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Summary
This is a Research Report about the Increase in energy prices(IEP) which is a Contemporary theme that affects the Hospitality industry and the hotel sector worldwide.
Energy is essential for life and work. The Hospitality Industry and Hotels (HIH) need energy for their daily operation and performance. Consumption of energy is higher in HIH because of the large equipment they use.  Energy is fundamental for the well-being of hospitality stakeholders and for the economic development of the industry. 
The report will examine this Contemporary theme through a Literature Review to collect data to identify and explain the causes and impacts on HIH. In addition, the researcher will highlight how this contemporary theme impacted the Sales and Finance departments of the hotels and how these hotels reacted to this issue.
The Macro external conducted through PESTEL analysis and Literature review concluded that this contemporary theme ( IEP) impacted the hospitality industry and hotels in particular the Sales and Finance departments an increase in operational cost,  and a reduction of the financial performance (reduction of sales and revenue).
To overcome this negative impact the financial department implemented strategies such as reduction of schedules, suspension of bookings, closure of restaurants and leisure, and renegotiation of the energy contract with the supplier. The hotels used technology such as Energy Efficiency System such as a smart radiator, smart LED lamp, A+++ efficient kitchen appliances, and solar panel which is Renewable energy with the objective to reduce energy consumption.
The Report concluded that these strategies were positive as they helped the sector to reduce operational costs and carbon emissions and improve financial performance. Moreover, the report recommended that the sector should implement the use of energy efficiency as an immediate measure to decrease the higher use of energy and solar panel for example which is a renewable energy as an effective solution for the future. The report also recommended the sector empower their staff with training to support the hotel to control and reduce energy consumption. Finally, the report suggested the hotels negotiate long and fixed contracts because the data collected suggest that the energy price will stay higher. 
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[bookmark: _Hlk135084019]Introduction: 

[bookmark: _Hlk136855153]The Increase in Energy Prices (IEP) is a Contemporary theme because it is a recent,  massive, current, and relevant issue and concern that affects Hospitality Industry and the Hotel sector (HIH) worldwide (Collins Dictionaries, 2023).

Energy is essential for life and work. The HIH needs energy for its daily operation and performance. Consumption of energy is higher in HIH because of the large equipment they use.  Energy is fundamental for the well-being of hospitality stakeholders and for the economic development of the industry ( Shahsavari and Akbari, 2018).

After conducting a Pestel analysis and literature review, researchers identified that IEP is a contemporary theme and its impact on the Sales and Financial departments of the HIH  on the increase of their operational costs because of the higher price they must pay for energy bills, higher prices they have to pay for food and drink to resale on their restaurants,  and other goods and services to daily operations, reductions of schedules and facilities, reduction of the number of customers,  business closures, and insolvencies. These impacts on operational costs will reduce their financial performance because the sale and revenue will be reduced resulting in reduced profitability (Office for National Statistics, 2022).

 






