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SPECIAL REPORT: GREEN ROI

By Ann Bagel Storck, managing editor   

When Fairmont Pittsburgh opened last 
March as part of Three PNC Plaza, a 
23-story mixed-use building that had been 
built from the ground up in the heart of the 
city, it was trumpeted as Fairmont’s first 
project to receive Leadership in Energy and 
Environmental Design (LEED) certification, 
a widely accepted benchmark for the design, 
construction and operation of sustainable 
buildings. With features such as energy-
efficient lighting and appliances, water-con-
serving fixtures and locally sourced products 
including guestroom furniture and bathroom 
tile, the hotel received Gold certification, the 
second-highest level in the LEED program.

“It’s dif! cult to quantify true dollar sav-
ings,” General Manager Len Czarnecki says 
of building a “green” property like Fairmont 
Pittsburgh, although he expects the hotel to 
post a return on investment in less than ! ve 
years. “At the end of the day, you walk away 
knowing by default that you’ve totally done 
the right thing and you’re de! nitely spending 
signi! cantly less money and consuming less 
energy to produce the same effect.”

Czarnecki wasn’t always a green believer, 

though. He recalls receiving a pitch several 
years ago from a group looking to attract 
green conventions to Boston when he was hotel 
manager at Fairmont Copley Plaza. “I’ll be very 
honest with you — I took that information, I 
sort of laughed at it and I chucked it,” he admits.

Today, Czarnecki says he regularly gets 
requests for proposals with sustainability 
clauses, and he’s certainly not alone. A growing 
number of travelers, especially those on busi-
ness, are seeking out green hotels, sometimes 
as a matter of corporate policy. According 
to a January study by San Francisco-based 
sustainability consultancy MindClick SGM, 
65% of corporate travel executives responsible 
for more than US$10 million in annual travel 
budgets are in various stages of implementing 
green business travel guidelines. 

Perhaps more convincing for hoteliers, 
though, is the favorable cost-bene! t analysis 
of many green projects, even those that are 
relatively simple to execute. “The 80/20 rule 
applies in sustainability, and there are a lot of 
initiatives that have low upfront cost and 
signi! cant return,” says Marcos Cordero, 
CEO of the Green Business Bureau, a 
Houston-based for-pro! t organization that 
has created a green certi! cation program 

greenin the

Eco-friendly practices, even simple ones, are not just “feel-good” things 

for hotels to do — they can have a real financial impact.
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The lobby at Fairmont 
Pittsburgh features 57-foot 
(17.4-m) floor-to-ceiling 
windows as well as light 
fixtures made by local 
artisans. Abundant natural 
light and local sourcing are 
just a couple of the hotel’s 
green elements.
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speci! cally for hotels. “In the case 
of energy and waste reduction, these 
initiatives are the gifts that keep 
on giving. As energy costs continue 
to increase at a rate greater than 
in" ation, hotels that aren’t optimizing 
their energy and waste will become 
increasingly less competitive.”  

MVPs: Most valuable projects
There are a lot of low-hanging fruit for 
hotels to pick when it comes to starting 
down a path toward sustainable opera-
tions. Bob Holesko, vice president of 
facilities for HEI Hotels & Resorts, a 
Norwalk, Connecticut-based hospital-
ity investment firm that was honored 
as an Energy Star Partner of the Year 
last year by the U.S. Environmental 
Protection Agency and the U.S. 
Department of Energy, identifies 
lighting retrofits among the simplest 
green initiatives for any hotel, yielding 
payback in less than a year.

“You’re going to take a 100-watt 
incandescent and replace it with a 
20-watt compact " uorescent,” Holesko 
says. “You’re going to get the same 
light output, and you just saved 80%. 

It’s a slam dunk. To this day we buy 
hotels that still haven’t done that, and 
we just go, ‘Cha-ching! We can make 
this hotel better.’”

