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Executive summary
This report critically evaluates the financial planning considerations for a proposed midscale hotel development in Swansea, Wales, with a focus on Yield management . Swansea’s growing tourism sector, characterised by increasing visitor numbers and high hotel occupancy rates, presents a strong opportunity for new hotel investment.
The report applies key academic theories, including price discrimination and supply and demand, to assess how yield management can maximise revenue through dynamic pricing strategies. While the approach offers significant financial benefits such as increased RevPAR and improved profitability, it is also constrained by risks including demand uncertainty, technological dependency, and customer perception issues.
The findings suggest that Yield management is essential but must be implemented strategically. The report recommends the adoption of an integrated, data-driven revenue management system to optimise pricing decisions and enhance financial performance.














Table of Contents
1.	Introduction	3
2.	Main Findings	4
2.1 Market of Hotels in Swansea	4
2.2 Yield Management Theory	5
2.3 Financial impact and performance Metric	7
2.4 Evaluation of Yield management on Hotel	9
3.	Conclusion	10
4.	Recommendations	11
5.	Reference list	12















1. [bookmark: _Toc1361158455][bookmark: _Toc1397612640]Introduction 

The purpose to this report is to provide  financial planning considerations for a mid scale Hotel in Swansea, evaluating Yield management as a revenue optimisation strategy. Financial planning is key to the hospitality industry. Directly influence visitors spenditure, investment viability and long term sustainability for the hotel in Swansea (Harris and Mongiello, 2012). Swansea’s tourist industry has been a growth in recent years, bringing in around 4.6 million people a year and contributing an estimated £658 million to the local economy (Swansea, 2024a).


 Figures are rising due to hotels in Swansea such as “Morgans Hotel” investing in customer expectations increasing visitor stays and popularity for the City of Swansea. The growth of numbers also comes from the Council’s regenerations projects such as Swansea Arena and waterfront improvements, boosting demand for both leisure and business travel. Swansea's Average hotel occupancy rate is 77%, suggesting a steady and robust demand for a service which stays with customers (Wales Accommodation Occupancy Survey 2023, n.d.)

According to Swansea Council (2024), despite this growth  there is evidence to suggest a shortage within local hotel markets within the city with the likes on Marriot and Village hotel. Reports suggests there is need for future hotel capacity to support future demands such as Iron Man and Major concerts and Festivals (Swansea, 2024b). 

Yield Management is especially critical in hotel rooms since the inventory is fixed and perishable (Kimes, 1989). Hotels can increase revenue and enhance finacial performance by altering room prcies based on client segmentation, booking trends and seasonality.



2. [bookmark: _Toc1034550870][bookmark: _Toc1949412136]Main Findings 

[bookmark: _Toc1501437253]2.1 Market of Hotels in Swansea

Swansea’s Hotel market presents excellent conditions for investment, with driven increase in tourism demand from attractions such as Swansea Arena and the waterfront being the main reason for tourism, but with limited accommodation to supply for tourism is a issue in Swansea. In 2024 1.6m visitors stayed in Swansea which shows the demand for staying visitors when visiting Swansea. According to Swansea Council (2024), visitor numbers and tourism revenue is steady in the City supported by the infrastructure of the tourism board creating business in the area. And rates are suggesting existing hotels such as Morgans and Grand hotel are operating near capacity, in peak season. 

In addition to this long term premise of persistent undersupply might not remain true. The market of hotels may move towards oversupply if several hotels in Swansea undergo constructions offer similar products and services and move towards driving down room rates. This empazises how crucial adaptable financial techniques such as Yield management is. Fluctuating room rates to seasonality or demand can further increase availability for The Hotel in Swansea and also create competition with competitor hotels (Henri Steenkamp, 2024).








[bookmark: _Toc1825877664]2.2 Yield Management Theory 

By delivering the appropriate product to the correct customer target and at the right time and price, Yield management is a pricing approach intended to maximize revenue from fixed capacity (Kimes, 1989). Due to room is perishable, it is particularly relevant to the hotel operations of pricing strategy.

Price discrimination theory is a basic theoretical foundation of Yield management, it proposes that businesses such as the New Hotel in Swansea may increase revenue by charging fluctuating rates to different groups of customers based on their willingness to pay. This could mean for the hotel in Swansea offering reduced rates to early bookers before a show in Swansea Building Society while charging higher fees to last minute bookers or travelers visiting for business purposes (Choi and Cho, 2000). Offering early bookers priced may increase demand for the hotel creating more revenue long term for the business. 

In addition to price discrimination, Yield management is closely linked to the supply and demand theory, when demands are high for hotels prices can be increased to maximise revenue comparing to periods of low demands prices may be reduced to ensure occupancy is smooth (Slattery, 2009). During the early stages this would ease pressure due to high fixed costs and uncertainty due to no public appearance or brand recognition. By increasing room prices in peak time such as local events can accelerate the hotels recovery of initial investment. Lowering prices at quiet periods allows occupancy rates to stay stable and attract more price sensitive customers. 

Another importance theory is RevPAR, Revenue per available room which provides clear measures for a hotel to understand how effective the hotel is generating revenue during early stages. As spoken new hotels often face high fixed costs due to uncertainty. RevPAR combines occupancy rates and average daily rate allowing management to asses both how many rooms are sold and how much income there is from the service (Enz, Canina and Walsh, 2001). RevPAR is significant since high occupancy alone does not ensure profitability if rooms are highly discounted, and high room rates may result in low occupancy. RevPAR maintains a balance between these variables, allowing the hotel to optimize its pricing approach. In Swansea, where demand is seasonal due to the tourism, academic activity and events, RevPAR allows hotels to respond quickly to changes. By monitoring this metric, management can evaluate whether pricing strategies are maximising revenue in peak periods and sustaining occupancy during quieter times. 


























