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ANALYSIS

started on July 12th 2006

and lasted for over a
maonth, resulted in far more than
just material infrastructure dam-
ages.
The 2006 summer Season was
estimated to generate around
US% 4 billion in the hospitality and
leisure industry. Professionals in
the industry were echaing that
this summer would beat previous
recards of 2004,
Whether in hotel room occupan-
cy, or restaurant and resorts,
activity was expected to increase
by a double digit figure in com-
parison to 2oo4. The monetary
and economic stability, despite
the assassination of former prime
minister Rafic Hariri boosted con-
fidence in the country. It regained
a certain stability with regards to
security, and the initiation of the
national dialogue between the
political leaders, motivated ana-
lysts to improve the country profile.

The hospitality industry
The immediate impact of the war
has been disastrous: cancella-
tions of hotel bookings and outlets
faced with sudden inactivity.
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T he war on Lebanon, which
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The impaet of the war on the hotel;
tourism and leisure Industry by kaoim el Asmar

Some Belrut hotels and outlets
maintained a level of activity with
the asrival of international corre-
sponcents and reporters, while
others had to close for insuffi-
cient activity. Hotels located in
the northern part of the country
however were literarily assaulted
by the population fleeing from
Beirul and the southern part of
the country.

The Ponroe Group closed the
Monrae Hotel in Ain El Mreisseh,
and concentrated it's activity on
Markazia and Printania Hotels; Al
Habtoor hotels entered into a crisis
mana ement program freezing all
their activity in the country;
InterContinental Mzaar achieved
100%- occupancy three weeks
aheac of the peak summer period.
A few Beirut outlets relocated to
the mountains: Asia, Mayrig and
Taboc opened in Broumana, while
Elemet and Cactus opened in Mzaar
and Fagra.

Paradioxically, outlets located on
Goureaud Street in Gemayze,
maintained a good level of activity,
quickly becoming perks for
reporiers and Beirut inhabi-
tants whao had decided to remain
in the city.

What were the challenges
facing the F&B, leisure and
hospitality industries?
During the first days of the war,
population relocating north of
Beirut rushed to all supply stores,
gathering basic-need goods. An
increased rush on bakery prod-
ucts increased the pressure on
the outlets. Unoicially, some
owners commenfed that their
turnover for July was up by 20%
to 30% in comparison to the pre-
vious year, On several occasions,
the syndicate o° bakers and
millers made public announce-
ments stating that flour was
available, in an attzmpt to reduce
pressure on the oLtlets,

As the war waged on, outlets
were faced with the challenge of
managing the perishable items
on their menu. To this effect, the
Balthus and the Market restau-
rants in Beirut reviewed their
menus and maintained items that
had products with market avail-
ability or long preservation
capacity.

Paradoxically, the sudden freeze
of activity in the haspitality, food
and beverage and leisure indus-
try increased the pressure on

suppliers, especially with regards
to perishable goods. As a result
supermarkets and retail stores
were proposing promotions

on luxury and imported food
items.

Operators were also faced with
the challenges of gas and fuel
shortages, necessary for supgly
in raw materials and power
plants operation and deliver-
ies,

The InterContinental Mzaar
for instance operated under a
strict energy management pro-
gram, which they communicated
to their customers.

Anather major challenge for
operators during this period
was in human resources manage-
ment. Some hotels lodged
employees on premises. Other
operations entering into a crisis
management program and had to
initiate a staff recuperation amd
vacation program.

Another challenge was the relb-
cation of employees to other
countries in the region as well

as Europe, Canada, US

and Australia. It is expected
that this will have a lasting effext.

The post war perspective,
are there still ventures?
In the post 1701 UN resolution,
and the cessation of hostilities,
expert opinion is divided on the
economic outcome for the country.
Obwviously the economy and hos-
pitality industry will remain heav-
ily marked by the physical and
moral impacts of the war.
However, a rapid recuperation is
possible if there is a stable solu-
tion to the conflict.

The reconstruction efforts and
the extension of development aid
to the country may give Lebanon
a new economic boom.

In the hospitality industry, we may
observe a shift in the segment of
travelers, with an increasing num-
ber of diplomatic and corporate
segments as opposed to the pre-
vious leisure segmentations.
With regards to the F&B and
leisure activity it is expected that
a number of outlets will have to
seek new financing, new markets
ar else close. The lack of track
performance for some outlets
and operators will strengthen the
position of seasoned operators in
front of financiers.