Energy management — often as 
straightforward as installing program-
mable thermostats in guestrooms — is 
another critical element of a sustain-
able hotel. Of HEI’s more than 10,000 
guestrooms, 90% have programmable 
thermostats, according to Holesko, 
which have a ROI from about two 
to four years depending on gas and 
electric rates in a given region.

Waste management also is key. 
Czarnecki highlights an enzyme-based 
digester at Fairmont Pittsburgh that 
composts food scraps and sends the 
byproduct into the wastewater stream, 
essentially eliminating up to 20 tons 
of food waste monthly. Although the 
system cost US$23,700, Czarnecki says 
it was worth it not only because of cost 
savings from fewer truck runs to pick 
up the garbage, but also because the 
digester obviates the need for a smelly 
dumpster that could attract pests. “It’s 
not inexpensive,” he concedes, “but 
when you get into larger hotels this 

really makes sense.”
Marriott International has more 

than 20 years of energy conservation 
experience, and recently has found 
impressive savings in LEED-certi! ed 
buildings. The ! rst LEED-designed 
Courtyard by Marriott, which debuted 
last September in suburban Pittsburgh 
as a project created by Concord 
Hospitality Enterprises with support 
from Marriott, is expected to reduce 
energy usage by an average of 24% 
annually, producing annual operating 
savings of US$50,000. It will be the 
prototype for all forthcoming LEED-
compliant Courtyards, saving future 
design and certi! cation costs. Marriott 
is aiming to have 300 LEED-certi! ed 
hotels by 2015.

There is one important piece of 
sustainable strategies that many hotels 
overlook: the human factor. “To really 
be successful in this, it’s not just that 
you have the right hardware. It’s not 
just that you have the right waste-
hauling contract,” notes Zachary 
Conen, vice president of sales and 
marketing, U.S. region, for Green Key 
Global, which recognizes sustainable 

IT’S ELEMENTAL
Element Hotels, launched by Starwood 
Hotels & Resorts in 2008, calls itself an 
“eco-chic boutique.” Element’s nine 
properties — in cities such as New 
York, Las Vegas and Omaha, Nebraska 
— take “a holistic approach to sustain-
ability,” says Brian McGuinness, senior 
vice president of Element Hotels.

Specific features include flooring cre-
ated from recycled materials; compact 
fluorescent light bulbs and low-flow 
water fixtures in guestrooms; and roofing 
materials that reflect heat from the sun, 
reducing demand for air conditioning. 
Each property also has charging stations 
for electric vehicles, complimentary bikes 
for guests and “do not disturb” magnets 

instead of paper signs — all at the 
relatively affordable average rate of 
US$125. “Each of these amenities is 
designed to create the most comfortable 
guest experience possible, and though 
they are eco-friendly, they are also 
virtually invisible,” McGuinness says.

Element also has developed a 
prototype design pre-certified for LEED 
certification, which reduces fees and 
documentation requirements. “Because 
we have been able to build a cost-effective 
‘green from the ground’ roadmap, the 
cost to build green is typically only about 
1% to 2% more than other construction,” 
McGuinness says. “We anticipated return 
on investment would be recognized in 
three to five years, but we are seeing some 
of our hotels achieving ROI even faster, 
making the long-term energy savings even 
more compelling.”

Element Times Square in New York features a 
light-filled public greenhouse space attached 
to the main lobby.
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hotels through its Eco-Rating 
Program. “It’s that the people you have 
working at the hotel are very engaged 
in the process — not only to execute the 
standards that are in place, but also to 
look for opportunities on their own.”

ROI ranges 
The speed with which green initiatives 
yield ROI varies, of course, although 
in general ROI goals mirror standards 
that hotel companies use for any 
capital investment, according to 
Patrick Maher, partner at the Maher 
Group, an Annapolis, Maryland-based 
sustainability consultancy serving 
hospitality and retail clients. “In most 
cases, if the ROI on the green invest-
ment is three years or less, it gets the 
necessary funding,” Maher notes.