[bookmark: _Hlk136816857]2 - Overview of literature: 
The Macro external environment of the HIH conducted by PESTEL (appendix 1) concluded that the ongoing military conflict between Russia and Ukraine, the higher demand for energy and gas after the end of the Covid-19 lockdown impacted the IEP and gas (Witts, 2022; MarketLine, 2022). 
Barrett, Farrell, and Roantree (2022), and the Bank of England (2022), advocated that increases in the interest rate and inflation also contributed to IEP with consequences on increase in the price of food and domestic bills with a further impact on the reduction of financial power of the people. 
[bookmark: _Hlk135507836][bookmark: _Hlk135505666]Office for National Statistics (2022a) shows that by the end of 2022, 22% of hospitality businesses reported that an IEP was their main issue. The accommodations business is expecting that IEP will negatively impact the reduction of their financial performance between  45% and  30%, even with energy price gap support provided by the UK government. Food and Drink Federation (2022) informed that the hospitality business was impacted by the increase of  400-500% in energy bills. Indeed, Witts (2022) stated that the survey conducted by The Carter concluded that 80% of respondents reported that  IEP reduced their profit and 60% fear their business closure in a year if they do not receive government support. Furthermore, Office for National Statistics (2023)  recent publication show that the energy and gas price in the UK raised to up 66.7%  and 129.4% respectively between March 2021 to March 2023. 
[bookmark: _Hlk135490171]The IEP has been impacting the HIH in several ways. Thomsen, (2022)  stated that bars, pubs, coffee shops,  restaurants, and small and independent hotels had to change their schedule, reduce their menu, and charge customers higher prices. Indeed, some of them had to close because of the IEP. Similarly, BBC NEWS (2022) illustrated that in the first 6 months of 2022, in England and Wales   200 pubs were closed and in West  Midland  28 pubs closed, and in London and in the East of England registered a total of  24  pubs in the same period. Moreover, Rice (2022) stated that up to 3 hospitality businesses were closed every week because of the IEP and inflation.  Additionally, Haslam (2022), stated that June and September registered higher closures (e.g.,  2,230) of hospitality businesses which correspond to up to 24 in a single day. Therefore,  IEP impacted the HIH performance, productivity, and profitability (National Statistics, 2022a).
The publication of CIPD (2023) illustrated that inflation increased to 10.4% in February 2023. They stated that the number of people who usually paid their bills without any difficulty decreased from 61% in 2022 to 48% in 2023 while the number of people who could pay their bills with some difficulty increased from 26% to 33%. 
These business closures were the result of the excessive IEP, lack of government support, and an increase in inflation. Hospitality sector customers and guests saw their income reduced which impacted their habits such as eating out at restaurants and going on holiday.
CIPD (2022) stated that the HIH has 2 ways to solve the energy crisis. The first option is using Energy-Efficiency Systems or gadgets(EES) and the second option is Renewable Energy(RE). Through these strategies, the HIH will reduce operational costs with energy and will reduce the impact of its operation on the environment. 
[bookmark: _Hlk135433548]Hou and  Wu (2021), and Alreahi, et al (2023) stated that the HIH is considered one of the main industries that contaminate the environment because of the higher natural resources they use and the higher amount of waste they produce.
Cheng and Yao ( 2021), Stucki (2019), Ray (2019), and Ajayan et al, (2020)  stated that  (RE) or green energy which is energy produced through the technological transformation of sunlight and solar panels,  represent the best strategy for the economic and sustainable development in medium and long term future of the HIH because this energy is considered clean energy, it does not pollute the environment and it can help this industry to reduce their energy bills which will increase their revenue and profit. Indeed, Sky UK (2022) suggested that the reduction of the IEP through the production of wind or solar energy is the best option for the future of the business and the planet. 
[bookmark: _Hlk135604230][bookmark: _Hlk135570141][bookmark: _Hlk136644689][bookmark: _Hlk136644910][bookmark: _Hlk136644578]Iranmanesh et al. (2022), point out that EES such as smart meters,  sensors, thermostats, and smart air conditioners help the business reduce operational costs with energy consumption. Dani, Tiwari, and Negi (2021) advocate the use of EES gadgets (e.g., sensors)  as the best option for the business because EES can reduce the energy consumption of the air conditioner,  heating, and ventilation by 50%. Likewise, the use of LED lamps can help business to manage their finance effectively because these lamps reduce the consumption of energy by  80%  and are 10 times more efficient in comparison to normal lightbulbs.
Amjadi, Lundgren, and Zhou (2022) stated that the effective management of EES has a positive benefit for the CO2 reduction in the environment and for the improvement of the performance of the business (reduction of the cost of energy) at present and in the future, however, they will depend on effective government policies, regulations and support.  
[bookmark: _Hlk135093917]



