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CRITICALLY EVALUATING THE NEED FOR SUSTAINABLE OR CIRCULAR BUSINESS MODELS IN THE HOTEL INDUSTRY



[bookmark: _Toc200494650]Executive Summary
The hotel industry serves as both a global economic engine and a significant source of environmental and social issues. In recent years, hotels have faced increasing scrutiny due to their resource-intensive operations and resultant high emissions. There is growing pressure on hotels from governments, investors, and concerned travellers to adopt more circular and environmentally friendly practices, aligned with international policy frameworks, like the “UN Sustainable Development Goals” (SDGs) and the “Paris Agreement”. The report emphasises the urgent need for sustainable and circular operating models in hotels, referencing the principles of the Triple Bottom Line (TBL), Corporate Social Responsibility (CSR), and Circular Economy (CE) to guide its audit. 
While integrating sustainability presents challenges, it offers compelling advantages: long-term savings from reduced energy consumption and waste generation, improved brand prestige, enhanced customer loyalty, and better regulatory compliance. However, hurdles do exist. These include substantial initial capital outlays for green infrastructure and the potential for costly operational disruptions; opposition from management to change is another primary consideration. Through an in-depth analysis of the Hilton Hotels, Six Senses, and The Scarlet Hotel cases, the report demonstrates how sustainable practices can support both environmental responsibility and profitability. Strategic development recommendations encompass a wide range of areas, from short-term sustainability audits and staff training to long-term initiatives, including renewable energy appropriations, energy-efficient retrofitting, and a comprehensive Circular Economy concept. In conclusion, this report finds that sustainability and profitability are increasingly interconnected.  Two conditions are indispensable if future hotel industry competition is going to be competitive.
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The hotel sector, a significant global economic driver, is also one of the most resource-intensive industries, facing increasing scrutiny regarding its environmental and societal impacts. Hotels are inherently energy- and water-intensive, generating substantial waste and contributing significantly to global emissions (Wisnawa, 2024). For instance, the broader travel and tourism sector was responsible for approximately 8.8% of the world's carbon dioxide emissions in 2019 (Sun et al., 2024). In light of the serious problems posed by climate change and the steady decline of natural resources, all parties concerned, including governments, investors, and environmentally conscious tourists, have urged hotels to adopt more circular and sustainable practices (Velaoras et al., 2024). Additionally, global policy initiatives, such as the “United Nations Sustainable Development Goals (UN SDGs) and the Paris Agreement”, explicitly call on tourism to look carefully at both current and future economic, social, and environmental effects. Compelling hotels to integrate sustainability into their core strategies (Cousins, 2022; United Nations, 2018, p. 1; Nica et al., 2024, p.3). 
This report offers a critical evaluation of why it is increasingly essential for hotel companies to adopt sustainable or circular business models. It aims to demonstrate clear connections between relevant theoretical frameworks—specifically, the “Triple Bottom Line (TBL), Corporate Social Responsibility (CSR), and the Circular Economy (CE)” and specific industry examples (Savitz, 2013; Nica et al., 2024, p.3). By exploring current industry trends, data, and detailed case studies of major players like Hilton Hotels, Six Senses, and The Scarlet Hotel, the report will analyse the benefits and drawbacks of sustainable practices. Finally, it will conclude with evidence-based recommendations for future strategic development, emphasising that sustainability and profitability are not opposing forces but are increasingly interdependent for long-term resilience and competitiveness in the hotel industry.
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Sustainable hospitality is underpinned by various prevailing theoretical paradigms that promote efficient resource utilisation and socially conscious business practices. These paradigms advocate a transition from traditional, profit-centric strategies to more holistic approaches that encompass environmental stewardship, social justice, and economic sustainability. (Legrand, Chen, and Laeis, 2022) The most widely employed paradigms in sustainable hospitality are the Triple Bottom Line (TBL), Corporate Social Responsibility (CSR), and Circular Economy (CE).
