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ABSTRACT
This research identifies the factors affecting the decision to invest in new hotel property development in Saudi 
Arabia. To explore how the decision to invest in a new hotel property development is taken, this paper presents 
and discusses the findings of a research of 22 real estate development companies in Saudi Arabia, who are already 
developed hotels or planning to develop new hotels in the future. This study revealed that the choice of developing a 
new hotel is not random but there are many criteria behind the decision to invest in the Saudi hospitality industry. 
The findings of this research revealed that there are 32 factors considered in the decision to invest in new hotel. 
These factors can be grouped into 4 categories-financial, business, social and governmental.
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INTRODUCTION 

Hotel development in general is part of real estate development and 
characterized by the involvement of many participants of diversified 
background who need to be managed and synchronized perfectly to 
achieve the development goals. Hotels are dynamic, sensitive to the 
economic conditions, and always be an integral part of any plans to 
improve the country economy and attract foreign visitors and tourists. 
If developed, built and operated within appropriate design, budget 
and efficient operation, hotels are income-producing assets over long 
timespan and would yield above average returns.

Vision 2030 of Saudi Arabia has created a highly favorable environment 
for new hotel development. The vision has considered tourism and its 
related activities and attractions an important contributor to the gross 
Saudi’s Gross Domestic Product (GDP). It’s planned that tourism will 
contribute 10% of the Saudi’s GDPA by 2030, with expected 70 million 
tourists from outside the country by that time (Saudi Vision, 2030) [1]. 
Moreover, Saudi Arabia is planning and working to be among the best 
5 tourist destination by 2030. In this environment, there is a boom in 
new hotel development [2]. According to the Saudi Arabia's hospitality 
landscape 2023, there are 315,000 hotel keys under construction and 
planning at an investment capital of US$37.8 billion [3]. 

Hotel development is a high capital investment [4]. For example, new 
build of full service or luxury hotel rooms can cost between United 
States $380,231 and 849,789 each [5]. Like any business, a real estate 
organization is presented continuously with many opportunities with 
unlimited uncertainties. This requires an efficient vehicle to analyses, 
priorities, align what comes in its way to decide what to work on and 

what to invest in and what to drop. For this reason, organizations 
invest heavily in developing strategies and plans. Strategies reflect 
an organization’s awareness of its markets, competitors, regulatory 
environment, economical forecasts, its future trajectory, and its 
present capacities and potentials. It integrates and translates the vision 
of corporate leaders and stakeholders with the plans for making that 
vision a reality over time [6].

Real estate in general including hotel property development have some 
unique characteristics as listed below-

•	 Multidisciplinary efforts of diversified experts

•	 Long term life-cycle processes

•	 Highly dependent on regulations, economy and environmental 
requirements

•	 High risk impeded in the project development

•	 Highly dependent on economic health

•	 Diversified stakeholders

•	 High volume of capital required

•	 Operate in highly competitive market

•	 Require high level of innovation in all the development phases

•	 Require intensive marketing and selling efforts to attract guests 
and customers

•	 Long terms of realizing Return on Investment (ROI)

•	 Negotiation skills

•	 Require extensive coordination, stakeholder management, 
finance and risk planning
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Arabia [16]. Real estate organizations have the in house knowledge 
and experience to manage and handle such complicated projects. 
They also have the financial capabilities to cover the expenses of such 
large investments incurred during the project life span. The life span 
of new hotel property development is counted in years and composes 
of several phases. The study has specified 5 real estate development 
phases.

•	 Concept and due diligence

•	 Planning and project management

•	 Design

•	 Construction

•	 Handover and operation

Hotels within this context require the developer to start the process of 
selecting the hotel brand and the operator of the hotel upon completing 
the construction phase. It requires also selecting the amenities brands. 
Selecting the brand and operator at early stage would minimize the 
operating conflicts and enhance the guests experience as expected 
from the selected brands during the operation phase.

The main source of data collection for this research is real estate 
development organization in Saudi Arabia. These organizations 
have the financial, in house know how, risk-taken and management 
capabilities to undertake such complex endeavors from concept to 
operation phases. Although individual may develop and operate small 
hotels, but this is un-branded and limited to 1-2 stars with limited 
services and amenities. This small sector is insignificant and beyond 
the scope of this research. The research objective is to identify the 
factors affecting the decision to start new hotel property development 
in Saudi Arabia.

Few research has been found dealing with hotel property development 
in the available published literature. Locally, the author didn’t find any 
previous research dealing with hotel property development in Saudi 
Arabia. According to Newell et al., studied the level of hotel research 
which has been limited and largely US-based [17].

Internationally, Newell et al., has investigators researched the factors 
influencing hotel investment decision making in Australia [17]. He 
studied 30 factors influencing hotel investment decision-making in 
Australia. The factors 30 were grouped into 5 categories-1) Location; 
2) Economic; 3) Financial; 4) Diversification and 5) Relationship.

