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Chapter 1 

Introduction 

1.1. Hotel Industry 

Each country has its own way of producing foreign currency in order to maintain the 
country's economy. Some countries manufacture vehicles, machinery, plants and export 
them while some countries export raw materials for production processes. The economy in 
a country like Maldives totally depends on the tourism industry. 

The hotel sector in a country plays a vital role when considering its tourism industry. 
Situation is more or less same in Sri Lanka as well. With the collapse of tourism industry in 
Sri Lanka due to security reasons during the last few decades, the hotel industry has faced 
very hard times. 

Sri Lankan economy constitute of three main sectors, Agriculture, Industry and Service 
sector. Tourism industry in Sri Lanka belongs to the Service sector. The service sector is 
the major contributor to the national GOP (Gross Domestic Product). with a contribution of 
60% of GOP while Industry contributes 28% and Agriculture contributes 12% [8]. 

In consideration of energy sector, and the total energy consumption of the country, 50% is 
consumed by the domestic and commercial consumers. The Industrial sector consumed 
23.15% and 26.34% in year 2004 and 2005 respectively, and balance by transportation in 
Sri Lanka [I]. 

From the total generated electricity, industrial sector consumes almost 36% while domestic 
sector consumes about 38.9% and commercial sector consumes 22.7% as described in Sri 
Lanka energy balance publication in year 2008 [2], published by Sri Lanka Sustainable 
Authority who is responsible for implementing of energy efficiency practices. 

1.2. Internal conflict and Global economic crisis 

Sir Arthur C Clarke has stated that "Though the Sri Lanka is a small Island, it is just like 
the universe, as it contains many variations of culture, scenery and climate. A country like 
Sri Lanka is very hard to find as it has a lot of variations in every sense, where other 
countries have only few of them when considering a single country". With the 
establishment of Ceylon Tourist Board in I 966, there was a weakening in tourism industry 
in Sri Lanka. The main attractive area of the Sri Lanka was the Southwestern coastal area . 
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Since 1976 to 1982 until the internal conflict came into the action, there was a 24% 
increase in tourism industry. 

Sri Lanka has experienced one of the longest internal conflicts in the world. though it has 
ended up recently. As an effect of this internal conflict, most of the foreigners were 
reluctant to visit Sri Lanka for the last decade . Some government made some restrictions 
to visit Sri Lanka labeling it as one of the most unsafe countries in the world stating the risk 
due to bomb blasts which took place around the country during the last few decades. 

As the terrorists targeted major economic points in Sri Lanka like, the Central Bank, the 
Airport and etc. the European countries have highly restricted their citizen traveling to Sri 
Lanka. Without foreign tourists the tourisms industry could not perform well. As a result, 
the entire hotel industry of the Sri Lanka was collapsed. 

With the terrorist attacks to Orugodawatte oil storage and Katunayake Airport, most of the 
shipping lines and air lines added more levis on each shipment, which resulted in an 
increase of cost of food and services within the country. 

With the terrorism and the war against terrorism, there was a negative perception on Sri 
Lanka among other nations. To keep the travels and tourism industry alive in Sri Lanka, the 
country has done quite a lot, according to the annual report of Aitken Spence Hotel 
Holdings for the last financial year [14]. 

The tourism industry of Sri Lanka has not yet strengthened up as expected with the end of 
thirty years dragged internal conflict. This is mainly due to the global economic crisis 
which has continued for the last few years. 
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Figure 1.1- World Tourism Arrivals for 2008 

There was a significant slowing in demand on tourism during year 2008 under the 
influence of an extremely volatile world economy. It is clearly shown by the 7% increase 
during the year 2007 and the 2% increment during year 2008 when considering the world 
travels and tourism industry [14]. 

The reason is clearly described by the above figure, as the main portion of the world 
tourism is Europeans [ 14]. As the European economy was badly affected by the global 
economy meltdown, it is obvious that the number of visitors could be lower compared to 
previous years where economic crisis was not there. 

According to thes World Bank South Asia region report, the global economic crisis has 
badly affected the South Asian region as the fuel price was almost doubled as the existing 
price. Countries in the region have reacted with the situation by several actions like 
adjusting domestic fuel price, reducing development expenses and tightening monetary 
policy [II]. 

As the price of petroleum has gone high, almost all sectors in all countries faced losses. 
With the effect of petroleum price increase, price of food has increased, price of energy has 
increased and many more. It could be clearly shown in the following figure [11]. 
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Figure 1.2- Terms of Trade loss in South Asia (Jan 2003- May 2008) 

The global economic downturn is a huge blow to tourism industry of all over the world. As 
most country's economies were unstable, willingness of traveling of people has been 
reduced. Even though the willingness is there the ability of spending money is much lesser, 
therefore the tourism industry is yet to be developed in the entire world. 

The web site of Asia Economic Institute stated regarding the tourism industry of Singapore 
that the global economic downturn lead to a decrease in Singapore's tourism industry by 
1.2.9% in January 2009 with compared to the total arrivals to the Singapore in January 2008. 

