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Diffused hotels:

possibilities to help rejuvenate rural economy in Japan

Er /7 (Chikara Uekawa)

Before COVID-9 struck in 2019, Japan enjoyed a boost in inbound travels — and the tourism sector is expected to play a
vital role as a driver of economic growth post-pandemic. Diffused hotels, coined in Italy as Albergo Diffuso is one concept
which is expected to offer alternative travel option to visitors looking for unique and authentic experiences, and help
preserve historical buildings and support regional economy. The paper looked at how diffused hotels could bring
economic benefits to rural Japan, and found three key aspects — Development of entire destination — diffused area
marketing management rather than just hotel itself; Internal marketing to gain understanding and support from local

residents; and Financing, with availability to longer term bank loans -- to help formulate a successful business strategy.

1. Diffused Hotels in Japan

The way people travel is continuously evolving
and reflects change in social framework (OECD,
2014).
regarded to have originated in 1980s Italy as

The concept of a diffused hotel is

Albergo Diffuso where tourists can fully immerse
themselves in the culture of destinations they
2017). It is

based on the economic revitalisation of unused

are visiting (Pavia & Floricic,

properties spread within a village/town, and
managing them as a single hotel business

(Dall’ Ara & Esposito, 2005).

The idea is gaining attention in Japan as a way
to expand travel options for tourists who are
looking for unique and authentic experiences, and,
at the same time, help rejuvenate aging and
depopulating rural economy. Tourism Satellite
Account (JTA, 2022) has exhibited the strength
of economic ripple effect within the tourism
sector. Another study found diffused hotels could
bring five times the economic ripple impact of
typical chain hotels given its locality (Inagaki,
2019). Nipponia brand, created by Note PLC/LLC
is a prime example of how diffused hotel business
model could bring benefits to the local
of  branded

accommodations has expanded to 27 areas from 2

businesses. The number rural

in space of six years. Diffused hotel concept is

currently a part of the government led

initiatives to revitalize rural economy (JTA,
2021).

2. Design of Culture
Julier (2018)

considering a social design/culture including

considered key processes when
intensification; co—articulation; and

temporality. This paper, based on Julier s
processes, employed a combination of case studies
with interviews with owners and operators, and
quantitative analysis of the trend with an online
questionnaire to highlight potential key success
factors and shared challenges, with a brief

masterplan design proposal.

3. Diffused hotels - commonalities

The paper discovered commonalities amongst
existing diffused hotels in Japan. (1)
Development. For the initial step, it was

possible to start a hotel at relative low cost
with essential renovations given the property
already existed — unlike typical hotels which
are built as new from the ground up. Opening a
hotel will bring visitors, with economic ripple
impact on local economy. (2) Marketing. Given
close tie of a diffused hotel with local culture,
there was less risk of a mismatch between what
the hotel offered and the destination. What was
therefore needed in a medium to long term was a

business plan with social innovation - diffused
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area marketing management through tourism. (3)
Financing. In order to bring sustainability to
local economy, the business scheme needs to

consider a funding mechanism:

Fig 1. Nipponia sample business scheme.
As exemplified by Nipponia, a DMC regional
trading company may be needed to manage flow of
the capital, to ensure there is not just one
winner and the plan would bring benefits to the

community of stakeholders (Figure 1).

4. Diffused hotels - potential challenges
Diffused hotels are still relatively new in Japan,
therefore, a longevity of the business cannot
yet be confirmed. The paper, however, discovered
common challenges amongst diffused hotel owners
and operators. Firstly, not all local residents
were supportive of the tourism. A key success
factor of a diffused hotel was co—operation and
collaboration from locals, however, due to aging
community, some locals wished for permanent
residents to move into their area, rather than
temporary hotel guests. Internal marketing,
therefore, is needed to gain understanding and
support from local community.  Secondary,
financing. The research revealed challenges with
bank loan applications for diffused hotels
Unlike in Europe where long term bank loans of
twenty years plus are arranged based on the
business plan and the property’ s economic
potentiality, the length of bank loans for aged
buildings in Japan are typically set at no longer
then ten years - too short for a business owner
to build a durable business. This is because

banks looks at service life of a building when

RBMRFRFRBEETEHFL
BARERFI—X

assessing a loan, and not its economic value.
Longer term bank loans is needed to help build a
sustainable business. There are positive signs,
however, as the length is being extended in areas
including Kyoto, where traditional folk houses
are successfully converted into hospitality
businesses. Proven track record will help extend

the loan periods with the banks.

5. Conclusion
Local communities should benefit from tourism
through creation of jobs, increased incomes and
preservation of local cultures and daily lives.
The appeal of a diffused hotel 1is directly
related to the

destination itself, which means the risk of miss—

marketing and charm the
match between the hotel and destination is
In order to support longevity of the
through

indispensable for the business model to consider

smaller.

local  economy tourism, it 1is
entire diffused area management rather than just

running a hotel operation.
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