3- Application to the hotel and hospitality sector: 
The researcher will focus on the Sales and Finance department because this department is responsible for all the financial transactions of the hotel brand.
Sales and Finance Department (Impact)
[bookmark: _Hlk136730993][bookmark: _Hlk136880775][bookmark: _Hlk136879687][bookmark: _Hlk136882527]According to Office for National Statistics (2022a), report the financial performance of the hotels was impacted by the increase in operational costs and reduction of financial performance(sales and profit). This increase means that they must pay a significant amount of money for energy and gas bills which reduces their profit. Witts (2022) found out that 80% of participants in The Caterer survey answered that IEP decreased their profits. Likewise, 60% said their business insolvencies will be a reality in a short time if they do not receive government support.  MONK  (2023) points out that the cost of the energy bill of boutique Homewood Hotel in Bath UK increased between  298%- 400%, which corresponds to paying 3  times more per month than the previous year resulting in a reduced profit. Likewise, The Old Stocks Inn boutique hotel in Cotswolds in the UK must pay 5 times more for energy bills in 2023. Hand and Flowers Hotel also saw their energy bill increase by 400%. They must pay up to 22 thousand in  2023  4 times more than in previous years. Furthermore, Haslam (2022)  informed that boutique and small independent hotels such as  The Art Bread and Breakfast Hotel in  Blackpool, Crockers in Henley in  Oxfordshire,  Fox Hall Inn in  North Yorkshire,   The  Great House Hotel based in Suffolk, and  The  Aberdeen Northern Hotel all in the UK closed their doors because of IEP and others related operational cost.  Indeed, Brock (2022) stated that Westley Hotel in Acocks Green in Birmingham closed its bar because of the IEP. Similarly, Saul and  Tsukanova (2022) stated that  Caer Beris Manor Hotel in Wales also closed their gastronomic restaurant because of the IEP. Danubius Hotel one of the biggest hotels in Budapest Hungary decide to close during winter times.
Art Bread and Breakfast Hotel in Blackpool saw its liquidity reduced because of the higher inflation and interest rate (Haslam, 2022). 
They had to increase the price of the booking and the price of food and drinks for breakfast, which impacted a reduction in sales and liquidity. The frequency of their customers reduced because of this increase and because of their domestic bills such as mortgage, rent, transport, etc. So, the lack of business resulted in  its  insolvency  (Bank of England, 2022).  


Hotel response and limitation
[bookmark: _Hlk136703500]Aware of these impacts on the reduction of FP, the hotel had to implement strategies to overcome the increase in cost and improve its sales and revenue. 
[bookmark: _Hlk136877762][bookmark: _Hlk136883003]Saul and  Tsukanova (2022), and O'Neil ( 2022a) point out that Danubius Hotel in Budapest Hungary decided to suspend their business during wintertime and the Caer Beris Manor Hotel in Wales closed their restaurants as a strategy to save money with energy costs. Haslam (2022) stated that The  White Hart Inn Hotel in  Hamstead Marshall and The Berkshire Old Churches House Hotel in Dunblane, Perthshire both in the UK also decided to reduce their schedule to save on IEP. MONK, (2023) stated that The Old Stocks Hotel fixed the energy price previous the issue started but had to increase the price to £50 for the accommodation. In the same way,  The Hand and Flowers Hotel decided to study the market environment frequently to update on the price. They also fixed prices for their a la carte menu and decided to pay their bill monthly instead to negotiate a fixed contract. 

[bookmark: _Hlk136713239]According to CIPD (2022), several hotels have been using technology such as Renewable Energy  (RE) and Energy Efficiency Systems (EES) to reduce the higher cost of energy consumption and carbon emission. 
Efficiency Systems
[bookmark: _Hlk136718235][bookmark: _Hlk136711516][bookmark: _Hlk136890520][bookmark: _Hlk136720190][bookmark: _Hlk136720281]Leung  (2019) advocated that EES or smart technology helped hotels reduce operational costs and improve their FP. Iranmanesh et al. (2022),  confirmed that in fact, smart systems which are advanced technologies ( e.g., smart lights, and smart air conditioners) that hotels use, improve the efficiency of their services and their FP. Amjadi, Lundgren, and Zhou (2022) also confirmed that implementation of effective EES practices has a positive benefit for the environment ( emission of carbon) and for the economic and financial health of the business (reduction of the cost of energy) in a short time and long-time term. ShortTermRentalz (2023),  and Hanson (2022 ) stated that for example, AGO Hotel installed infrared sensors in rooms and other areas of the hotel to reduce energy consumption.  They also reduced boiler temperature as the solution to control energy consumption. Likewise, the Royal Garden Hotel implemented smart ventilation systems in the kitchen to reduce the energy in the kitchen. Beyond Apartments also installed smart boilers and insulation, LED lights. Moreover, they also installed spray taps and eco showers to reduce the amount of water used. Indeed, they invested in the kitchen A++ large appliances that help them to reduce their energy consumption by 50%. Furthermore, Walker (2022), and Weisskopf and Masset ( 2023)   stated that  The Claridge Hotel in London also installed a ventilation and extraction system in its kitchens which helped them to reduce energy costs by 30%. The implementation of these EES was a positive response and relates to the publication of  Iranmanesh et al. (2022), and Leung  (2019) which advocated that  EES practices in hotels reduce operational costs and improve financial performance. Amjadi, Lundgren, and Zhou (2022) stated EES has a positive impact on the hotel because it helps the hotel to reduce their emission of carbon and reduce the cost of energy, however, the government policies, regulations, and support taxes should be effective to improve these implementations.