Abebe et al., has investigated the factors affecting hotel investment 
in Ethiopia and found 5 factors that affecting the decision to invest 
in hotels in Ethiopia [18]. The factors are socio-cultural, location, 
infrastructure, economy, government policy

Sungkhamanee et al., has studied the factors affecting decisions on 
investment patterns for accommodation business in Thailand and 
found 12 factors [19]. The factors are-

•	 The relationship with the network in the business

•	 Experience in the business

•	 Size of business

•	 The potential and size of the market

•	 The potential of personnel

•	 Government investment policy

•	 Infrastructure in the area

•	 Require high level of engineering, construction, financing and 
management

Full service and luxury hotels in Saudi Arabia, provide in addition 
to lodging, other services like food and beverage, health and fitness, 
business services, events service, etc. Each of these services requires 
strict compliance with certain hospitality rules and requirements to 
create an attractive hospitality environment [7]. Developing a successful 
property that provides these services and meets the required local and 
international classification standards is a real challenge [8].

The hotel development concept discussed in this research refers to 
hotel property development not hotel business development. There 
is clear distinction between the 2 concepts, where hotel business 
development applies to the full spectrum of hotel business, from 
strategic or day-to-day operations to expanding the organization’s 
market exposure [9]. In Saudi Arabia, hotel property development is 
usually built by a real estate organization or investors and managed 
and operated upon completion by specialized local and international 
hospitality companies (Mariotte, IHG, Hilton, etc.), under a variety of 
management agreements. This research is limited to the hotel property 
development in Saudi Arabia.

The decision to develop a new hotel is a complex process with many 
factors, selecting criteria and determinates [10]. The criteria involved 
in the decision to start developing a new hotel are often conflicting 
and when prioritizing one criterion usually leads to a situation in 
which other criteria are neglected [11]. This research is an attempt to 
identify and explore the factors and criteria considered when selecting 
to develop new hotels in Saudi Arabia.

Saudi hotel industry

Saudi Arabia has decided in the recent years to position the country 
as travel and tourism destination as part of its goal to diversify its 
economy [12]. Major part of the vision 2030 is to create, maintain 
an attractive environment that increases local as well as international 
tourists, business, investment and visitors [1]. 

The government has established the Tourism Development Fund 
(TDF) in 2020 of USD 4 billion capital to support the investment in 
tourism. The fund enables investments by providing financial support 
and giving several incentives and access to many services provided by 
Saudi Tourism Authority (STA). TDF provides investment loans own 
shares in some tourism projects and provide financial guarantees for 
the projects complying with National Tourism Strategy (NTS) [13].

Public Investment Fund (PIF) has started several Giga projects like 
Neom, Red Sea Development, Qiddiya, Amala, Diriyah Gate and many 
other mega projects across the country. These projects are planned 
to create unparalleled tourist attractions for local and international 
visitors and tourists that utilizing the many cultural background and 
the diversification of virgin geographic nature of Saudi Arabia.

The transformation of Saudi Arabia's hospitality market is being driven 
by such initiatives. These strategic endeavors are aimed at diversifying 
tourism offerings and attracting both leisure and business travelers 
to the country. As a result, the hospitality industry in Saudi Arabia 
market size is expected to reach USD 13.23 billion in 2024 and grow at 
a Compound Annual Growth Rate (CAGR) of 5.03% to reach USD 
16.91 billion by 2029 [14,15].	

Background

New hotel property development is considered part of real estate 
development in all its aspects. In fact, the new hotel property 
development is undertaken by real estate organizations in Saudi 
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were considered where these critical factors included gathering of data 
and identification of factors with relative importance [24].

Gathering data

The answer to the research question by the participants has identified 
32 factors which are considered in the decision to start new hotel 
property development. These factors are as shown in Table 1.

The frequency in Table 1, indicates the number of respondents 
mention a certain factor. If 18 respondents mention a certain factor, its 
frequency is 18, and so on. The research has found that the frequency 
in the above table has no relation to the relative importance of that 
factor.

Close analysis of respondents’ answers and based on the Saudi 
business environment and work culture, the 32 factors in Table 1, can 
be grouped in 4 groups (Table 2).

The frequencies of the factors have no relation to the relative 
importance of that factors in the decision-making process. For example, 
7 out of the 22 (32%) respondents considered the availability of tourist 
attraction activities and events is an important factor in the decision-
making process, however, it’s revealed by the questioner in stage 2 of 
the research that this factor is very influential. This shows the need 
for decision-making model in the hotel property development sector.

Identification of factors relative importance

After identifying the factors considered or affecting the decision to 
start new hotel property development in Saudi Arabia in the interview 
process, the 2nd stage of the research was to rank these factors according 
to the relative importance of each factor as seen by the participants of 
the research.

The factors which are identified 32 factors in the interview process 
were randomly listed in a 5 Likert scale in a form of questionnaire 
and sent back to the 22 participants to assess the relative importance 
of each factor. Likert scale was chosen as the main instrument in this 
questionnaire, as the simplest and most practical way to measure 
strength of opinion; a study shows that it is most commonly and 
successfully employed in Information Systems (IS) research [25].