[bookmark: _Toc1938301603]2.3 Financial impact and performance Metric 

According to Lozano (2025) Implementing Yield Management to a new Hotel in Swansea, can have positive financial benefits. This includes performance indicators such as Average daily rate (ADR), Occupancy rate and Revenue per available room (RevPAR), rooms increasing through RevPAR without increasing occupancy and there improving overall profitability long term. 

According to Research (rmas.marriott.com, n.d.) Marriot international use advanced revenue management system to modify room basis on booking pace of guests, competitor pricing in the area or even seasonality which is a compeling real world example. Comparable to another UK company is Premiere Inn which pricing basis from events in areas or even bank holidays (www.premierinn.com, n.d.). Both companies demonstrate how price differential can improve profitability. Accordingly, in order to sustain occupancy, a new hotel in Swansea would use similar strategies such as seasonality or local events.

Apart of the financial planning, here is a proposed method for the Swansea hotel, RevPAR can be used to calculate the following relationship:

RevPAR=ADRxOccupancy

Swansea hotel operating on:
ADR = £70
Occupancy rate = 75%

This is calculated as follows
RevPar = £70 x 0.75 = £52.50 

This method reflects a typical performance aligned with Swansea’s current hotel market averages (Swansea, n.d.). However this model assumes static pricing and does not include fluctuating demand in the city with seasons and events.

For example, during peak season in summer months at the Hotel, when occupancy rates exceed 85%, Swansea’s Hotel can increase their room rates to capatalise high demand. Off peak season discounted room strategy can be used to attract customers who are price sensitive, and this will create a smooth occupancy level whilst also remaining customer recognition (Mitra, S.K. , 2020) This method can work well for Swansea’s Hotel because demand in the Summer months generates significant revenue for the hotel compared to the winter months with low demand. 

However, it is crucial for a new Hotel to understand that increased revenue does not always equate to higher profits through demand of hotel rooms or fluctuation of bookings. Yield management is mostly looked at from profit, frequent forgotten cost structures such as staffing, maintenance needed for the hotel and energy expenses per customer per room (Hart, D., 2006).




















[bookmark: _Toc1406882855]2.4 Evaluation of Yield management on Hotel


According to Talluri and J (2004) we can determine that Yield Management offers obvious advantages, its efficacy is limited by a number of factors. Its reliance on precise demand forecasting, which is fundamentally unpredictable in the tourism and hospitality industry. Demand can be influenced by outside variable factors such as seasonality and economic conditions, therefore forecasting errors could result in underpricing and overpricing hotel rooms. Which can be unsustainable and eventually lower revenue for the hotel. 

In addition, Yield Management has concerns regarding price fairness on hotel rooms and customer perception. Although price discrimination an increase revenue it can create a image for the company if customers come across (Legohérel, Poutier and Fyall, 2013). Customers may see variable pricing as unjust and book elsewhere particularly due to the high advanced booking websites. This then creates tension between short term revenue maximisation and long term customer loyalty, which could then potentially damage brand reputation over loyalty. This does not benefit independent hotels relying on repeat customers over online comparing websites (Payne, 2025). 

According to Hayes and Miller (2010), the approach from the issue requires investment into technology and expertise which a new midscale hotel in Swansea may not be available. Advanced management systems and data analytics may not be available due no revenue being made to start and these costs to run may reduce initial profitability and increase financial risks. 

Overall, the Yield management financial tool is useful for a newly developed hotel, but its drawbacks emphasis the necessity for a well rounded strategy that combines pricing tactics with more general financial and customer focused goals.


3. [bookmark: _Toc109571875][bookmark: _Toc1162950827]Conclusion 

This report has critically analysed a newly developed Hotel in its financial planning to open in Swansea, Wales. The findings show that Swansea’s current hotel market is a strong opportunity for a newly developed hotel, with effective revenue optimisation and ensuring profitability. Using demand forecasting and dynamic pricing, Yield Management offers a strong framework for maximising the revenue for the hotel business. However a number of restrictions including consumer perception problems and implementation expenses which limit it’s efficiency. Therefore, Yield management is a critical tool which must be applied strategically and supported by data driven decision making to achieve sustainable financial performance.

















4. [bookmark: _Toc1487029345][bookmark: _Toc2121143750]Recommendations

To recommend for the new developed Hotel, the team implementing an integrated data driven Yield Management system to help with pricing dynamic and revenue optimisation will help to measure with success of the hotel. This is justified by evidence showing how successful revenue management is and how reliant on accurate forecasting, dynamic pricing and the use of real time information is for the hotel to operate successfully. For the purpose of the hotel to dynamically modify prices to reactions of market conditions, the system will require the use of real time data to monitor demand patterns, booking trends and client segmentation. By implementing this can enhance the hotel financial performance and maximise RevPAR, especially varying demand in seasons. 

Additionally, it is critical to maintain a balance between revenue optimization and customer satisfaction also aligns with the findings . To counteract any unfavorable perceptions of price discrimination, transparent pricing techniques and valued services should be implemented. This is consistent with relationship marketing ideas, which value long-term customer retention over short term revenue gains (Allen, 2004). Varied pricing can create negative customer reaction, using transparent pricing strategy can add the valued service and allow customer loyalty and trust for repeat business in future.

Finally, integrating yield management with cost control and performance evaluation metrics. This will ensure that revenue growth translates into improved profitability and return on investment. Therefore, management may determine whether higher sales are producing higher margins and returns on investment by  integrating Yield Management with cost control strategies and performance evaluation criteria. This guarantees that strategic choices support the hotel’s long term financial viability.
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