ROI in three years or less is the goal 
Holesko has for his green projects, but 
he adds that in order to get initiatives 
with longer payback times approved, 
he combines them with projects like 
lighting that promise quick ROI.

Maher cautions that sometimes 
hotels make the mistake of not having a 
measurement system in place to bench-
mark their results, which make ROI 
calculations dif! cult, if not impossible. 
However, ROI is not always the main 
motivator behind green initiatives. 
“Some hotels are located in countries 
that subsidize water or energy, and 
will never realize ! nancial bene! ts 
from green hardware. Others ! nd that 
the ROI is slightly less than what they 
had hoped for,” explains Yvette Jong, 
senior consultant at Horwath HTL 
and primary author of a report 
about the business case for sustainable 
hotels in Asia. “Despite this, some 
hoteliers still choose to [implement 
green projects] as a measure to be 
environmentally responsible.”

Divi Resorts, which has nine resorts 
on six Caribbean islands, has followed 
various earth-friendly practices for 
years, says Divi Hotels Marketing 
Inc. CEO E.J. Schanfarber, but only 
recently began considering ROI on 
such initiatives. “We feel because in 
many cases we’re one of the largest 

operators on the islands, it’s a core 
responsibility of ours to ensure that the 
islands remain clean and that there’s 
no unnecessary depletion of natural 
resources,” Schanfarber explains.

Now, however, Divi is in the late 
stages of installing wind turbines — at 
a cost of US$250,000 apiece — to gen-
erate power in Aruba and St. Maarten. 
“Obviously when you get into that 
type of an investment ROI has to be a 
factor,” Schanfarber says. “For bigger 
projects like turbines, if we can see ROI 
within ! ve years that’s an acceptable 
return.”

Like Divi’s properties, Wolgan 
Valley Resort & Spa, which opened 
in October 2009 on Australia’s Great 
Dividing Range, is located in an area of 

pristine beauty, and was conceived as 
a luxury conservation-based resort. 
The US$125.7 million project supports 
wide-ranging conservation practices 
focusing on endangered species protec-
tion — the resort is committed to 
planting native trees indigenous to the 
area, for example — in addition to fea-
turing a plethora of sustainable design 
elements to save energy and water. The 
environment was even a factor while 
the resort was being built — during the 
construction phase, all contractors on 
site received extensive training on how 
to prevent environmental damage and 
protect local " ora and fauna.

General Manager Joost Heymeijer 
notes that when a project includes 
conservation programs as Wolgan 

MAKING SENSE
Green efforts are at the heart of Six 
Senses Resorts & Spas’ approach to 
business. The Bangkok-based 
company, which manages resorts 
under the brand names Soneva, Six 
Senses and Evason, follows a “Slow 
Life” philosophy: which stands for 
sustainable, local, organic, wholesome, 
learning, inspiring, fun, experiences.

The company’s Evason Phuket 
resort, which was highlighted in a 
report by Horwath HTL, HICAP and 
WWF about sustainable hotels in Asia, 
employs many sustainable systems, 
some that achieve payback in just a 
few months. Because the resort does 
not have access to the local municipal 
water supply, it used to purchase water 
from private companies. Today, a rain-
water reservoir that cost US$36,000 
to install not only reduces the carbon 
footprint associated with water 

transportation, but also yields annual 
savings of US$330,000, according 
to the Horwath-HICAP-WWF report. 
Other green initiatives include a solar 
thermal hot water plant that heats water 
for showers using solar energy and a 
composting program that accounts for 
up to 53% of total waste.

“ROI [on green projects] can vary 
from a month to several years,” says 
Arnfinn Oines, social and environmen-
tal conscience at Evason Phuket. “In 
general if it is less than three years it is 
fantastic, and there are more and more 
options with this kind of ROI.”

“Many hotels pay lip service to 
green issues, but it must be more 
than offering not to wash the guests’ 
sheets,” says Sonu Shivdasani, 
chairman and CEO of Six Senses. “I 
truly hope that one day sustainability 
will be just a qualifier.” 

