakkad which was a significant centre in that group in 1985 but 

ceased to be so in 1994. 

x) The degree of concentration of the hotel industry over the period 1985-

1994 as measured by using Herfindal Index showed that the degree of variation in 

concentration of RI type of rooms in a particular centre/a few centres was not 

steady but subject to oscillations. However an increasing trend after 1988 
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indicates Increase in concentration which means the rooms of the first group of 

hotels do not show spread in all the centres but the growth is only in the existing 

centre/centres. The ideal situation for the uninterrupted growth of tourism is a 

spread of different types of hotels at different centres and not the concentration in 

a few centres. 

xi). The degree of uncertainty of a centre in attracting and retaining the 

customers was measured by using the Entropy Index. A decline in the Entropy 

Index and an increase in concentration resulting in a decrease in competition are 

found in the RI type and ~ type of rooms. The customers are forced to stay at 

places where rooms are available regardless of their choice of the centre. For 

attracting the high spending tourists competition should increase in RI type of 

rooms. Hence hotels belonging to three star and higher categories have to be 

started at various centres. The reluctance of the entrepreneurs to invest in hotels 

has to be overcome. 

xii). The Key Growth Indicators, viz. Sales, P.A.T., P.B.D.I.T, and Net Value 

added increased tremendously during the period 1990-91 to 1993-94 that hotels 

bagged the fourth, fourth, sixth and sixth ranks respectively in 1993-94. Among 

the sixty one industries as against their respective ranks of 57, 52, 56 and 54 in 

1990- '91 . There was considerable improvement in the ranks in respect of the 

Total Assets, Capital Employed and Gross Fixed Assets. 

xiii) The comparative rank of hotels in respect of the Key Industry Ratios also 

changed favourably and hotels remained one of the best four industries out of the 

sixty-one industries studied especially in PBDIT/Sales, PBDIT/Total Assets, 

Return on Net Worth and PAT/Sales. 
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xiv). The bright prospects of the industry are sufficiently indicated by the 

favourable trends in the Asset Utilisation Ratios, Profitability Ratios and Structure 

of Assets and Liabilities. The hotel industry in India has registered significant 

growth and become one of the most prominent industries in all these respects. But 

the set back in the industry during 1990-91 is indicative of the sensitiveness of the 

industry to external factors such as terrorism, communal riots, political instability 

and epidemics. In such situations it is highly needed that measures to safeguard 

the industry are taken by the government. 

xv). The financial performances of both the private and public sector hotels in 

Kerala also show an overall growth. The operating expenses of K.T.D.C. hotels 

are more and hence the mounting of loss year after year is seen. It is essential that 

adequate cost control methods are used to reduce the operating cost of K.T.D.C 

hotels 

xvi). Replacement and renewals in fixed assets take place in shorter periods in 

private hotels when compared to K.T.D.C. Hence they are found neat and well

maintained than K.T.D.C. hotels. The management of K.T.D.e. hotels should pay 

attention to the fact that the hotel properties are maintained to the satisfaction of 

the customers. 

xvii). The profitability ratios of the hotels in Kerala already show an increasing 

tendency. The promotion of the state as an "all season destination" will help to 

solve the seasonality problem of the hotel industry. Then the investors can 

confidently invest huge amount in the hotel sector which alone can solve the most 

serious problem of the tourism industry, viz. lack of appropriate hotel 

accommodation at various tourism centres. 
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xviii) Professionalism and training are essential for the hotel jobs. The 

acceptance of hotel jobs by the youth is evident from the growing number of 

trainees under various posts. The trainees constitute a considerable proportion of 

the employees of a hotel Hotel education and training is imparted to a growing 

number of young candidates, taking into account, the requirements of the hotel 

industry for trained manpower. They are placed in various posts in many hotels 

for practical training. This enables the hoteliers to exploit maximum job from the 

trainees, who are professionally qualified, at less pay .. 

xix) An increasing representation of female employees in the hotel industry is 

evidenced. It increased from 9.98 per cent in 1989-'90 to 12.09 per cent in 

1993-'94. The growth of the indices of the female employees was the maximum in 

trainees. The highest proportion of the female employees was in house keepers 

followed by receptionists. 

xx). On category-wise analysis of the respondent hotel employees, it was 

understood that all the managerial and supervisory staff of the five star hotels are 

professionally qualified. In the remaining categories of the classified hotels, the 

proportion of professionally qualified managerial and supervising staff reduced 

according to the decrease in the star symbol. However, these proportions are 

found higher in the non-star hotels. This is because some of these non-star hotels 

are newly constructed ones and they maintain better standards but remain 

unclassified due to the procedural delay on the part of the authorities concerned. 