For this research, weighed average was used to identify the relative 
importance of each of the 32 factors identified in stage 1 of the survey. 
The weighted averages were calculated for the Likert scales from very 
important score was equal to 1 to not important score which was 
equal to 5, so to enable the scores for each factor to be ascertained and 
ranked [26]. Table 3, shows the weighted average of the Likert scale.

Excel was used to calculate the weighted average and standard 
deviation for each factor in the scale. Then the factors are ranked 
according to weighted average. The results can be interpreted to show 
how influential (or not) each factor is.

All the participants who participated in stage 1 have returned the 
questionnaire due to the follow up email sent to the participants after 
5 days of sending the questionnaire.

Table 4, shows the importance level (weighted average) of the factors 
considered in the decision-making process of initiating new hotel 
property development in Saudi Arabia as rated by the 22 participants 
in this research. The factors in Table 4, are not ranked and shown 
randomly as presented to the respondents in the questionnaire sent 
to each of them. The following section will discuss the findings of the 
research after analyzing the questionnaire.

• Marketing in the area

• Financial risk

• Access and application of innovation

• Customer concentration

• Working processes

No research has been found that discuss the hotel properties 
development in Saudi Arabia. The available material about hotel 
industry [20] in the country are statistical data of hotels performance, 
metrics and future forecast. For example-Knight Frank LLP publishes 
periodically the Saudi Arabia's hospitality landscape report [21]. 
Nevertheless, this and other similar reports are extremely useful in the 
decision to start new hotel property development [22]. 

METHODOLOGY

Due to the lack of previous research about Saudi hotels sector as 
revealed in the literature review, and due to the unique characteristics 
of Saudi real estate development market. And the fact that what 
applies in a country can’t be generalized in other countries, 2nd stage 
survey was conducted 1st to identify and find out the factors which 
are considered in initiating new hotel developments in Saudi Arabia. 
The objective of the 2nd stage was to assess the relative importance of 
these factors in the decision-making process by the real estate investors. 
This research excludes the hotel operators, as they are usually don’t 
invest directly in developing new hotels in Saudi Arabia. Their role is 
to operate and manage the hotels after completing the development.

67 real estate developers have been contacted in the capital city Riyadh 
and Jeddah and asked if they developed or planning to develop new 
hotels. This process identified 29 real estate development companies, 
who are already developed hotels or planning to develop new hotels. 22 
developers agreed to participate in this research. Hence the population 
of this survey is 22 companies [23]. These companies are the most 
known real estate developers in Saudi Arabia, with total real estate 
assets of SAR 41 billion (US$ 10.9 billion). The geographic location 
of these organizations is Riyadh city. The real estate investment 
coverage of these organizations spread all over Saudi Arabia. The basis 
of selecting these 22 organizations was, they developed or planned to 
develop new hotel property projects.

RESULTS

The real estate business in Saudi Arabia covers a wide range of 
sectors, to name few residential, commercial, hospitality, logistics and 
warehouses, mixed use, etc. The real estate industry in Saudi Arabia 
is not officially segregated into sectors, so it’s not easy to determine 
the total numbers of real estate organizations working in hospitality 
development for example. For this reason, this research is limited to 
22 real-estate organizations investing among other sectors in hotel 
properties development or planning to develop new hotels in the 
future. 

One question was directed to the development director’s/vice 
presidents of investment of the selected 22 real estate development 
companies in a face-to-face (55 minutes) interview managed by the 
author between January and April 2024. The author didn’t interfere 
or directed the answers. However, the question asked was about the 
main factors considered in the decision to initiate a new hotel property 
development in their organization. Further, the critical factors used to 
determine whether to proceed with a new hotel property development 
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Factors Frequency

Availability of fund at low cost 22

Favorable ROI 18

Predictable annual income 5

Predictable market growth 13

Location characteristics 22

High demand on hotel services 22

Availability of affordable land 22

High Average Daily Rate (ADR), Daily Delegate Rate (DDR) and other 
hospitality measures

19

In line with the company vision and strategies 19

Existing in-house experience on hospitality developments 16

Risk reduction of the investment portfolio 15

Clear exit strategy 13

Lack of hotels in certain geographic areas 19

Existing relation with hotel operators 14

Expansion of the company business 22

Diversification of the company assets 21

Increase the assets portfolio of the company 18

Lack of alternate high return investment 18

Stability and high safety level in the country 22

Government support of tourism 22

Predictable government policies 9

Government support of the hospitality investors 21

Controlled inflation and stable currency 20

Promising future forecast of the country 8

Government support of business and foreign investment 21

Clear governmental requirements 13

Existence of advanced infrastructure and transportation 20

Contribution to the government socioeconomic plans 17

Creating jobs to locals 13

Availability of tourist attraction activities and events 7

Diversity of weather, culture and geography of Saudi Arabia 18

Availability of local well-trained operation personnel 11

Table 1: Factors considered in initiating new hotel property developments in Saudi Arabia.