Renewable energy
According to Alreahi et al (2023), hotels brand has been using the RE strategy to reduce their energy consumption. Beyond Apartments is one of the accommodation services which installed solar panels (Hanson, 2022 ).
The objective of using this strategy is to reduce their energy consumption and to reduce their carbon emission (Su and Fan, 2022).
This strategy considered environmental friends have been accepted by many new groups of consumers that care about sustainability practices such as renewable energy, and energy efficiency and are willing to pay premium prices to visit these hospitality businesses (Osti and  Goffi, 2021).
Hotel limitation
In contrast, these hotels that overcame higher costs with strategic decisions and uses of technology to stay in the business,  small boutique and independent hotels such as  The Art Bread and Breakfast Hotel in  Blackpool, Crockers in Henley in  Oxfordshire,  Fox Hall Inn in  North Yorkshire,   The  Great House Hotel based in Suffolk, and  The  Aberdeen Northern Hotel all in the UK were limited in their decision and closed their door. 



[bookmark: _Hlk136686727]



[bookmark: _Hlk134801442][bookmark: _Hlk134829548]4. Evaluation and e future policy and recommendations. 
The decision of the hotel to use EES or smarts system such as smart LED lights, occupancy sensors, spray taps, eco showers systems, and smart air conditioners in bedrooms, bathrooms, and other common areas could help the hotel reduce energy consumption and energy cost. In the same way, the use of smart boilers, smart ventilation systems, and A+++ kitchen large appliances also helped the hotel to reduce energy costs.
The installation of the RE Hotels brand installed also helped them to save energy and reduce costs not just in a short time but a long time. This energy also helps the hotel to reduce its carbon emission. Furthermore, this strategy can be used as a marketing tool to attract a new type of market segment of customers who are pro-environmental and are willing to pay premium rates not just because of the use of RE but also because of the use of EES.
The decision to negotiate a new contract with the supplier was a positive response because according to research on the IEP, an increase in Inflation and Interest rates are expected to rise in the future which could be a better decision for the hotel to renegotiate a fixed contract.
Based on this evaluation the researcher suggests the following recommendation

Recommendation
1. The implementation of technology such as  EES practices in all departments of the hotel especially in areas such as kitchens and laundry with A+++ appliances as an effective strategy for the improvement of operational quality, reduction of cost, and increase of financial performance in a short time, and also the installation of RE as an effective strategy for energy reduction in future because it is considered as a marketing tool and also help the hotel to reduce their carbon emission.
2. Negotiate fixed long-term contracts with energy suppliers. Data collected suggest the probability of inflation, interest rate, and raises in the price of food, drinks, and other operational costs will raise in the future.
3. Empower staff with knowledge and training to support the hotel to save and reduce energy consumption.
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Appendix 1

	Political
	· The Ukraine and Russia conflict.  

	
Economic

	· [bookmark: _Hlk119391399]Increase in interest rates and inflation rates.
· [bookmark: _Hlk121152796]Increase in energy and gas prices.
· Increase of price of goods and services


	
[bookmark: _Hlk117866471]Socio-cultural

	· Health and Wellbeing.
· Healthy lifestyle, green products.  
· New generation and technology. 

	
Technological
	· [bookmark: _Hlk119391897]Renewables energy installation.
· Energy efficiency System.

	
[bookmark: _Hlk117866512]Environmental

	· [bookmark: _Hlk119392136]Reduction of CO2 emission.
· Climate change. 

	[bookmark: _Hlk117866531]Legal

	· Licences and insurance.
· Health and Safety Act.
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