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Executive Summary

The hospitality industry, integral to global tourism, finds itself navigating the waters of sustainability amidst the current climate crisis and evolving consumer preferences (Employment Scurity Commission, 2023). As the industry's historical foundation lies in profitability, transitioning to sustainable practices poses both challenges and opportunities. This report critically evaluates the longstanding notion, rooted in Milton Friedman's philosophy, that the primary goal of businesses is profit maximization. Drawing from academic frameworks such as the Triple Bottom Line, Doxey’s Irridex Model, and Butler’s Life Cycle Model, the report analyses the delicate balance of financial gains with environmental and social responsibilities. Incorporating insights from the UK's energy landscape and dissecting trends like greenwashing, the evaluation extends to assessing the feasibility of a truly sustainable hospitality industry. By interweaving real-life case studies with theoretical models, this report offers a comprehensive vision for a future where profitability coexists harmoniously with sustainability in the hospitality sector.

[bookmark: _Toc149826549]Introduction

The hospitality industry, historically emblematic of opulence and comfort, finds itself at a pivotal juncture EHL Faculty, 2023). Faced with escalating environmental concerns, the global momentum towards sustainable practices, and the intricacies of the circular economy, there's a pressing call for adaptation. The UK, in particular, is championing a transition with its ambitious energy targets aiming for a net zero carbon footprint by 2050 (UK Government, 2023). These shifts are not solely driven by overarching global goals but are also shaped by evolving consumer behaviour, as travellers increasingly favour establishments that prioritize eco-consciousness. Yet, the path towards genuine Corporate Social Responsibility (CSR) in hospitality isn't without its pitfalls (Zizka, 2016). The prevalence of greenwashing raises critical concerns about the veracity of sustainability claims in the industry. Central to this discourse is Milton Friedman's decades-old proposition about the principal obligation of businesses. As the sector wades through these multifaceted challenges, this report aims to critically examine the potential harmony between sustainable operations and profitability. Furthermore, it seeks to highlight the integral role of destination management, drawing insights from models like Doxey’s Irridex and Butler’s life cycle, in orchestrating this delicate balance.

[bookmark: _Toc149826550]Relevance of Profit-Centric Philosophy Today

[bookmark: _Toc149826551]3.1 The Legacy of Milton Friedman

Milton Friedman, a respected economist, posited in 1970 that the primary responsibility of a business is to its shareholders, emphasizing the importance of profit maximization (Friedman, 1970). This view, grounded in the capitalist ethos, focused exclusively on financial performance as the main indicator of business success. However, as societal and environmental challenges have evolved, there has been a re-evaluation of this stance (Crane & Matten, 2016). 
[bookmark: _Toc149826552]3.2 Modern Perspectives

The 21st century has ushered in an era characterized by environmental challenges, socio-economic disparities, and the imperative for sustainable operations. Contemporary businesses are now expected to address these challenges, reflecting a shift from pure profit orientation to a more holistic approach that considers environmental and social factors (Elkington, 1994). This perspective, known as the Triple Bottom Line, advocates for businesses to ensure economic, social, and environmental sustainability. For the hospitality industry, which interacts closely with both local communities and natural environments, these considerations are particularly pertinent (Jones, Hillier, & Comfort, 2016). 
 Furthermore, As noted by Gelb, McCarthy, Rehm, and Voronin (2023), investors are increasingly interested in understanding the value companies place on sustainability.
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Balancing Financial Imperatives with Sustainability

[bookmark: _Toc149826554]4.1 The Triple Bottom Line Framework

Introduced by Elkington in 2004, the Triple Bottom Line (TBL) framework redefined how businesses perceive success. Traditionally, success was solely evaluated through financial metrics. However, Elkington's TBL transcends this narrow perspective, emphasizing People, Planet, and Profit (Elkington, 2004). In the hospitality context, these pillars have distinct implications.
People revolves around social equity and community benefits. Hotels and resorts can play significant roles in enhancing community livelihoods. By employing local staff, sourcing locally produced goods, and promoting indigenous culture, hospitality businesses can elevate the socio-economic well-being of the areas they operate in (Slaper & Hall, 2011).
The critical role environmental stewardship plays in the hospitality industry, particularly in the context of its resource intensive nature. It emphasizes that action such as reducing waste, conserving energy, and minimizing carbon footprints have transcended being just public relation strategies and have become essential practices. This shift towards sustainable operations in the hospitality sector is largely influenced by growing consumer demand for environmentally friendly accommodations and experiences. Consumers are increasingly making choices based on the environmental impact of their travel, leading the industry to adopt more sustainable practices not just image but as a core operational necessity (Jones, Hillier, & Comfort, 2016).
Profit, while traditionally indicating pure financial gains, in the TBL framework, indicates sustainable economic growth. In this context, it means profitability that doesn't compromise environmental and social equity but enhances it.
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The dynamics between tourists and host communities are critically elaborated upon in Doxey’s Irridex model. As tourist numbers escalate, the initial euphoria of the host community might lead to heightened irritation due to associated challenges like noise pollution, environmental degradation, and cultural erosion (Doxey, 1975). 
Butler’s model is pivotal for destination planners. The model's stages—exploration, involvement, development, consolidation, stagnation, and then either rejuvenation, plateau, or decline—offer insights into how tourism destinations evolve. The crux is sustainability: without foresight and proactive sustainable measures, popular destinations risk saturation and eventual decline (Butler, 1980). 
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4.3 Implications for Destination Management