Factors Frequency

Financial factors

Availability of fund at low cost 22

Favorable ROI 18

Predictable annual income 5

Predictable market growth 13

Business factors

Location characteristics 22

High demand on hotel services 22

Availability of affordable land 22

Current high ADR, DDR and other hospitality measures 19

In line with the company vision and strategies 19

Existing inhouse experience on hospitality developments 16

Risk reduction of the investment portfolio 15

Clear exit strategy 13

Lack of hotels in certain geographic areas 19

Table 2: Close analysis of respondents’ answers and based on the Saudi business environment and work culture, the 32 factors are grouped into 4 groups. 
Finance: 4 factors; Business: 14 factors; Government: 9 factors; Social: 5 factors.
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Existing relation with hotel operators 14

Expansion of the company business 22

Diversification of the company assets 21

Increase the assets portfolio of the company 18

Lack of alternate high return investment 18

Government factors

Stability and high safety level in the country 22

Government support of tourism 22

Predictable government policies 9

Government support of the hospitality investors 21

Controlled inflation and stable currency 20

Promising future forecast of the country 8

Government support of business and foreign investment 21

Clear governmental requirements 13

Existence of advanced infrastructure and transportation 20

Social factors

17

Creating jobs to locals 13

Availability of tourist attraction activities and events 7

Diversity of weather, culture and geography of Saudi Arabia 18

Availability of local well-trained operation personnel 11

Weighted average Scale Interpretation

1-1.79 Very important Very influential

1.8-2.59 Important Influential

2.60-3.39 Average important Average influence

3.4-4.19 Low important Low influence

4.2-5 Not important Uninfluential

Table 3: Weighted averages for 5-point Likert scale.

Factor Mean Standard deviation Importance level Group

Availability of fund at low 
cost

1.36 1 Very influential Financial

Availability of affordable land 1.41 1 Very influential Business

High demand on hotel 
services

1.45 1 Very influential Business

Stability and high safety level 
in the country

1 0 Very influential Government

Location characteristics 1.41 1.087 Very influential Business /Social

Government support of 
tourism

1.09 0.426 Very influential Government

Expansion of the company 
business

2.82 2.629 Average influence Business

Diversification of the 
company assets

2.95 2.646 Average influence Business

Government support of the 
hospitality investors

1.5 1.168 Very influential Government

Government support 
of business and foreign 

investment
2.05 1.732 Influential Government

Controlled inflation and 
stable currency

1.64 1.477 Very influential Government

Existence of advanced 
infrastructure and 

transportation
1.32 0.853 Very influential Government

Table 4: Importance level of the factors considered in initiating new hotel property developments in Saudi Arabia.

Contribution to the government socioeconomic plans
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In line with the company 
vision and strategies

1.77 1.314 Very influential Business

Lack of hotels in certain 
geographic areas

2.41 2.153 Influential Business

Current high ADR, DDR 
and other hospitality 

measures
1.73 1.314 Very influential Business

Increase the assets portfolio 
of the company

3.14 2.876 Average influence Business

Favorable ROI 1.23 0.674 Very influential Financial

Diversity of weather, culture 
and geography of Saudi 

Arabia
2.55 2.296 Influential Social

Lack of alternate high return 
investment

3.18 3.06 Average influence Business

Contribution to the 
government socioeconomic 

plans
2.09 1.859 Influential Social

Existing inhouse experience 
on hospitality developments

1.77 1.508 Very influential Business

Risk reduction of the 
investment portfolio

1.95 1.809 Influential Business

Existing Relation with hotel 
operators

2.36 2.153 Influential Business

Clear governmental 
requirements

1.82 1.348 Influential Government

Creating jobs to locals 2.23 2.067 Influential Social

Clear exit strategy 2.18 2.111 Influential Business

Predictable market growth 2.36 1.954 Influential Financial

Availability of local well-
trained operation personnel

3.55 3.233 Low influence Social

Predictable government 
policies

1.14 0.522 Very influential Government

Promising future forecast of 
the country

1.14 0.522 Very influential Government

Availability of tourist 
attraction activities and 

events
1.73 1.679 Very influential Social

Predictable annual income 1.86 1.679 Influential Financial

favorable investment environment to the investors in the hotel 
property development. One very influential factor that considered by 
the investors in the hotel industry is the inflation and local currency 
stability. This indicates the importance of the value of money invested 
in this sensitive industry [28]. 

Location characteristics is very influential factor in the decision-making 
process, as geographical nature plays an important role in attracting 
tourists and visitors to a certain location. This factor is shared by the 
business and social groups. Business side includes land price, access 
to the site, availability of a nearby utility connections, constructability, 
etc. Social side includes nearby attractions, cultural and natural 
landmarks, etc. 