[bookmark: _Toc200146312][bookmark: _Toc200494653]The Triple Bottom Line (TBL)
The “Triple Bottom Line (TBL)”, initially framed by John Elkington, challenges businesses to account for performance not only by profit but also by three interdependent pillars: “environmental, social, and economic” performance (Nogueira et al., 2023, p. 1; Alhaddi, 2015). Ecological sustainability in the hospitality industry can be achieved by installing solar energy systems, reducing food waste, and utilising water-conserving technology. Social sustainability encompasses upholding ethical labour practices, procuring goods from local farmers, and promoting ethical tourism that values local communities. Economic sustainability, which is also about profitability, focuses on creating long-term value by reducing waste in operations and building brand credibility. TBL (Nica et al.,2024) believes it provides hotel companies with an opportunity to rethink their approach by assessing how they impact people as well as the planet, rather than solely focusing on profit margins. Its potential effectiveness, however, hinges on qualitative implementation; a shortcoming, as warned by Blanco-Moreno et al. (2025), exists in that most companies apply TBL in theory, with its sustainability reporting used as a branding tool rather than evidence of actual transformation.
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Corporate Social Responsibility (CSR) serves as an ethical framework for society and the natural world. In the hospitality sector, CSR is typically characterised by contributions to local economies, open employment practices, and partnerships that support community activities such as education or health (Etikan, 2024). The public commitment to Corporate Social Responsibility (CSR) by Unilever, for instance, is highlighted by Etikan (2024) as a model of ethical stewardship by businesses, serving as a benchmark that can enhance brand reputation. Hotels engaged in Corporate Social Responsibility (CSR)—utilising resources responsibly, minimising environmental degradation, and engaging with local communities—do more than meet moral expectations; they also foster increased customer loyalty. This is particularly crucial in an era when tourists are placing greater value on environmentally and socially responsible travel experiences. CSR encourages active problem-solving and aligns with the Global Code of Ethics for Tourism and UNWTO's vision for the hospitality sector to achieve the SDGs 2030 Agenda (Costa and Costa, 2022). However, CSR can also face criticism, as Velaoras et al. (2025) note, since its intangible guidelines and voluntary nature can lead to tokenism or greenwashing in the absence of accountability. 
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The Circular Economy (CE) represents a more systemic approach. It aims to replace the conventional linear "take-make-dispose" structure with a system that keeps resources and manufactured articles in constant use, thereby extending their lifespan (Kaur et al., 2024, p. 272; Kirchherr et al., 2023). In the hospitality sector, this could involve creating furniture from recycled materials, composting food waste, or recycling towels and linens (Altassan, 2022). CE addresses the waste-heavy nature of the industry and the rising demand for eco-friendly tourism. However, to implement CE effectively, there must be investments in infrastructure and intersectoral coordination. Almasri and Ying (2024) note that SMEs in the hospitality sector may struggle to secure sufficient funds to adopt CE independently. Collectively, these models provide complementary insights. TBL serves as a tool to measure sustainability performance, CSR facilitates ethical engagement with society, and CE presents practical solutions for resource efficiency. Nogueira et al. (2025) emphasise that together, these models enable hotel companies to meet stakeholder expectations, comply with environmental regulations, and pursue a competitive yet sustainable future. 
[bookmark: _Toc200146315][bookmark: _Toc200494656]Current Trends and Challenges in the Hospitality Industry
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Among the key trends driving changes in the worldwide hospitality sector today is sustainability, driven by shifting consumer values, policy regulations, and technological innovations (FOUR, 2024; López-Illán and Ibarra-Michel, 2017). The most compelling of these drivers, however, is the changing behaviour of travellers. “In a 2022 survey, Booking.com found that 71% of international travellers reported a preference for sustainable accommodations”, reflecting an increasing environmental awareness in their reservation decisions (Global Sustainable Tourism Council, 2025, p.1). 
This supports Blanco-Moreno et al. (2025), who write of increasing consumer values influencing tourism sustainability efforts, particularly among younger, eco-sensitive generations. Concurrently, governments and global organisations are implementing more rigorous environmental regulations aimed at reducing the industry’s environmental impact. For instance, measures such as carbon taxation, mandatory green certification, and compulsory waste management practices are compelling hotels to re-strategise their business. The green certification of buildings, such as LEED or Green Key, as Velaoras et al. (2025) assert, has also become highly sought after, not only for compliance reasons but also as a potential draw for clients interested in sustainability as well as for investors. In a bid to counteract such pressures, most hotels are embracing technological innovation. IoT-based energy management, bright lighting, automated HVAC control, and low-consumption water technologies, among others, have now become standard in new or renovated buildings (Anwar et al., 2024). Such technology, in addition to minimising environmental impact, furthermore, enhances service efficiency and customer satisfaction. All these trends reflect a paradigm shift towards integrating sustainability into the core strategy of the hotel business, not as a short-term tactical initiative but as a future-proof imperative.