According to K. R. Pushparajan, hundreds of establishments in private sector relating to 
various fields have been closed down due to the global economic crisis. Not only the 
developing countries, but also developed countries felt the heat of global meltdown. The 
situation is same in Sri Lanka, and some of the highly affected industries are Tea, Rubber, 
Coconut. Garment. Gem and Jewelry and Tourism industry. Out of all, the tourism industry 
in Sri Lanka is operating at grave losses [ 12]. 

With comparison to the year 2007, there was a 11% decline of visitor arrivals in year 2008; 
this downturn is not merely arrivals but also in earning as well. Due to lower arrivals and 
decline in the foreign exchange receipts per tourist per day, the foreign exchange earnings 
were declined by 12.8% during the last financial year in Sri Lanka travels and tourism 
industry. This badly affected the country's economy as its position as sixth largest Foreign 
exchange earner to the nation [ 14]. 
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Figure 1.3- Sri Lanka Tourist Arrivals 

1.3. Trend to Greening Projects 

After signing Kyoto Protocol in 1997 almost all the countries in the world highly 
concentrated on reducing ways of environmental pollution. Sri Lanka signed the Kyoto 
Protocol in September 2002 and also joined with the rest of the world to protect the ozone 
layer and to reduce the pollution of environment due to human activities. There is a threat 
on melting of glaziers as well. To address this, various methods are being practiced by each 
country. Recently the Maldivian government held their cabinet meeting in the deep sea to 
indicate that still the world's concern on global warming is inadequate .. 

Not only country wise, at an individual level most of the companies has statied to practice 
several actions to minimize their contribution to global warming. Similarly the hotel 
industry worldwide provided their contribution to this. Several studies have been carried 
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out on energy performance related to hotel industry in recent past in countries like Tunisia. 

Singapore. Jordan. Greece and etc. 

Most of the studies were based on total energy consumption of the hotel and the energy use 
intensity of the hotel (EUI), energy performance study has been carried out in 16 quality 
hotels in Hong Kong in 1995 and performance was measured in EUI [4]. As mentioned in 
above paragraph, with the concern of greening image, greening concept is one of the main 
aspects of the energy study carried out in Greek hotels was to have surplus advantage for 
hoteliers in forthcoming European Union eco-labeling scheme in hotel sector. The study 
\\as based on three categories of hotels in Greece; Mount. City and Coastal L I 0]. 

Various organizations in Sri Lanka are handling several programs to promote the concept 
of Greening Sri Lanka. Responsible Tourism Partnership is handling "Greening Sri Lanka 
Hotels" program with the collaboration with Ministry of Tourism and Travel Foundation, 
UK. which targets only the hotel sector of the country. Another program is being handled 
by Sri Lanka Sustainable Energy Authority with the Consultancy of Gamini Senanayake 
Association. called "National Energy Efficiency Award" targeting five main sectors with 
three sub sectors. altogether fifteen sectors covering almost all the industries in public and 

private sector. 

With the publication of Sri Lanka Sustainable Authority for buildings energy efficiency 
codes, they have defined so many variable for energy saving practices. For examples, 
maximum allowable power for illumination systems, indoor design conditions for air 
conditioning systems, standard chilled water inlet and outlet temperatures [ 15]. 

Not only in national level, but also in global level there is some certification system to 
categorize the hotel industry. The one of the most famous certification system is Green 
Globe certification system. Green Globe evaluation system ensures that the hotels are 
practicing best energy efficiency methods and reduction of their wastage at the given 
values or below. Further more, Green Globe evaluation in one of the marketing tools for 

hospitality industry. 

1.4. Achievement in brief 

As described above there is a lot of concern on poor performance in Sri Lankan industries. 
In order to be competitive in the hospitality sector by making their "green image" globally 
and use it as one of the important marketing tools, most of the hospitality companies are 
practicing several methods to reduce carbon emission to the environment and at the same 

time to minimize their losses 

As environmental friendly projects some hotels started renewable energy source projects 
like, Gasifier projects in Heritance Tea Factory, Heritance Kandalama and Sigirya Hotel. 
Almost all the hotels are continuing to replace inefficient machinery and plants with 
efficient machinery and plants, conventional incandescent lamps with compact fluorescent 

lamps and magnetic ballast with electronic ballast wherever possible. 

6 



! '1 i\ study has two aspects, direct and indirect. Direct aspect is the reduction of operational 
,, hl and the indirect aspect is the reduction of energy consumption, but this is not by way 
\lt replacing any machine with an efficient machine but by just practicing a better way of 
allocating rooms and thereby save energy as much as possible. 

l-leritance Ahungalla, is one ofthe five star grade prime properties of Aitken Spence group 
and which is the first ever five star hotels on beach side. This study has been carried out as 
a case study in Heritance Ahungalla. 
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