Effective destination management ensures that tourism remains an asset and not a detriment. Sustainable transport options like electric buses or cycle-sharing programs, promoting locally crafted souvenirs, emphasizing local experiences, and efficiently managing tourist volumes can mitigate potential pitfalls of over-tourism. Destination managers, by integrating models like Butler's and frameworks like TBL, can devise strategies that offer enriching tourist experiences while safeguarding the environmental, socio-cultural, and economic integrity of their destinations (Hall, 2008). 
[bookmark: _Toc149826557]Consumer-Driven Sustainability Vs. Corporate Responsibility

[bookmark: _Toc149826558]5.1 Evolving Consumer Preferences

Drawing from the insights presented in "Marketing for Sustainable Tourism" edited by Font and McCabe (2018), it's evident that the evolving consumer preferences significantly impact the hospitality and tourism sectors. This resource underscores the importance of aligning marketing strategies with the growing environmental consciousness among modern travellers. It highlights that millennials and Generation Z are not just passive consumers; they are actively seeking out establishments that demonstrate a commitment to sustainable practices. This shift necessitates a transformation in how tourism products are developed and marketed, with a strong focus on practices like water conservation, energy efficiency, and waste reduction. This transition towards sustainability is not only a response to consumer demand but is also becoming a crucial factor in maintaining competitiveness and relevance in the evolving tourism market (Font & McCabe, 2018).
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Greenwashing, the practice of conveying a false impression or providing misleading information about a company's sustainability efforts, has come under scrutiny in recent years. According to Lyon and Montgomery (2013), companies that overstate their environmental efforts are increasingly at risk of backlash from discerning consumers. Within hospitality, some establishments tout 'eco-friendly' credentials based on minor changes, while ignoring larger unsustainable practices. This superficial commitment to sustainability can erode consumer trust (Lyon & Montgonery, 2013).
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[bookmark: _Toc149826561]Corporate Social Responsibility (CSR) in the hotel industry encompasses a broad spectrum of practices aimed at sustainable and ethical business operations. According to Jones, Hillier, and Comfort (2016), this involves not only environmental initiatives but also a holistic approach to business, which includes fair labour practices, local sourcing, and active community engagement. Major hotel chains like Marriott and Hilton have recognized that CSR is not just a moral obligation but also a strategic necessity that resonates with increasingly conscious consumers. Their commitment to CSR extends beyond superficial measures and is embedded into the core of their business operations, aligning with the evolving expectations of guests who prioritize sustainability and ethical practices in their travel choices (Jones, Hillier, & Comfort 2016).
Is a Truly Green Hospitality Industry Achievable?

[bookmark: _Toc149826562]6.1 Analysing the UK Energy Landscape

The hospitality industry's transition to 'green' is tightly linked to its energy sources. As the UK pushes towards a higher renewable energy mix, hotels and establishments stand to benefit from cleaner and, in the long run, potentially cheaper energy sources. The UK's commitment to phasing out coal and boosting offshore wind farms paves the way for a greener hospitality sector (Department for Business, Energy & Industrial Strategy, 2020).
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Hotels are navigating a variety of challenges in the adoption of green technologies. This includes external stakeholder pressure, which has led to the implementation of environmental management systems and green committees (ScienceDirect, 2022). The hospitality sector, particularly integrated resorts, has been facing difficulties in implementing green practices for decades (Sage Journals, 2022). In Hong Kong, specific barriers like product-related issues have been identified as impediments to the adoption of environmental technologies (ResearchGate, 2022). A broader literature review highlights several barriers in the hotel industry, such as financial performance issues and lack of green knowledge (Sage Journals, 2022; ResearchGate, 2022).
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[bookmark: _Toc149826565]The very essence of sustainability hinges on the ability of an organization to ensure long-term viability and growth. This sustainability is not just environmental, but also financial. Financial resilience provides the necessary foundation for a company to invest in, implement, and maintain sustainable practices.
7.1 The Importance of Financial Planning in sustainability

