





Financial Management for the Hotel Industry
BMIH5007
Student Name:Adriana Alexandra Birsan
Student ID2118849:
Course Name:Financial Management for the Hotel Industry
BMIH5007
Lecturer Name: Christopher Wilkin




Table of Contents
1. Introduction	3
2. Overview of the Organisation (Hilton Hotels and Resorts)	3
3. Discuss critically how to monitor organisational approaches	4
3.1 Comparison of Insourced Housekeeping Team Vs Outsourcing Housekeeping	4
3.2 Abilities of those employed	5
3.3 Implication of cost	5
3.4 Results	5
3.5 Sustainability	6
3.6 Consistency	6
3.7 Guest experience	6
4. Evaluate financial performance within Hotel	7
4.1 Revenue	7
4.2 Market position	8
4.3 Potential	8
4.4 Corporate social responsibility	8
5. Recommendations	9
6. Conclusion	9
References	10



Assignment title: Sustainable Business Revenue Generation Plan
[bookmark: _7c64mo54o2wn][bookmark: _Toc137045919]1. Introduction
According to Kim et al., (2019, p.618), financial management is defined as the process of planning, organising, and controlling the financial aspects of an industry. Financial management includes the development and implementation of financial plans, policies, and procedures. For the hotel industry the financial performance can be measured through metrics including the revenue generation per year or the occupancy rate on average can be used for measuring the performance in sales. The aim of financial management in the hotel industry is to maximise the profit of the owners although the occurrence of market shrinking can be considered as an agency problem that affects the overall financial performance of an organisation. 
[bookmark: _568450mdfi9w][bookmark: _Toc137045920]2. Overview of the Organisation (Hilton Hotels and Resorts)
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Figure 1: Revenue of Hotel Hilton and resorts
(Source: Statista. com, 2023)
Hilton Hotels and Resorts is a leading global hospitality industry comprising 19 world-class brands consisting of more than 7200 properties in nearly 122 countries worldwide (Hilton. com, 2023). The mission of this hotel is to provide the warmth of hospitality to the guests and improve their experience in the accommodation. This organisation has been founded on 31st May in 1919 in Cisco, Texas. Headquarter of this hotel is situated in Tyson, Virginia. Hilton Hotel and Resorts provides the foundation of the travel experience to be exceptional comprising more than 584 hotels across six continents. The revenue of the organisation is 8.77 billion dollars in the year 2022 (Statista. com, 2023). There was a reduction in the organisational financial performance to the global pandemic which forced several Hilton properties to shut its door.  
[bookmark: _fukzarjfokal][bookmark: _Toc137045921]3. Discuss critically how to monitor organisational approaches
[bookmark: _9cbcst6mh3jp][bookmark: _Toc137045922]3.1 Comparison of Insourced Housekeeping Team Vs Outsourcing Housekeeping
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Figure 2: Outsourcing of housekeeping
(Source: mdpi.com, 2023)
The travel and tourism industry has taken a hit in the global pandemic resulting in many companies overhauling their existing procedure. The drivers to this change are to manage the cost in case the tour and travel industry is at an all-time low. In cases like this, the hospitality establishments aim to cut the labour cost which is on the higher side of the total expenses in the operation. As per Alvarez et al., (2021, p.31), in-sourced housekeeping is a term that has been used in the business industry to utilise internal sources than sources from the outside in conducting business activities such as hiring and operations. Whereas outsourcing housekeeping is the procedure of obtaining housekeeping staff from a third party rather than hiring directly within the organisation. The advantage of in-sourced housekeeping is to generate better employment opportunities for professional employees in this sector. The hired staffs are trained under the brand value which acts as a prime driver. Through conducting behaviour and training, creating genuine brand value from the professionals are the primary reasons for the organisation to focus on hiring staff from in-sources. On the other hand, as argued, the advantage of outsourcing housekeeping is to provide flexibility in scheduling the listed staff (Usmanjanovna and Obidjonovich, 2023, p. 48). For the chosen organisation, Hilton Hotel and Resorts, the hiring process should be conducted by in-sourcing the housekeeping team to create brand value among staff and conducting proper training for them to adapt the mannerisms that are required for the revenue of the organisation. 
