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VETNAN The mystique of Vietnam—with
itssich history and miles of pristine.
beachfront—has caught the atention of
lobal hotel companies of e, many
of which are anxious to accommodste
the record number of visiors o this
burgeoning destination. Long relegated
1o the backpacker se, today the counry
is bocoming a top draw for affuent
adventure tavelers. Tourism arrivals
are increasing every year as the country
expects to welcome as many as 20,9
million tourists this year (3.9 millicn
of them foreign). By 2010, Vietnam is
targeting 6 millon internatonl visitors.
‘While hotelsupply is growing steadily.
demand sill outsrips supply. As a result,
hotels in the two major cities, Hanoi and
Ho Chi Minh City (formerly Suigon). are
experiencing record RevPAR. And in
adition o thecites, resortdevelopment
is considered the next grat frontier
“Vietnam i coming of age. The cconomy
is growing around 8%, second to China.
So ot only does Vietnam look good, it
is performing well”explains Kari D,
John, CEO of TCK Group, a Vietnam-
based el consultancy. “The raveling
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public s looking for a new destinaton.
Bali has been racked by bombs; Phuet
has seen instability. India has been slow
10 develop. I has been just over 10 years
since the country opened up, and there
bas been suffcient ‘observation time” o
‘make sure that the Vietnamese
‘govemment is serious about change.”

Opportunites
s John says, it has been 10 years
since the country opened up to foreign
investment,and six years since the
United States lftd is trae embargo. As
such, the government has made sigaifi-
cant srides to make it casier for foreign
companies to operate freely. incluing.
recently changing a law to allow for a
100% non-Vietnamese company to estab-
Jish iself hero—swithout the need fora
localjoint-venture partoet Infrastructure
s improving as well with the government
prepared 1o inject some USSLS billion
into tourism infrastructure by 2010,
‘Withthe positive momentum, Western
hotel companies have been fucling a
boom in upscale hotels. Accor, which
has been a pioncer in the market, open-

ing he Sofite] Metropole Hanoi in 1992,
s planning to dd four acklitonal botels
01t mine already operaing there by
2005, Globl Hyatt Corp. opeaed it st
hotelin Ho Chi Minh City last year, and
InterContinental Hotels Group isdevel-
oping a hotel in Hanoi. Starwood Hotels
& Resorts catered the macket in 2003 and
o operates two Sheraton botels, s docs
Marriott Intermational. while Hillon
Hotels Corp. has one Vietnam hatel. Fur-
ther,with Vithan's peoming accession nto
the Werld Trade Organizasion this yeas, our-
s prospects—and foreign inestmers—are
oy expected o increase. Recently compa-
i from Jaan, Scuth Korea the Uriied
Stotes and the UK e scwght cpportunities
there it new iestmers funcs. I oc,
scccading tothe Miaistry o Phsning d
Ivesment,of the US$5.2 billion i foreign
investments i Vietam overthe st e
mot, tourism and rebted serices hase
accourted for USS2.3 billoa.

“There have been 3 number of major
improvemens in tourism infrastucture,
including roads and airports, and we are
Dow sceing a second phase of develop-
ment whereby new tourism destinations
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are emerging. such as Pha Quoc
Island, where we just opened
2 Grand Mercure hotel.” says
Michael ssenberg, managing
director, Accor Asia Paci
“Msjor cities are sceing new
botels being developed largely
o cater to business tavel but
equally there are many resors
developaments commencing in
majortouris destnations. This
s driven by the vast increase in
tourism i general and, more
specifically. MICE business
from around the workd®
i Senses” Mansging Director
‘Bembard Bohenberger ako sees the resort
Sector s abig growth opportuniy. The.
luury boutique resort operator first
entered the market in 1996 and has four
hotels nonw open. including the just-
opened Evason Dalat, and an Exason
Hideaway at Con Daoin the works
“have seen a growing demand for

swhich owns the Sofiel Dalat Palace,
Novotel Ocean Dunes Resort in Phan
Thiet and a number of cther golf esorts
inthe country. “There's no temorism here,
and thee s o sol for it 1 o, cther
Eric Simard, managing director of
Victoria Hotels & Resorts, a 10-year.
old Vietnamese resortbrand, concurs:
“Vietnant's top advantage in comparison
with other couniries in Southeast Asia
issscurity especially when terrorism is
spreading workdwide.”