[bookmark: _Toc149826566]In the hospitality industry, financial planning serves as the backbone for both operational stability and forward-looking initiatives (Horner & Swarbrooke, 2016). Making significant changes, like transitioning to sustainable practices, often requires an initial investment. A hotel chain, for example, wanting to transition to renewable energy sources may need to face substantial upfront costs. This is where solid financial planning comes into play, ensuring that such investments lead to long-term profitability and sustainability (Sigala, 2014).
7.2 Case Studies and Industry Examples

1. The Hilton's LightStay Program: Hilton Worldwide's LightStay program demonstrates how environmental responsibility can coexist with profitability. By reducing its carbon footprint and waste output, Hilton has not only improved its environmental performance but has also achieved significant cost savings (Bohdanowicz & Martinac, 2015).
2. Marriott’s ‘Serve 360’: This program underscores Marriott’s commitment to intertwining its growth with community and environmental stewardship. Such integrated approaches to sustainability are becoming crucial for maintaining a brand's image and long-term profitability in the hospitality industry (Jones, Hillier & Comfort, 2016).
Accor's financial performance: in H1 2023 stands as a testament to the intrinsic link between financial resilience and sustainability.
Robust Recovery: Accor witnessed a significant recovery in its operations in the first half of 2023. The RevPAR (Revenue Per Available Room) surged by 19% in Q1 2023 compared to Q1 2019. This recovery was supported by both leisure and business demand, culminating in enhanced occupancy rates and improved room rates (Group Accor, 2023). 
Growth and Expansion: Accor's commitment to growth was evident with the inauguration of 114 hotels in H1 2023. With a current portfolio boasting 805,436 rooms across 5,487 hotels, Accor has maintained a steady trajectory of growth, expecting a net unit increase of 2-3% for the entire year (Group Accor, 2023).
Financial Outcomes: Financially, H1 2023 was a period of significant growth for Accor. The company reported revenues amounting to €2,402 million, a commendable 35% like-for-like increase from H1 2022. This growth was underpinned by a 34% increment in the Premium, Midscale, and Economy division 
Operational Implementation and Financial Resilience
Accor is not just about declarations; it's about action. By integrating Environmental, Social, and Governance (ESG) criteria into its financing strategy in 2021, Accor further embedded sustainability into its business model, reinforcing its financial resilience. By making sustainability objectives a key component of its company governance and performance, Accor underscores the vital role of financial planning and resilience in ensuring sustainable development.
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Based on the findings presented in this report, we offer the following recommendations for the hospitality industry to navigate the evolving landscape of sustainability and financial resilience:
Adopt a Triple Bottom Line Approach: Hospitality businesses should embrace the Triple Bottom Line framework, emphasizing social responsibility, environmental stewardship, and sustainable profitability as interconnected goals.
Invest in Sustainable Practices: Commit to genuine sustainability efforts that go beyond greenwashing. Implement energy-efficient technologies, waste reduction strategies, and community engagement initiatives.
Consumer Engagement: Recognize the importance of consumer-driven sustainability. Engage with guests and travelers to highlight sustainable practices and offer eco-friendly options.
Energy Transition: Embrace the UK's transition to renewable energy sources to reduce carbon emissions and lower energy costs. Explore partnerships with renewable energy providers.
Financial Planning: Prioritize robust financial planning to ensure the availability of resources for sustainable investments. Evaluate the long-term benefits of sustainability initiatives.
[bookmark: _Toc149826568]Conclusion:
the hospitality industry stands at a pivotal point, balancing the demands of sustainability with traditional business imperatives. The transition towards sustainable practices, driven by both environmental imperatives and evolving consumer preferences, is redefining success in the industry. Key frameworks such as the Triple Bottom Line and models like Butler's Life Cycle and Doxey’s Irridex offer valuable insights for destination management and sustainable business practices. As the industry navigates these changes, the role of financial resilience becomes increasingly crucial, ensuring that sustainability is not just an ethical choice but a strategic and profitable one. The hospitality sector's journey towards sustainability, while challenging, presents an opportunity to innovate and lead in creating a more responsible and environmentally conscious future.
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