[bookmark: _ad91uihzmyk][bookmark: _Toc137045923]3.2 Abilities of those employed
For employment in the hotel industry, the abilities required to fit into the organisation is to have effective communication skills for providing service to the customers in addition interpersonal skills such as people skills are necessary for communicating with the guest and improving their accommodation experience by solving their queries (Mueller and Sensini, 2021,p.121). In the hotel industry, it is all about the approval, comfort, and satisfaction of the guests so paying attention to detail including presentation of the food, room preparedness, and wakeup call need to be adhered to by the employees. Great hospitality employees possess strong leadership skills and can handle projects that are a significant contribution to the overall success of the organisation (Reidhead, 2020). Employees in the hospitality industry have enthusiasm about the job and strive to do their best in performing the work. People with commitment, people skills, and attentiveness, teamwork, and leadership skills are considered highly valued employees in the hotel industry.   
[bookmark: _9m9qznmjphb6][bookmark: _Toc137045924]3.3 Implication of cost
As per Man et al., (2022, p.1247), as the hotel industry is a crucial driver for enhancing economic growth globally, the cost in the hotel industry is implied to increase the profitability of the business. For example, the cost of the dishes helps the business in identifying the profitable dishes and adjusting their price accordingly. This approach helps the business to maximise its profitability and ensures enhanced efficiency as much as possible. On the contrary, the key elements of costing are inputs in food and beverages, labour cost, and operational expenses which include operational energy, insurance, water charges, bank charges, advertising, entertainment and audit fees, and legal and professional fees (Úbeda-García et al., 2021, p.61). For the Hilton Hotel implementation of Activity-based Costing would be applicable with a cost accounting system in a detailed manner. The costing system would help the organisation to identify its costing aspects and make changes as per the costing strategy. The hotel needs to ensure that all the expenses and fixed prices are covered resulting profitability of the hotel. 
[bookmark: _i2cx4czyw9h][bookmark: _Toc137045925]3.4 Results
As opined by Botta, (2019, p.351), the major cost of hospitality facilities are classified into three categories including initial cost, renovation cost, and operation costs where the implication of the costing system is important for the renovation and operation process to be conducted successfully. On the contrary, for implementing a cost-cutting strategy in the industry the bank statement needs to be documented to identify the spending (Johnson et al., (2019, p.2). Having a good cost management system is important for the organisation o simplified the method of making estimations and allocates its budget accordingly. The result of the costing management system is to reduce the chance of exceeding the budget by forecasting impending expenditure in a higher amount. For Hilton Hotels, hotel accounting is important for making a better decision that brings good revenue to hoteliers if handled effectively and efficiently. In addition, the system comprises the process of summarising, reporting, and analysing the position of the hotel in the market on the financial aspect which helps in budgeting and cost planning for the future. 
[bookmark: _d938ivpnv0ow][bookmark: _Toc137045926]3.5 Sustainability
As evidenced by Afianti and Megasari, (2022, p.347), sustainability is important for the hotel industry to reduce energy consumption without compromising the guest experience to save the cost as well as the environment. It is important to take initiatives to reduce the environmental impact by making plans for the long term in staying eco-friendly. On the contrary, other hotels in the UK enhance their sustainability by reducing the environmental imprint and utilises biomass energy, regulators for water flow, and providing chemical-free cleaning products. The essence of eco-friendliness is important for maintaining the brand value and reputation of the organisation (Al-Wattar et al., 2019, p. 15). It has been observed that Hilton Hotel enhances its sustainability by reducing carbon emissions and water waste for the expansion of the organisation by conducting a recycling program for the hotel chains of the organisation. In addition to their initiative in using energy-efficient lighting and minimising plastic use would be associated with economic viability, protect the environment and provide social equity in the future (Alrawadieh et al., 2021, p.341). 
[bookmark: _h8x2obqm3rld][bookmark: _Toc137045927]3.6 Consistency
As opined by Pavlatos et al., (2021, p.91), for the hotel industry consistency is important as it generates ways of providing service quality to the guests, and service consistency is an exception for all customers. For maintaining consistency in their service, Hilton Hotel uses strategy in travelling to redefine the sustainability level worldwide. Implementing this strategy helps the organisation to enhance the social impact and reduce the environmental footprint significantly. As per, Santoso and Supatmi, (2021, p., 351), consistency needs to be prioritised as missing the expectation of the hoteliers would lead to problems of poor reviews that influence the reputation of the organisation.  