The other social very influential factor is the availability of tourist 
attraction activities and events, which indicates the importance of 
traditional cultural activities and events in the tourism industry [29]. 
The country has witnessed in recent years many seasonal events like 
Riyadh, Jeddah, Asir and many other seasons across the country. 
These events attract millions of visitors and tourists locally and 
internationally. For example, 10 million people attend Riyadh season 
2023 events in the first 50 days [14,30].

DISCUSSION

It is worth noting that this research is about the early stages of the hotel 
property development. At that time the available information and 
data are very basic and general in nature. This survey has revealed 32 
factors considered at the early stage of new hotel property development 
in Saudi Arabia. There are 16 very influential factors that direct the 
decision to initiate the development of new hotel property (Table 5).

The “very influential factors” are not surprising; in fact, they are in 
line with the research done in Australia, Ethiopia and Thailand as 
discussed in this research. Financial and business factors at the early 
stages of the development process flag the importance of the market 
studies periodic reports published by the specialized entities in the 
country. These reports set the base of the main data source available to 
the real estate development organizations at that early stage.

Government related factors 7 factors indicate the importance of the 
government role in the success of the tourist and hospitality sectors. 
The Saudi government efforts to create and maintain a sustainable 
tourism destination that exploit the cultural and geographic diversity 
of the country couldn’t be unnoticed [27]. This would create a 
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There 11 factors that have been rated by the respondents as 
“Influential”. These factors are 2 financial, 4 business related, 2 
governmental, and 3 socials.

The financial 2 factors rated as influential are highly dependent on 
the previous experience in the hotel sector and published statistical 
data on local and international economy [31]. As at the early stage, 
there is no detailed feasibility study available in hand. The business 
case prepared at this stage depends on the experience and knowledge 
of the hospitality services operation, market dynamics and market 
structure [32]. This reflects the very influential factor “Existing in-
house experience on hospitality developments”. 

The business related 4 factors are expected and logically ranked in this 
second level of importance. For example, the developer will not be able 
to build a hotel in an area without existing infrastructure, even though 
there is a need for hotels in that area. 

Clear exit strategy is raised based on the current trend, that the real 
estate developer can obtain a concision for a period of 25-30 years 
to use the land for developing his investment properties, usually 
(commercial, retail and hospitality). This trend exists in the deals with 
government land and some private landlords. 

The government support of business and foreign investment factor 
is sought to increase the demand for hotel services by local and 
foreign businessmen. Clear government requirements are important 
for hospitality investment to overcome bureaucracy and minimize 
paperwork.

Social factors in this level of importance are expected to be considered 

in the decision-making process. There are many government initiatives 
to develop the society across the country with many incentives to the 
private sector. Among these incentives is Tamheer program for on-the-
job training for fresh graduates. Employment Subsidization Sector 
(ESS) by Hadaf program which support the salaries of the Saudi citizen 
employees and other different initiatives. These programs enable the 
investors to hire the local employees at low cost for long periods (5 
years) on some occasions. There are 4 factors rated by the respondents 
as “Average influence”. All the factors in this level are business related.

These factors are considered by the real estate organizations most of 
the time to comply with the company strategy. The wide span of real 
estate development sectors in Saudi Arabia makes investment in new 
hotel property development is not always the 1st choice. Branded hotels 
and hospitality projects are perceived by the real estate community as 
a complicated development. As a result, the rating of these 4 factors as 
“Average influence” reflects the nature of the real estate development 
sector. Other investment opportunity in residential, commercial, 
logistics and warehouses, mixed use, sectors always exist [33]. 

The “Availability of local well-trained operation personnel” was rated 
low influential. This rating is expected since the Saudi labor working 
in the sector is relatively low. In 2021, there were 386,400 total labors 
working in the sector, 78,330 (20.3%) of them are Saudi [34]. This 
phenomenon is rapidly changing as the government has launched 
several training programs for Saudi people in the hospitality sectors, 
these training programs with the implied incentives are very appealing 
to the Saudi youth. Saudi labor market is open and the business 
owners can easily recruit and hire the needed labor and professions 
from everywhere.

Factor Group

16 Very influential factors

Availability of fund at low cost Financial

Favorable ROI Financial

Availability of affordable land Business

High demand on hotel services Business

Location characteristics Business/Social

In line with the company vision and strategies Business

Current high ADR, DDR and other hospitality measures Business

Existing in-house experience on hospitality developments Business

Stability and high safety level in the country Government

Government support of tourism Government

Government support of the hospitality investors Government

Controlled inflation and stable currency Government

Existence of advanced infrastructure and transportation Government

Predictable government policies Government

Promising future forecast of the country Government

Availability of tourist attraction activities and events Social

11 Influential factors

Predictable market growth Financial

Predictable annual income Financial

Lack of hotels in certain geographic areas Business

Risk reduction of the investment portfolio Business

Existing relation with hotel operators Business

Clear exit strategy. Business

Government Support of business and foreign investment Government

Table 5: The 16 very influential factors that direct the decision to initiate the development of new hotel property.
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Clear governmental requirements Government