Challenges

‘While the opportunites abound, &
sith any emerging destinaton, 50 do
the challenges. From a lack o adequate.
ailf o continuing burcaucratic hurdles
10 move deals forward, setting up shop in
‘Victnam takes patience and strong local
‘guidance. And while operators may have
lofty ambitions for major hote projects.
10 date 1o one has really stepped vp
t0the plote s a msjor investor. Rather,
the scarch for proper financing 1 get
projects realized is still 2 major chstacke
says Robert Hecker, managing director
Horwath Asia Pacific, who has been
working on a growing number of hotel
desl in Vietaam of late. “Our market
sudies show demand is there, bot the
product is not especially i the resort
‘market. Most of our projects are resorts,

fnancing and land ssues,” Hecker says
Hiecker does say that the ide has wrned
forthe beter, however,in the last three
years s now the majority of developers
are domestic—rather than forcign
“carpetbagger” types. “They are much
more solid and have real connections

on the ground. but there is nct epough
capitalyet. especially at the -star level,
All the major chains wani 1o b there, bot
they are not driving the development "
‘What he believes s necded is one big
international hoel brand toinvest in the
market. “Once you get some new.genera-
tion resorts thatstart o perform well.
think we will e more jumping in—and
then the banks. Everyone willjus get
more comfortable. Someone just needs o
do.one big project”

‘One of tho biggest movers, Hecker
says. s VinaCapital Group, which has
becn able o mobilize U.S.-based capital
1o become the majority shareholder in the
Sofitel Metropole and more recently a
70% iterest in Hilton Hanoi Opera Hoel,
The group's fund now is extending i
development n sccondary markets such
s Danang, Hecker adds. Another fim of
note is Indochina Land, which has
developed The Num Hai, a mixed-use
resortand villa complex in Hoi An
‘managed by Singapore-based General
Hotel Management (GHM). Its locale on
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e length of stay was just one to
e says. “We
have been amazed by the success of
the Evason Hideaway at Ana Mandara,
which opened two yers ago within
a private bay caly reachable by bost
‘We are achieving an average room rate
f USH00, which is double what we
experienced with Evason Ana Mandara,
which opened in 1996, It is now clear
that it is a5 viable 10 open  high-end
resort i pristine locations n Vietnam as

‘Bohenber

it 1510 do 50 in markets such as Phuket
In adliion to govemmental support
for tourism, securiy has been toured as
another strong fector driving Vietoam
tourism. “Aon, the world's second largest
insurance compeny, called out Vietnam
v one of the six safest destinations for

avel i the world:"says Barry Iracl,
CEO, Danao International Holdings,

Done have yet proceeded becanse of

= The total number of hotel
Foome graw by 72% betwoen 2000
and 200510 95,700.
= Total touriam revenues for
2008 aro noaty USS2.3 blln, &
20% incraasa ovr last yer.
= *In Hanol, average room
Fate for the rst 10 monthe of 2006
18 US$86, p 23.1% over the sama
poriodlast yoar. AovPAR s USS63, up
21.3% over lastyoar:

in Ho Chi Minh City,
‘average room rate fs USG9, up
197%. RovPAR s USS62, a 195%

ncroase overast yoar.
Soureromesocmant o e

notable areas of opportuniy, sccording
1o John Loing, general mansger of Nam
Hai. Laing adds tha brand recogition of
‘GHM s alo a growing benefit in
country with very few international

brands as compared to its competiive
set—namely Bali, Thailand and Malaysia
et once the dévelopment i complet.
the challenges shift o operations and
finding a qualfied workforce. “Finding
th right people and keeping them is
a challenge here. “As a result of being
shtaway, the Vietnamese are only naw
learning about the importance of human
resources management.” Joh says. Lsrael
agress. saying. “Because Vietnam has
been solated for 5o long, the taf we
hire doesnt necer
sense of the expectations of nternational
uests” Not surprisingly, then, opersers
here are focused heavily on training
programs, including English lessons. ¢

ity have an innate
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