\
J
I/ILZQI International Research Journal of Education and Technology

IRJEAT Peer Reviewed Journal, ISSN 2581-7795

Financial Performance Analysis of the Indian Hotel Industry: An
Empirical Study

O. Anitha
Research Scholar,
24RC0O301
Sri Krishna Arts and Science College (Autonomous),
Bharathiyar University,
Coimbatore.
Dr. K. Ramasamy
Assistant Professor & Research Supervisor,
Department of Commerce
Sri Krishna Arts and Science College (Autonomous),
Bharathiyar University,
Coimbatore.

Abstract

The Indian hotel industry has emerged as a critical component of the nation’s tourism
and service economy, contributing significantly to GDP, employment, and foreign exchange
earnings. This paper empirically evaluates the financial performance of the Indian hotel
industry by analyzing profitability, liquidity, solvency, and efficiency indicators of leading
hotel chains listed on the Bombay Stock Exchange (BSE) and National Stock Exchange (NSE).
Using secondary data from published financial reports and scholarly studies, the article
highlights trends, determinants, and challenges shaping the sector. The findings reveal that
while the industry demonstrates resilience and growth potential, structural inefficiencies, high
operating costs, and external shocks such as the COVID-19 pandemic continue to influence
financial outcomes. Recommendations are offered for improving financial sustainability

through strategic cost management, digital transformation, and diversification.
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Introduction

The hotel industry in India forms a vital component of the broader hospitality sector, serving
as a cornerstone for both domestic and international tourism. With India’s tourism industry
projected to reach USD 512 billion by 2028, hotels play a pivotal role in infrastructure
development, employment generation, and service delivery. The sector’s growth is closely
linked to rising disposable incomes, improved connectivity, and government initiatives such as
Incredible India and Dekho Apna Desh, which have enhanced the country’s global tourism
appeal.

Financial performance evaluation of hotels is essential for multiple stakeholders—investors,
managers, policymakers, and academicians—as it provides insights into profitability,
operational efficiency, liquidity, and long-term sustainability. In a competitive environment
marked by fluctuating demand, rising costs, and global uncertainties, robust financial analysis

enables informed decision-making and strategic planning.

This study empirically examines the financial performance of leading listed hotel companies

in India, with a focus on:

e Indian Hotels Company Limited (IHCL — Taj Group), the largest player with a

diversified portfolio across luxury, upscale, and mid-market segments.

e EIH Limited (Oberoi Group), renowned for its luxury positioning and premium

service standards.

e ITC Hotels, which operates under a diversified model, integrating hospitality with

ITC’s FMCG and lifestyle businesses.

By analyzing key indicators such as revenue growth, occupancy rates, average room rentals
(ARR), RevPAR (Revenue per Available Room), and EBITDA margins, the study seeks to
highlight comparative strengths and weaknesses of these companies. The findings will

contribute to understanding how Indian hotels are adapting to evolving market dynamics,
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balancing expansion with efficiency, and positioning themselves for sustainable growth in the

global hospitality landscape.

Objectives of the Study

1. To analyze the financial performance of selected Indian hotel companies using key

ratios.
2. To identify firm-specific determinants influencing profitability and efficiency.
3. To evaluate the impact of external factors such as economic cycles and pandemics.
4. To suggest strategies for enhancing financial sustainability in the sector.
Literature Review

o Sivakumar & Raja (2015) found that Indian hotels rely heavily on financial measures
such as return on assets and net profit margins, with limited integration of non-financial

performance metrics.

e Borugada & Sattibabu (2019) emphasized the role of financial modelling in

forecasting hotel performance, highlighting the importance of valuation techniques.

e Sonietal. (2022) identified firm-specific determinants such as leverage, size, and

liquidity as significant predictors of hotel performance in India.

These studies collectively underscore the need for empirical evaluation using robust financial

indicators.
Methodology

o Data Source: Secondary data from annual reports of IHCL, EIH, ITC Hotels, and other
listed firms (2015-2023).
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o Tools: Ratio analysis (profitability, liquidity, solvency, efficiency), trend analysis, and

comparative evaluation.

e Scope: Focus on financial performance rather than customer satisfaction or operational

Indicator IHCL (Taj) EIH (Oberoi) ITC Hotels
Net Profit Margin (%) 6-10 5-7 8-11
ROA (%) 4-5 34 5-6
Debt-Equity Ratio 0.8 0.9 0.7
EBITDA Margin (%) 18-20 16-18 20-22
Occupancy Rate (%) 68 65 70
metrics.

Financial Performance Analysis
1. Profitability Ratios

e Net Profit Margin (NPM): [HCL reported an average NPM of 8-10% post-COVID

recovery, while EIH maintained 6—7%.

e Return on Assets (ROA): Hotels showed modest ROA (3—5%), reflecting high asset

intensity. diversified operations.
o EBITDA Margins: ITC Hotels consistently achieved higher margins (20-22%) due to

Comparative Table: Key Financial Indicators (2018—-2023)

2. Liquidity Ratios
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Current Ratio: Most hotels-maintained ratios between 1.2—1.5, indicating adequate

short-term liquidity.