Diversity of weather, culture and geography of Saudi Arabia Social

Contribution to the government socioeconomic plans Social

Creating jobs to locals Social

4 Average influence factors

Expansion of the company business Business

Diversification of the company assets Business

Increase the assets portfolio of the company Business

Lack of alternate high return investment Business

CONCLUSION

This research has identified the factors that are considered in the 
decision-making process to initiate new hotel properties development 
in Saudi Arabia. The data collected through interview with the 
development director’s/vice presidents of investment of 22 real estate 
development companies who are already developed hotels or planning 
to develop new hotel properties. In the second stage of the research, 
the identified factors were ranked by the participants in a 5 Likert 
scale, through a questionnaire sent to each of them.

32 factors are considered in the decision-making process as identified 
by the research. These 32 factors can be grouped into 4 main categories-
Financial, Business, Government and Social. 16 factors have been 
identified as very influential. They are 2 financial factors, 6 business 
related factors, 7 government related factors and 1 social category 
factor. 

There are 11 factors identified as influential in decision-making 
process. They are 2 financial factors, 4 business related factors, 2 
government related factors and 3 social category factors. The research 
has identified 4 business related factors as average influence. 1 factor is 
low influential and belongs to social category. 

This research sets the basis for developing multi-criterial hotel 
properties development decision-making model for Saudi hospitality 
sector. It also contributes effectively to developing a framework for 
evaluation of hotel properties investment. In the era of Artificial 
Intelligence (AI), this research will be excellent contribution in 
developing a computerized system based on AI to automate decision-
making process and investment evaluation of hospitality investment.

CONFLICT OF INTERESTS

Author declares no conflict of interests. 

REFERENCES

1.	 Saudi Vision 2030.

2.	 Derycke C. Africa: The hotel development process. industry report, 
Horwath HTL. 2020.

3.	 Kusluvan S, Karamustafa K. Multinational hotel development in 
developing countries: An exploratory analysis of critical policy issues. 
Tour Hosp Res. 2001;3(3):179-197.  

4.	 Javid M, Hasanov FJ, Bollino CA, Galeotti M. Sectoral investment 
analysis for Saudi Arabia. Appl Econ. 2022;54(38):4486-4500.  

5.	 Major L. United States hotel development cost survey 2023. 
Hospitality Valuation Services Publications and Events. 2023.

6.	 Crawford JK. The enterprise PMO as strategy execution office. 
InPMI® global congress 2010. 

7.	 Argaam. Number of workers in accommodation and food services 
sector down 11% to 386,400 in Q1 2021: GASTAT. 2021.

8.	 Hotel classification criteria. Ministry of Tourism, Saudi Arabia. 2022.

9.	 Venter I, Cloete CE. A framework for successful hotel developments. 
S Afr J Econ Manag Sci. 2007;10(2):223-237. 

10.	 Tiainen P. Driving factors of tourism investment decisions and 
Lapland’s attractiveness in tourism investments. 

11.	 Popovic G, Stanujkic D, Karabasevic D. A framework for the 
evaluation of hotel property development projects. Int J Strateg Prop 
Manag. 2019;23(2):96-107.  

12.	  Nejc J, Jonathan M, Lethabo TR, Ciara G. Critical factors to attract 
hotel investment. World Travel and Tourism Council (WTTC). 2022.

13.	 Khan CM. Analyzing impact of Saudi tourism investment on 
employment and overall economy using structure equation modeling 
approach. Int Trans J Eng Manag Appl Sci Technol. 2022;13(3):1-9.  

14.	 Kernshi AS, Waheed R. COVID-19 and tourism sector: A perspective 
of Saudi Arabia. Int J Appl Agric Sci. 2021;8(9):58-62. 

15.	 UHT milk market size & share analysis-growth trends & forecasts 
(2024-2029). Mordor Intelligence. 2024. 

16.	 Fayadh H. Implementation model of project management office in 
real estate development. PM World J. 2020;9(4):1-21. 

17.	 Newell G, Seabrook R. Factors influencing hotel investment decision 
making. J Prop Invest Finance. 2006;24(4):279-294.  

18.	 Abebe AK, Bekele T, Yaekob A. Factors affecting hotel investment 
in Ethiopia: Evidence from South Gondar administrative zone, 
Ethiopia. 2021.  

19.	 Sungkhamanee K. Factors affecting decisions on investment patterns 
for financial problem solving in the accommodation business: 
The case of Nonthaburi and Pathum Thani. Afr J Hosp Tour Leis. 
2019;8(1):1-9.

20.	 Aleidan MM. Hotel industry regulations and cross-border franchising: 
The case of Saudi Arabia.  

21.	 Harmen DJ, Turab S, Daniel P, Talal R, Faisal D, Amar H, et al. Saudi 
arabia’s hospitality landscape. Knight Frank publications. Saudi Press 
Agency (SAP). 2023.