[bookmark: _sayzhwlvkfwe][bookmark: _Toc137045928]3.7 Guest experience
According to Edrees et al., (2023, p. 75), the guest experience is associated with the overall satisfaction of the guests before and during their accommodation in the hotel. In each stage, the creation of positive emotion in certain aspects helps the customer in determining whether the experience reaches their expectation. For the Hilton Hotel, the guest experience would indicate quality service as this encourages the customers in returning to the hotel and give it a try. Bad experience of the customers depicts as an indicator for the organisation to improve based on the need of the customers. 
[bookmark: _pbfkgepfp0][bookmark: _Toc137045929]4. Evaluate financial performance within Hotel
[bookmark: _do6qijteb5pl][bookmark: _Toc137045930]4.1 Revenue
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Figure 3: Financial management 
(Source: Financial management, 2022)
In the aspect of financial performance, revenue management involves the use of analytics and data which helps in predicting the behaviour of the customer in the hotel industry. The calculated data is utilised in making appropriate decisions on the aspect of pricing and distribution strategies. In the hotel industry, the revenue is calculated by multiplying the average daily rate (ADR) by the rate of occupancy (Slavković et al., 2023, p.2268) This method is considered a common method on the other hand the total revenue in a specific period is divided by the number of rooms that are available in the specific period. 
[bookmark: _aonh25bmuq0m][bookmark: _Toc137045931]4.2 Market position
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Figure 4: Positioning map of Hilton Hotel
(Source: Developed by author)
As evidenced by Mucharreira et al., (2019, p.171), the market position refers to the identification of the brand created for the consumers and ways to distinguish the brand from other competitors in providing a better experience to the guests. The market position of a hotel is important for targeting the consumers in becoming loyal and increasing the chance of repetition. The target market of Hilton Hotels comprises clients with higher income groups who value multiculturalism. The target consumers influence the service the hotel offers by catering to the different tastes and preferences of the customers.   

[bookmark: _vmmix3vntg26][bookmark: _Toc137045932]4.3 Potential
The potential of the Hilton hotel is expected to reach up to its hotel portfolio growth levels globally. The potential of hotel is expected by a positive set of revenue in the year 2022. According to the report, the hotel has opened nearly 355 hotels achieving net unit growth comprising 4.7 percent of the hotel portfolio (Zeng, 2021, p. 25)). Efforts in the development globally have proven beneficial for Hilton Hotels to show its performance. 
[bookmark: _6ytclbezszka][bookmark: _Toc137045933]4.4 Corporate social responsibility
For the Hilton Hotel, the goal of corporate social responsibility is to create a positive brand value for the organisation and conduct business ethically and sustainably without compromising its quality or comfort to the guests by striving to improve the service quality for improving the experience of the guests. 
[bookmark: _xv2qr8a2sa8d][bookmark: _Toc137045934]5. Recommendations
R1: It is recommended that Hilton Hotel improve its service by knowing the guests by implementing personalisation. Personalising services can increase the revenue of the hotel as well as improve the experience of the customers. It is an essential step to be focused on the preferences of guests and develop their requirements by tracking their information and recorded in the operating software CRM.  
R2: It is recommended that the hotel utilise the opportunity in serving the guest against hotel operations in several ways. It would result in taking a proactive stance and driving the customer experience and enhancing the overall revenue of the organisation. Communication with the customers can be improved by making the service more attentive on a higher level. This would influence the experience of the guests by providing them with inspiring plans added to the itinerary.
R3: It is recommended for the hotel implement standardisation in building a strong brand among other competitors in the market. Improving hotel operations is important as it acts a key role in ensuring the process runs smoothly and guests are provided with the best services by maintaining consistency as much as possible.  
[bookmark: _sfl7twuztbyt][bookmark: _Toc137045935]6. Conclusion
[bookmark: _anscq94mz31]It can be concluded that the hotel industry provides good service for the clients by offering a variety of services in improving their overall experience of staying in the hotel. Management on the aspect of financially is important for any hotel industry as it helps in generating revenue and manages the assets for conducting the organisational operation successfully. Effective financial management is essential for gaining success in the hospitality industry. By planning and controlling the finances business can ensure it meets its obligation in achieving the desired goal.
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