For pool villas at Evason Phuket, 
quantum heat recovery pumps extract 
heat from ambient surroundings to 
heat water, saving approximately 
US$7,500 annually.
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does, ROI objectives are long-range, 
exceeding 10 to 15 years. However, he 
adds, “There should not be a price tag 
associated with sustainability.”

Common sense
ROI becomes moot, however, if green 
initiatives are not palatable to guests. 
“We can help lead the guest in new 
directions, but we also have to be 
careful about not losing guests,” says 
Kathleen Matthews, Marriott’s execu-
tive vice president of global communi-
cations and public affairs. 

Matthews notes, however, that 
guests’ willingness to adapt should not 
be overlooked. For example, Marriott 
subsidiary Ritz-Carlton long resisted a 
linen reuse program in its guestrooms 
for fear of upsetting its luxury guests, 
but piloted the program in the hopes 
of ! nding added ef! ciencies during 
the recession. “They had absolutely no 
pushback,” Matthews says. 

There has been a lingering idea in 
some circles that going green cheapens 
a hotel’s image, but Green Key’s Conen 
thinks that belief is fading. “As the 
product offerings that cater to running 
a sustainable hotel have improved, I 
think the notion that green involves 
scratchy toilet paper and ugly blue 

recycling bins is outdated,” he says.
On the contrary, Czarnecki says that 

at Fairmont Pittsburgh, thanks to fea-
tures like carpets with no or low emis-
sions of volatile organic compounds, 
100% indoor air from the outside and 
lots of natural light, guests can have a 
more pleasant stay at a green hotel than 
a conventional property. 

Divi uses a somewhat obvious 
workaround when it comes to potential 
guest problems with green initiatives: 
If a guest dislikes the energy-ef! cient 
lighting in their room, for example, 
an engineer replaces it with an incan-
descent bulb for the duration of that 
guest’s stay. “In a case where we’re 
suggesting a practice that may affect 
guests’ stay,” Schanfarber explains, 
“we allow them to choose.”

It’s that kind of common-sense 
approach that is perhaps the most 
useful lesson for hotels as they consider 
their green options. “My takeaway in 
all this is do the right thing,” Czarnecki 
says. “Just deploy things that make 
sense. It’s not rocket science.”

TOWERING EXAMPLE
When Crowne Plaza Copenhagen 
Towers opened in the Danish capital in 
2009, one of its goals was to prove that 
sustainability and luxury could go hand 
in hand, and the hotel accomplishes 
that in some unexpected ways. Rather 
than a towel- and linen-reuse program 
in guestrooms, for example, the hotel 
found a local green laundry that uses 
water-saving measures and no chemi-
cals. Bathroom amenities look and 
feel like others guests might find in a 
high-end hotel, but are made of recy-
clable and biodegradable materials. 
In a broader sense, solar panels on all 
sunny surfaces of the towers generate 
approximately 170,000 kWh of power 
annually, while a groundwater-based 
cooling and heating system reduces 
energy used to heat and cool the 
building by almost 90%.

As Copenhagen has set a goal of 
becoming the world’s first carbon-
neutral capital by 2025, Frederikke 
Tømmergaard, director of communica-
tions and CSR for the hotel, says the 
city provides extensive support for 
green development. She also notes 
that a number of suppliers have been 
eager to test their products at the 
hotel, sometimes lowering their prices 
to do so. Still, being a first-mover with 
green technology isn’t easy. “Learning 
as we go could be our motto,” 
Tømmergaard says. “It’s a journey that 
never ends. It’s about embracing the 
realization that you’re never done.”

Solar panels on all sunny surfaces of Crowne 
Plaza Copenhagen Towers generate approxi-
mately 170,000 kWh of power annually.

The Caribbean’s Divi Resorts didn’t consider 
ROI on green projects until it began planning to 
install US$250,000 wind turbines to generate 
energy at its properties.