22.	 Krstic B, Kahirovic E, Stanisic T. Business process management 
in hotel industry: A proposed framework for operating processes. 
Ekonomika J Econ Theory. 2015;61(4):21-34.  

23.	 Dimitric M, Zikovic IT, Blecich AA. Profitability determinants of 
hotel companies in selected Mediterranean countries. J Econ Res. 
2019;32(1):1977-1993.  

24.	 Carlo C. Critical success factors in hotel companies: A managerial 
perspective. J Hosp Tour Manag. 2021;9(2):1-7.  

25.	 Ekiz EH, Oter Z. Tourism development in Saudi Arabia: Challenges 
and opportunities. International tourism development and the Gulf 
cooperation council states: Challenges and Opportunities. 2017:124-
139. 

26.	 Sullivan GM, Artino Jr AR. Analyzing and interpreting data from 

https://www.vision2030.gov.sa/media/rc0b5oy1/saudi_vision203.pdf
https://horwathhtl.com/publication/hotel-development-process-west-africa/
https://horwathhtl.com/publication/hotel-development-process-west-africa/
https://onlinelibrary.wiley.com/doi/abs/10.1002/jtr.293
https://onlinelibrary.wiley.com/doi/abs/10.1002/jtr.293
https://www.tandfonline.com/doi/full/10.1080/00036846.2022.2030856
https://www.tandfonline.com/doi/full/10.1080/00036846.2022.2030856
https://www.hvs.com/article/9704-hvs-us-hotel-development-cost-survey-2023
https://www.argaam.com/en/article/articledetail/id/1495572
https://www.argaam.com/en/article/articledetail/id/1495572
https://cdn.mt.gov.sa/mtportal/mt-fe-production/content/policies-regulations/documents/classification-criteria/hotels-classification-criteria-en-v01.pdf
https://journals.co.za/doi/abs/10.10520/EJC21810
https://www.theseus.fi/handle/10024/67373
https://www.theseus.fi/handle/10024/67373
https://journals.vilniustech.lt/index.php/IJSPM/article/view/7435
https://journals.vilniustech.lt/index.php/IJSPM/article/view/7435
https://wttc.org/Portals/0/Documents/Reports/2022/Critical-Factors-To-Attract-Hotel_Investment.pdf
https://wttc.org/Portals/0/Documents/Reports/2022/Critical-Factors-To-Attract-Hotel_Investment.pdf
https://www.researchgate.net/profile/Caroline-Khan/publication/360708349_Analyzing_Impact_of_Saudi_Tourism_Investment_on_Employment_and_Overall_Economy_Using_Structure_Equation_Modeling_Approach/links/62863fd66e41e5002d312ba6/Analyzing-Impact-of-Saudi-Tourism-Investment-on-Employment-and-Overall-Economy-Using-Structure-Equation-Modeling-Approach.pdf
https://www.researchgate.net/profile/Caroline-Khan/publication/360708349_Analyzing_Impact_of_Saudi_Tourism_Investment_on_Employment_and_Overall_Economy_Using_Structure_Equation_Modeling_Approach/links/62863fd66e41e5002d312ba6/Analyzing-Impact-of-Saudi-Tourism-Investment-on-Employment-and-Overall-Economy-Using-Structure-Equation-Modeling-Approach.pdf
https://www.researchgate.net/profile/Caroline-Khan/publication/360708349_Analyzing_Impact_of_Saudi_Tourism_Investment_on_Employment_and_Overall_Economy_Using_Structure_Equation_Modeling_Approach/links/62863fd66e41e5002d312ba6/Analyzing-Impact-of-Saudi-Tourism-Investment-on-Employment-and-Overall-Economy-Using-Structure-Equation-Modeling-Approach.pdf
https://science-gate.com/IJAAS/Articles/2021/2021-8-9/1021833ijaas202109008.pdf
https://science-gate.com/IJAAS/Articles/2021/2021-8-9/1021833ijaas202109008.pdf
https://www.mordorintelligence.com/industry-reports/global-uht-milk-market
https://www.mordorintelligence.com/industry-reports/global-uht-milk-market
https://pmworldlibrary.net/wp-content/uploads/2020/03/pmwj92-Apr2020-Fayadh-PMO-implementation-model-for-real-estate-development.pdf
https://pmworldlibrary.net/wp-content/uploads/2020/03/pmwj92-Apr2020-Fayadh-PMO-implementation-model-for-real-estate-development.pdf
https://www.emerald.com/insight/content/doi/10.1108/14635780610674499/full/html
https://www.emerald.com/insight/content/doi/10.1108/14635780610674499/full/html
https://iiste.org/Journals/index.php/JTHS/article/view/57115
https://iiste.org/Journals/index.php/JTHS/article/view/57115
https://iiste.org/Journals/index.php/JTHS/article/view/57115
https://www.ajhtl.com/uploads/7/1/6/3/7163688/article_14_vol_8_1__2019.pdf
https://www.ajhtl.com/uploads/7/1/6/3/7163688/article_14_vol_8_1__2019.pdf
https://www.ajhtl.com/uploads/7/1/6/3/7163688/article_14_vol_8_1__2019.pdf
https://www.semanticscholar.org/paper/Hotel-Industry-Regulations-and-Cross-Border-The-of-Aleidan/75204d12da8a2187df7136d545ffecc997a670a8?p2df
https://www.semanticscholar.org/paper/Hotel-Industry-Regulations-and-Cross-Border-The-of-Aleidan/75204d12da8a2187df7136d545ffecc997a670a8?p2df
https://content.knightfrank.com/research/2651/documents/en/saudi-hospitality-market-2023-10133.pdf
https://content.knightfrank.com/research/2651/documents/en/saudi-hospitality-market-2023-10133.pdf
https://scholar.google.com/scholar?hl=en&as_sdt=0%2C5&scioq=COVID-19+and+tourism+sector%3A+A+perspective+of+Saudi+Arabia&q=Business+Process+Management+in+Hotel+Industry%3A+A+Proposed+Framework+for+Operating+Processes&btnG=
https://scholar.google.com/scholar?hl=en&as_sdt=0%2C5&scioq=COVID-19+and+tourism+sector%3A+A+perspective+of+Saudi+Arabia&q=Business+Process+Management+in+Hotel+Industry%3A+A+Proposed+Framework+for+Operating+Processes&btnG=
https://hrcak.srce.hr/clanak/332847
https://hrcak.srce.hr/clanak/332847
https://web.archive.org/web/20220225042705id_/http:/jthmnet.com/journals/jthm/Vol_9_No_2_December_2021/1.pdf
https://web.archive.org/web/20220225042705id_/http:/jthmnet.com/journals/jthm/Vol_9_No_2_December_2021/1.pdf
https://www.researchgate.net/publication/346833848_Tourism_development_in_the_Kingdom_of_Saudi_Arabia_Determining_the_problems_and_resolving_the_challenges
https://www.researchgate.net/publication/346833848_Tourism_development_in_the_Kingdom_of_Saudi_Arabia_Determining_the_problems_and_resolving_the_challenges
https://meridian.allenpress.com/jgme/article/5/4/541/34037/Analyzing-and-Interpreting-Data-From-Likert-Type