Quick Ratio: Lower quick ratios (0.6-0.8) highlight dependence on inventory and

receivables.

3. Solvency Ratios

Debt-Equity Ratio: I[HCL’s debt-equity ratio declined from 1.2 in 2018 to 0.8 in 2023,

showing improved capital structure.

Interest Coverage Ratio: Strong recovery post-2021, with ITC Hotels reporting

coverage above 4.

4. Efficiency Ratios

Asset Turnover: Hotels recorded asset turnover ratios of 0.4-0.6, reflecting

capital-intensive operations.

Occupancy Rates: Average occupancy rose to 65-70% in 2023, signalling demand

recovery

Sources:

Determinants of Financial Performance in the Indian Hotel Industry

1. Firm Size

Economies of Scale: Larger hotel chains such as Indian Hotels Company Limited
(IHCL) enjoy cost advantages due to bulk procurement, centralized marketing, and

standardized operating procedures.

Brand Recognition: Size enhances visibility and customer trust, allowing firms to

command premium pricing and higher occupancy rates.
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Market Reach: Bigger chains can diversify geographically, reducing dependence on a

single market segment and mitigating regional risks.

Example: IHCL’s portfolio of over 390 hotels enables it to spread fixed costs across

multiple properties, improving profitability.

2. Leverage

Moderate Debt: A balanced capital structure allows hotels to finance expansion while

maintaining healthy returns on equity.

Risk of Over-Leverage: Excessive borrowing increases interest obligations, which can

erode margins during downturns.

Investor Perspective: Debt levels are closely monitored by stakeholders as indicators of

financial stability.

Example: Many Indian hotel companies adopted cautious leverage strategies post-

COVID, focusing on asset-light models to reduce debt exposure.

3. Diversification

Business Integration: ITC Hotels benefit from ITC’s diversified portfolio in FMCQG,
paperboards, and lifestyle products, which cushions the hospitality segment against

cyclical downturns.

Revenue Stability: Cross-subsidization from other business units ensures steady cash

flows, even when hotel revenues fluctuate.

Strategic Advantage: Diversification allows ITC Hotels to invest in sustainability and

green initiatives, enhancing brand equity.

Example: ITC’s hospitality earnings are stabilized by its strong FMCG segment, which

contributes significantly to overall group profitability.

4. Technology Adoption
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Digital Platforms: Online booking systems, mobile apps, and Al-driven revenue

management tools optimize pricing and improve customer convenience.

Operational Efficiency: Automation in housekeeping, inventory management, and

customer service reduces costs and enhances guest satisfaction.

Data Analytics: Predictive analytics help hotels forecast demand, adjust room rates

dynamically, and maximize RevPAR (Revenue per Available Room).

Example: IHCL and Oberoi have invested heavily in digital transformation, including

loyalty apps and Al-based pricing strategies.

5. External Shocks

COVID-19 Pandemic: The hospitality sector faced unprecedented challenges, with
revenue declines of 60—70% in 2020 due to lockdowns, travel restrictions, and reduced

consumer confidence.

Vulnerability: Hotels are highly sensitive to global crises—pandemics, geopolitical

tensions, and economic recessions—because they directly affect travel demand.

Recovery Strategies: Post-pandemic, hotels adopted flexible booking policies, hybrid
business models (staycations, work-from-hotel packages), and cost rationalization to

regain stability.

Example: IHCL reported sharp declines in FY2020 but rebounded strongly in FY2022—

23 with double-digit revenue growth, showcasing resilience.

Challenges Facing the Industry

High Operating Costs: Labor, utilities, and maintenance expenses reduce margins.
Seasonality: Demand fluctuates with tourism cycles.

Competition: Rising mid-scale and budget hotels intensify price wars.

Regulatory Burden: GST rates and compliance costs affect profitability.

Global Risks: Pandemics, geopolitical tensions, and currency fluctuations.
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Strategic Recommendations

1. Cost Optimization: Adopt lean management and energy-efficient practices.

2. Digital Transformation: Invest in Al-based dynamic pricing and customer analytics.

3. Diversification: Expand into wellness tourism, serviced apartments, and food delivery.

4. Sustainability: Implement green initiatives to attract eco-conscious travelers.

5. Financial Prudence: Maintain balanced debt structures and strong liquidity buffers.
Conclusion

The empirical evaluation reveals that the Indian hotel industry demonstrates resilience and

growth potential, supported by rising tourism demand and strategic diversification. However,

profitability remains constrained by high operating costs and external shocks. Financial

sustainability requires a balanced approach combining cost efficiency, technological

innovation, and diversification. Policymakers must support the sector through favourable

taxation and infrastructure development, while hotel companies should embrace digital and

sustainable practices to strengthen long-term performance.
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