xxi). The indices of professionally qualified personnel grew comparatively slowly 

in the five star hotels in different categories of employees because they run the 

establishment with the required staff strength from the initial years itself. The 

employees are well qualified and experienced and well paid too. There are trainees 
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to assist the experts in each section so that the average number of staff in each 

section is more in the five star hotels than others. 

xxii). The three star hotels in Kerala are in direct competition with the five star 

hotels, in the absence of the four star hotels. So they try to maintain the maximum 

quality in services and facilities to the guests. They keep on recruiting qualified 

and trained hands to various posts every year. 

xxiii). The analysis of the socio-economic profile of· the hotel employees reveals 

that seventy-four per cent of the respondent employees were below 35 years of 

age. The managerial and supervisory posts in a hotel can be held in the young age 

of below 30 years which is not usually possible in other fields. 

xxiv). The general educational qualification of the majority of the employees of 

the hotel industry is SSLC /plus two. Most of them have pass in a diploma or 

certificate course or a degree in hotel management. They get a very good amount 

by way of salary. free food, free accommodation facility and tips every month. 

They are provided with good working conditions and it is the most suitable job for 

the people who like to meet people. Multi-lingual staff is a speciality of the hotel 

• industry. 

xxv). The profile of the tourists revealed that the majority of them are visiting 

Kerala for the first time and that too out of their own curiosity. Again most of 

them especially the foreign tourists are travelling alone on independent tours. 

From these facts it can be inferred that Kerala has not been adequately marketed 

as a tourist destination and package tour to Kerala has not been sufficiently 

popularised. The international tour operators and local agents are reluctant to 

bring tourists to Kerala on package tour mainly due to the paucity of appropriate 

hotel accommodation facilities in Kerala , it is learned. 
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xxvi). The majority of the tourists are attracted to Kerala by her scenic and 

natural beauty and they prefer to stay for 10 to 30 days here. Since each tourist 

centre in Kerala has varieties to otTer it is possible to reap the benefit of 

maximum foreign exchange earnings through the prolonged stay of the foreign 

tourists with family and friends, at each centre. 

xxvii). A good majority of the foreign tourists prefer to stay in the three star and 

higher categories of hotels and the domestic tourists in two star and lower 

categories. Both the foreign and domestic tourists were of the opinion that they 

were not getting prompt services from hotels. 

xxviii). Tourist guidance facilities, tourist information centres, transport facilities 

and various facilities in a hotel remain much below the average satisfaction of the 

tourists. 

xxix). Considering the demand and supply of the various hotel facilities it is 

understood that all the facilities demanded by a good majority of the tourists are 

not available even in the top category of hotels. 

xxx). The survey of the hotel establishments reveals that most of the hotels were 

established in the post 1980 periods especially after 1986. 

xxxi). Kochi is the only centre where hotels have been established during all the 

quinquinniums since 1960 and it is the only centre which has hotels in all the 

categories Still there is a shortage of rooms in all the groups of hotels in Kochi. 

It is also a centre which has hotels with 90-100 percentage of occupancy with 

guests who stay for more than 5 days. 

xxxii) The seasonality pattern of the hotel industry in Kerala is such that 45 per 

cent of the business months are peak, 36. 17 per cent moderate and 18.33 per cent 
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lean. For the majority of the hotels, November to May is the peak season and June 

- July the lean season. Kovalam has the highest proportion of peak months to total 

business months. The seasonality pattern of the foreign and domestic tourists is 

almost the same with the difference that among the favourable months May is 

included by the domestic tourists instead of February by the foreign tourists. 

Similarly June is the most unfavourable month for the foreign tourists when 

August is for the domestic tourists. 

xxxiii). The analysis of the financial assistance provided by the major financial 

institutions to the hotel industry in Kerala reveals that Kerala is far behind many 

other states in respect of I.F Cl's assistance to hotel projects. Again it can be 

learnt that the entrepreneurs in Kerala are not awake to make use of the financial 

assistance by the T. F. C. I to hotel projects. More over the proportion of hotels in 

the total number of units assisted by K. F. C. during 1983- '93 remained between 

two and four per cent. 

xxxiv). The multiplicity of products, the perishable nature of the products, the 

shortage of skilled personnel, the short duration of the cycle of operation, the 

inadequate marketing, the non-popularisation of package tour to Kerala, the 

sensitivity of the industry to external factors and the excessive tax burden are some 

of the major problems faced by the hotel industry in Kerala. All these problems of 

the hotel industry are associated with the special nature of the industry. For the 

desired growth of the industry to promote tourism, it is essential that the 

government should extend a helping hand. Association with international hotel 
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chains and organisations will help in the aggressive marketing of tourism with 

technological thrust and forcefulness. 