9

Fayadh H OPEN ACCESS Freely available online

J Hotel Bus Manage, Vol.13 Iss.5 No:1000106

Likert-type scales. J Grad Med Educ. 2013;5(4):541-542.  

27.	 Al Doghan MA. Diversity performance of employees in hospitality 
and tourism sector: A case study of Saudi Arabia. Int J Oper Quant 
Manag. 2022;28(1):1-15. 

28.	 Azhar A, Duncan P, Edgar D. The implementation of Saudization 
in the hotel industry. J Hum Resour Hosp Tour. 2018;17(2):222-246.  

29.	 Pratiwi A, Muslikhati S. Implementation of Saudi Vision 2030 
towards Saudi Arabia’s internationally open tourism industry. 
Indones J Soc Sci. 2024;5(1):85-102.  

30.	 Ten million people attend Riyadh season 2023 events in first 50 days. 
Saudi Press Agency. 2023.

31.	 Alvarez-Ferrer A, Campa-Planas F, Gonzales-Bustos JP. Identification 
of the key factors for success in the hotel sector. Intangible Capital. 
2018;14(1):74-98.  

32.	 Market insights, mobility, travel and tourism: Hotels-Saudi Arabia. 
2023.

33.	 Viswanathan M, Sudman S, Johnson M. Maximum versus 
meaningful discrimination in scale response: Implications for validity 
of measurement of consumer perceptions about products. J Bus Res. 
2004;57(2):108-124.  

34.	 Abdou AH, Hassan TH, Salem AE, Elsaied MA, Elsaed AA. 
Determinants and consequences of green investment in the Saudi 
Arabian hotel industry. Sustainability. 2022;14(24):16905.  

https://meridian.allenpress.com/jgme/article/5/4/541/34037/Analyzing-and-Interpreting-Data-From-Likert-Type
https://submissions.ijoqm.org/index.php/ijoqm/article/view/18
https://submissions.ijoqm.org/index.php/ijoqm/article/view/18
https://www.tandfonline.com/doi/abs/10.1080/15332845.2017.1406271
https://www.tandfonline.com/doi/abs/10.1080/15332845.2017.1406271
https://www.spa.gov.sa/en/N2018476
https://upcommons.upc.edu/handle/2117/116353
https://upcommons.upc.edu/handle/2117/116353
https://www.statista.com/outlook/
https://www.sciencedirect.com/science/article/abs/pii/S014829630100296X
https://www.sciencedirect.com/science/article/abs/pii/S014829630100296X
https://www.sciencedirect.com/science/article/abs/pii/S014829630100296X
https://www.mdpi.com/2071-1050/14/24/16905
https://www.mdpi.com/2071-1050/14/24/16905