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Although sustainability is a key priority for the hospitality industry, its implementation is often hampered by multifaceted and complex obstacles. The most significant of these obstacles lies in the substantial upfront cost of green infrastructure. It requires considerable capital funding, often beyond the reach of SMEs, to accommodate solar power systems, greywater recycling systems, and energy-efficient appliances. While demonstrable long-term cost savings may exist, most hotels struggle to justify short-term investments, particularly in price-sensitive or seasonal markets (Altassan, 2022). In addition to economic limitations, the shift towards operating in a more environmentally friendly manner can also disrupt daily business operations. Hotels must retrain their employees, reorganise their supply chains, and implement new technology within established systems (Gupta et al., 2023).  Employee flexibility, alongside institutional support, is crucial for a successful transition. However, a lack of proper organisational commitment and ad hoc training can impede this process. One of the most significant hurdles, however, is organisational resistance to change, most often from top managers or shareholders who have the authority to question the return on investment (ROI) in sustainability projects. Velaoras et al. (2025) suggest that in the absence of overt economic incentives or customer pressure, stakeholders remain cautious. Additionally, logistics-related challenges, such as the unavailability of green vendors, which is often encountered in rural or developing regions, can obstruct sustainability efforts (Almasri and Ying, 2024). To overcome these challenges, a combination of policy inducements, stakeholder education, and a visionary perspective that views sustainability as an investment rather than an expense, in terms of resilience and differentiation, must be employed.
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[bookmark: _Toc200146319][bookmark: _Toc200494660]Hilton Hotels – Sustainability Through “Travel with Purpose”
Hilton’s ESG strategy, Travel with Purpose, exemplifies a systematic approach to sustainability. The company has established 2030 goals that align with the “UN Sustainable Development Goals (SDGs) and the Paris Agreement,” as validated by the Science-Based Targets initiative (SBTi) (Nica et al., 2024, p.1). By 2023, Hilton had reported a 45.1% reduction in carbon intensity and a 26.5% decrease in water usage (from a 2008 baseline), along with a 63.7% reduction in landfill waste. Key initiatives encompass LED lighting, refillable bathroom amenities, and hydration stations in 70% of hotels. Its LightStay platform monitors environmental performance across properties, supporting the TBL and CSR principles. Hilton’s efforts—such as tree planting and millions of volunteer hours—illustrate how sustainability enhances both environmental impact and brand value while delivering cost savings (Hasek, 2024; Hilton Worldwide, 2024).
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Six Senses incorporates sustainability into its business model through a dedicated Sustainability Fund, allocating 0.5% of revenue, 50% of bottled water sales, and 100% of select donations to local environmental and community projects. This model directly channels profit into people and the planet, aligning with the Triple Bottom Line (TBL) and Corporate Social Responsibility (CSR). The funds support marine conservation, education, and wildlife protection, with strict policies in place to ensure that no funds benefit hotel profits. Additionally, Six Senses is a pioneer in Circular Economy (CE) practices, banning single-use plastics, operating organic gardens, composting waste, and utilising on-site bottling plants. “Earth Labs” further engages guests and staff in sustainability education and innovation (Six Senses, no date; Six Senses, 2020).
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The Scarlet Hotel in Cornwall (UK) sets a benchmark for eco-luxury. Built using circular economy principles, it features recycled materials, including a salvaged wood frame, copper cladding, and an aluminium roof that can be reused at the end of its life. Its design entirely omits air conditioning, instead opting for natural ventilation and high insulation. Roof gardens, LED lighting, solar thermal heating for hot water and the pool, alongside a biomass boiler, further reduce energy consumption. The hotel has also implemented highly water-efficient toilets that flush with rainwater, for example, and offers only refillable amenities, eliminating single-use plastic. This eco-conscious design has not only earned sustainability awards but has also maintained high occupancy rates, demonstrating that circular design can drive both environmental responsibility and commercial success (biophilic design, no date; Monk, 2016).