Suggestions 

Based on the findings summarised above, the following recommendations 

are made to improve the present situation of the hotel industry in Kerala : 

I. Joint venture agreements are to be made with the world's well known 

international hotel chains to start big hotel projects here so that effective 

marketing of Kerala will be undertaken by them. 

ii. Different types of hotels should be made available at the various centres of 

tourism. 

Ill. While constructing new hotels some more hotels are to be located close to 

the air ports in Kerala. 

IV. Steps should be taken to avoid the delay experienced by tourists in getting 

prompt services from hotel employees. 

v. Steps should be taken to provide facilities like visa and other travel 

requirements, air line counter, sports, camel and horse races, boutique, 

special entertainments for children and self driven cars which are not available 

even in the five star hotels of Kerala. 

VI. The reluctance on the part of the entrepreneurs to invest in hotels should be 

removed by educating them about the need and ensuring them of the future 

prospects of the industry. The initiative for this should come from the 

government itself. 
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vii. Co-ordination and co-operation in the functioning of the various departments 

of the government will help in supporting the entrepreneur in the various 

steps he takes in the promotion and running of a good hotel. 

Vlll. The government that has a stake in tourism infrastructure should provide 

hotel sites at specially reduced rates to entrepreneurs. 

Xl. The government may declare certain areas suitable for development as tourist 

areas and fix prices for land to prevent speculation. Those areas have to be 

properly projected and publicised in the potential markets. The government 

can go into collaboration with promoters and developers to establish hotels 

on the basis of land offerings. Land can be taken on long term leases and 

construction of hotels can be done on the leased land. 

x. Subsidy on the loan for construction of hotels should be made available to the 

entrepreneurs irrespective of the political clout they have. 

Xl. Water and electricity should be made available at industrial rates. 

Xll. There is a crying need for fiscal incentives for investment in the hotel 

industry. In Sri Lanka, new hotels are totally exempted from tax for five 

years and for the next fifteen years, they are charged at half the normal rates 

applicable to other sectors. 

Xlll. Seventy to eighty per cent of the turnover of hotels is in foreign exchange. 

So the hotel industry should be treated on par with export oriented industries. 

The reduction of import duties on capital goods will have a positive impact 

on the capital cost of constructing new hotels and renovating existing hotels. 

This will encourage new hotels to come up and enthuse the existing ones to 

undertake major renovations resulting in improved services. 
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XIV. While trained and proficient manpower for hotels may be available, it may 

become necessary, for various reasons to specialists or senior executives of 

international experience from outside. Government approval required for the 

import of foreign experts, at least for such time as locals are trained and 

found suitable, should be granted without any delay 

xv Since construction of hotels arid infrastructure needs money and resources, 

their investment needs to be justified in economic terms. Seasonality of 

Indian tourism is a serious problem which will affect the profitability of the 

hotel industry. This can be solved by adopting the following corrective 

measures: 

• Promote off season tourism by offering attractive packages to domestic 

tourists. 

• Increase the convention business and earn sizeable expenditure of the delegates 

on hotel bills. 

• Encourage the hotel and tourism industry to sell accommodation in India for 

international conferences. Most of the conferences, business fairs and festivals 

held in India at present are in the metropolitan cities because the facilities 

needed for the delegates are available only here. But for the inadequacy of 

suitable accommodation facilities, Kerala is the best place in India, in all other 

respects, to hold such conferences. 

• With the policy of liberalisation and privatisation followed by the assurance 

from the government to create an industrial climate conductive to smooth 

functioning, the increased investment by the NRIs in the industrial sector 

including the hotel industry, gives us the hope that Kerala will be turned as a 
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"business destination". This will solve the seasonality problem of the hotel 

industry to some extent. 

• Tourism helps in promoting national and international understanding and to 

create friendship among individuals. Affinity towards travel and tourism can be 

created in the children by introducing compulsory tour programmes in the 

curriculum. Concessions can be given to such children for their stay and 

sojourn which will, in turn, help the hoteliers to solve the problems due to low 

occupancy percentage in the off season. Moreover, the tourism awareness, 

thus created will definitely help the future generation to behave decently 

towards the guests. 

XVI. Since the present study has been undertaken with some specific objectives, it 

has not examined all the aspects relating to the hotel industry in Kerala. The 

hotel industry in Kerala requires a study in depth on many more aspects. 

The following are some of the areas suggested for future research: 

• Study on the tariff structure of the hotel industry in Kerala. 

• Comparative advantages of various sizes of the hotel industry and various 

ownership patterns. 

• Break-even analysis of the hotel industry. 

• Foreign exchange earnings of the hotel industry. 

• Contribution of hotels to the exchequer. 

Inadequacies of information and poor data base have been severely felt in

the course of the study. Improvement in these respects will encourage future 

researchers to cross the limits and contribute more towards the sector. 
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