The beach resorts and leisure
markets will be significantly
affected by the ecological down-
falls of the war. Heavy works for
the rehabilitation of the beaches
will be required and international
support is necessary and heawy
campaigning will be necessary to
adjust travelers' perception.
Finally, a recent announcement
by a large developer DAMAC, on
maintaining the course of their
projects and development sched-
ules in Lebanon, gives hope.
Such developers faith, and the
deposits made by Gulf states in
the Lebanese Central Bank, helps
reinforce the belief that the econ-
omy has a strong potential for
recuperation, provided the coun-

try stahilizes palitically.
What's next?

The Lebanese operators have
shown a strong resilience through-
out the civil war and this is now
an esiential guality to overcome
the current economic upheaval.
With ~he availability of franchise
conceplts, and the expatriation of
experenced human resources,
local Brands with a powerful iden-
tity cen seek regional expansion.
For the hotel market, a rapid
political stabilization could induce
a business boom since regional
investors have remained commit-
ted ta the country. The corporate
segment could hecome the main
businzss for most hotels as well
as Lebanese expatriates coming
an shart to mid stays.

In corclusion, since 1996, a lot of
effort has been invested into pro-
moting Lebanon as a tourism desti-
natior and by 2006 a Lebanese
tourism market was identified in
the Gulf and a market was devel-
oping in Europe. Now there is an
urgent need to create a powerful
promation campaign with the
suppoart of the Ministry of
Tourigm and professional associ-
ations, such as the Chamber of
Commerce and Industry, in order to
reboost Lebanon as a tourist des-
tination. g

Recovery plan unveiled

Tourism Minister Joe Sarkis unveiled a recovery
plan for the tourism industry, “We have issued a
program for the rEEmrE'rd‘,- and rehabilitation of
tourism in Lebanorn based, hopefully, on stability
in the security aspect. Direct and indirect losses
are estimated at one billion dollars.”

Under the recovery plan, tourism operators are
being asked to fill i 1 forms to give officials a mare
detailed assessment of the losses. Tax breaks
and discussions with financial institutions are
also being talked over "in order for the institu-
tions to remain working during this difficult peri- [BEEG—_—>.

od,” he said. T

As some hotels hawe begun laying off staff, the recovery plan also cal s
for a fund to help tourism operators pay workers® salaries. “We ame
afraid that if we do not succeed in paying their salaries, these worke s
will leave and go elsewhere in Arab countries where they will firnd
jobs," he said. The ministry is opening an account with the Lebanese
central bank to receive donations. "Lebanon by itself will not be able”
to cope, he said.

Sarkis added that the tourism ministry also plans to cooperate with
the environment ministry over recovery from a massive oil spill that
officials say has polluted about 150 kilometers (g3 miles) of the
Lebanese coast ard spread north into Syrian waters. "Fifty to sixly
percent of tourism activity is based on the sea,” he explained. The
spill occurred when Israel bombed a power plant south of Beirut.

The ministry alse wants to launch a campaign to lure back Arab
tourists, "It is not easy," Sarkis said. "We want to be sure before we
invite these people, that they will be safe in Lebanon.”

Impacts on operating budgets

Due to the war, opesators will have to review their budgets and forecasts fer
the fourth quarter as well as next year:

* The blockade on Lebanon has had an immediate impact on the avallability
of supplies on the market. It is expected that it will also have a long term
effect Distributars had to cancel their orders, resell or redirect their ship-
ments to other ports. This may cause a delay in the availability of products.
as well as put pressure on the distributors’ margins. There may be an
increase in prices, as distributors will have to transmit their increase in costs
to a lower volume ol activity. This will affect the cost of goods seld , as wel
as the overall cost of purchase

+ Regarding energy <osts, it can be expected that the increase of the price of
patrol will remain permanent, and thus impact energy costs and delivery
Costs

* Human resources <aption will be affected with recruitment costs, for prop-
erties requiring expztriate labor and training costs, given that a good num-
ber of skilled labors has migrated

* The financial costs caption will be adjusted as cperation may seek addi-
tional credit facilities

* Insurances premiums may increase to reflect the cascading costs
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