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Practising sustainability in business benefits hotels both economically and ethically. Perhaps most simply, it costs them less in the long run. The money-saving energy conservation systems and waste reduction programmes, once implemented, pay for themselves—the World Travel and Tourism Council (WTTC) (Bokhoree, 2024). For example, reports suggest that energy-efficient hotels achieve an average cost saving of 20%. These cost savings, however, come with an enhanced reputation. Velaoras et al. (2024) also note that certifications such as Green Globe have a significant impact on both guest satisfaction and loyalty. The authors further indicate that environmental certifications act as a vital link connecting operational sustainability with market competitiveness. Besides economic necessity, sustainability efforts enable hotels to adapt to increasing regulations and avoid legal penalties, while also aligning with international agendas such as the United Nations Sustainable Development Goals (SDGs). Blanco-Moreno et al. (2024) emphasise that closing challenges in these areas is essential to empower the hospitality industry with valuable information and advanced methods to address emerging environmental issues. Still, despite all these advantages, challenges persist. Arbelo et al. (2025) assert that the initial investment in green infrastructure, such as solar panels, recycled materials, or water purification systems, remains out of reach for smaller or standalone hotels. Operational interruptions can also be anticipated. 

[bookmark: _Toc200146323][bookmark: _Toc200494664]Evidence-Based Recommendations for Future Strategic Development
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In the short term, hotel owners and managers should conduct periodic sustainability audits to assess their environmental impact. Audits identify inefficiencies in energy, water, and waste stream management, providing a clear path for improvement. Training staff is necessary, as staff members must play an active role in implementing and maintaining sustainable practices (Kang et al., 2021). Training should focus on daily practices, such as reducing the use of single-use plastics, effectively managing waste streams, and improving energy efficiency. Another useful short-term step is to build relationships with sustainable and local suppliers. Supporting local activities benefits the community economically and simultaneously reduces the carbon emissions associated with goods transportation, providing more ethical and sustainable procurement (ProcuringGroup.com, 2025; NewGen Advisory, 2024).
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For long-term sustainability, investment in renewable energy must be a high priority. Wind farms and solar panels hold the capacity to substantially diminish global reliance on fossil fuels and lower long-term utility costs (Sun and Nasrullah, 2024; Bokhoree, 2024). Hotels should also invest in retrofitting their buildings with energy-efficient technologies, such as improved insulation, intelligent climate control systems, and LED lighting. New constructions ought to adopt a sustainability-oriented approach (Mulrooney, 2025; Abdou et al., 2020). Finally, the principles of the Circular Economy, including kitchen waste composting, greywater recycling, and the utilisation of recycled materials, can be implemented to establish a closed-loop system optimised for efficient resource use and minimal environmental strain.
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To support informed decision-making, hotel companies can utilise data to track the impact of their sustainability initiatives. Below is an example of raw data that can be presented as a graph:
	Category
	Baseline (2020)
	Target (2025)
	Improvement (%)

	Energy Consumption (kWh)
	1,000,000
	800,000
	20%

	Water Usage (litres)
	5,000,000
	4,000,000
	20%

	Waste Generated (kg)
	100,000
	70,000
	30%



By setting SMART goals (Specific, Measurable, Achievable, Relevant, and Time-bound), hotels can effectively manage their sustainability performance while communicating outcomes transparently to relevant stakeholders. For instance, a pledge to reduce energy and water usage by 20% and waste generation by 30% demonstrates how even modest efforts, such as installing low-flow water fixtures, implementing energy-efficient systems, and segregating waste, can yield measurable outcomes within a defined timeframe. The collected information enables comparative benchmarking among different hotel properties, aiming to enhance internal accountability and identify best practices. (Makoondlall-Chadee and Bokhoree, 2024). 
Furthermore, sustainability metrics in annual reports enhance transparency, bolster stakeholder confidence, and facilitate compliance with certification programmes, such as Green Globe or EarthCheck, which increasingly necessitate documented improvements. Ultimately, empirical information supports the advocacy for sustainability practices and validates a hotel's commitment to long-term environmental stewardship.
By setting measurable targets, hotels can track progress and demonstrate the impact of their sustainability initiatives.
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In conclusion, based on the critical examination within this report, the hospitality sector must adopt circular and sustainable business models. The conceptual paradigms of the TBL, CSR, and the Circular Economy provide a realistic basis for understanding the necessity of sustainability. Real-life examples of these models, such as those in Hilton Hotels, Six Senses, and The Scarlet Hotel, demonstrate their effectiveness. Although the high costs of implementation and business disruption present challenges, the benefits of reduced spending, maintaining a good reputation, and preserving the environment make it worthwhile; therefore, sustainability is a valuable investment. When evidence-based suggestions are implemented, hotel companies can align their business with international sustainability agendas, thereby ensuring their long-term prosperity and contribution to society. The report concludes that sustainability has evolved from a choice to a critical strategic necessity, driving both resilience and competitiveness for the future of the hotel sector.
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