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Ethical Decision Making in Hospitality Businesses 

 

Abstract 

Acting right really matters in the hospitality biz. It affects if guests trust you, how happy your 

staff is, and what people think of your brand. This paper looks at how hotels and travel 

companies deal with tricky situations, like booking too many rooms, sneaking in extra 

charges, treating workers fairly, and keeping guests safe. 

  

It checks out how these businesses try to be good guys while still making money. The paper 

talks straight about tough choices managers have to make and what happens if they mess 

up, hurting their reputation and losing customers. It uses real stories from Airbnb, Marriott, 

and some smaller hotels to show what happens when companies do the right – or wrong – 

thing. In the end, the paper suggests an easy-to-follow plan for making good choices in the 

hospitality world. 

 

 

Introduction 

In the hospitality biz, doing what's right is super important. Hotels and travel spots are all 

about making money, giving good service, and being cool with society. Every day, they deal 

with guests, workers, suppliers, and the local area, so being ethical keeps them going strong. 

Stuff like how they handle booking too many rooms, being upfront about prices, taking care 

of staff, and keeping guests safe really impacts if customers trust them and what people 

think of their brand. These days, with online reviews and everyone on social media, messing 

up ethically can trash your name and your bank account real fast. But if you do put ethics 

first, you'll probably win big with loyal customers, happy employees, and a good rep. 

Managers in hospitality often have to make tough calls, trying to balance making money 

with doing what's right for everyone involved. Let's talk about how these orgs handle tough 

questions, build ethical vibes, and get through tricky situations. We’ll check out some real 

stories to show how being ethical really affects how people see you and whether they trust 

you . 
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2. The Role of Ethical Decision-Making in Hospitality Organizations 

In the hospitality biz, making good ethical calls is super important for building trust, keeping 

a good name, and sticking around for the long haul. Since this industry is all about people, 

doing what's right really impacts how we deal with customers, workers, suppliers, and the 

community. Things like fair prices, honest ads, keeping data safe, treating employees well, 

and caring for the environment – all of that helps build trust and keeps customers coming 

back. 

 Good, upstanding leadership makes for a better workplace, which means fewer fights, less 

turnover, and less bad behavior. It also means everyone is responsible and open. When 

dealing with customer gripes, health and safety stuff, or being respectful of different 

cultures, using good judgment makes sure we do what's legal and what's right. Also, being 

ethical means being a good corporate citizen by doing things sustainably and respecting 

everyone involved. If hospitality places always put ethics first, they're in a good spot to 

handle problems, look good to the public, and do well over time, especially since customers 

care more and more about ethics. 

 

2.1 Importance of Ethics in Service-Based Industries 

Ethics are super important in service businesses. These businesses depend a lot on trust and 

good relationships with their clients. Unlike selling things, services are harder to see and 

touch. So, people trust service providers to be honest and professional. When you're 

ethical, you treat customers fairly, protect their information, and are responsible with 

pricing and quality. This helps companies gain trust, make customers happy, and look good. 

Also, when you're ethical, workers feel better about their jobs. It also helps prevent issues 

like disagreements, fraud, and legal problems. By being ethical, service companies can grow 

in a way that lasts, meet what society expects, and help their communities. 

 

2.2 Stakeholders in Hospitality Ethics 

Anyone touched by what hotels and restaurants do are hospitality ethics folks. This means 

guests, workers, owners, suppliers, the town nearby, and the government. Guests want to 

be safe and treated well. Workers want decent pay, safe jobs, and a fair shot. Owners want 

good management, profit, and a solid name. Suppliers need square deals and on-time pay. 

Towns are affected by how hotels treat the environment, whether they hire locals, and if 
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they respect local culture. Government makes sure everyone follows the rules. Good 

choices in hospitality means balancing everyone's needs to build trust and be responsible. 

 

3. Ethical Challenges in Hospitality Businesses  

The hotel, restaurant, and tourism biz has some tricky ethical spots that can really mess with 

how people see a business and whether they trust it. Things like treating workers fairly, 

getting supplies responsibly, caring about the environment, and keeping guest info safe are 

super important. Also, it's key to be respectful of different cultures. Being upfront about 

costs and marketing honestly matters big time for staying honest when you're dealing with 

customers from everywhere. Getting through these tough spots means finding the right 

balance between making money and doing what's right. If you don't act ethically, you could 

wind up in legal trouble. Nobody is going to want to stay at your place. Tackling these 

ethical problems head-on is a must if you want to make it in the long run. 

 

3.1 Overbooking Practices 

 

So, airlines and hotels often overbook to make more money because they know some 

people won't show up. They sell more tickets or rooms than they have. This way, they try to 

fill every seat or room. 

 But, if too many folks actually show up, it can make people upset, delay things, and hurt the 

company’s image. To fix this, businesses might give vouchers, better rooms, or other 

options to get some people to give up their bookings willingly. 

Many countries have rules about overbooking, so companies must pay customers if they 

can't honor their reservations. Basically, overbooking is a balancing act. Companies try to 

make the most money while keeping customers content. This means they need to predict 

things well, be fair, and talk to customers clearly to keep their trust. 

 

So, airlines and hotels often overbook – they sell more tickets or rooms than they actually 

have, betting that some people won't show. It can make them more money, but it does 

bring up some tough questions. Is it really fair? Are they being upfront about it? Do they 

respect their customers? 
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Basically, they're choosing between making as much money as possible and treating people 

right. Kicking someone off a flight or out of a hotel room they booked is a bad experience, 

and can hurt a company's image. You could say overbooking helps the company and most 

customers, but it really hurts the unlucky ones who get bumped. Also, some people believe 

companies should just stick to their promises. Overbooking breaks that promise to 

customers. 

  

The best way to handle this is to be open about the possibility of overbooking, offer good 

compensation if it happens, ask for volunteers to change their plans, and have a backup plan 

to fix any problems. Companies should really focus on being honest, treating everyone 

fairly, and keeping customers happy. They need to find a balance between running things 

efficiently and making sure overbooking doesn't cross ethical lines or mess up their 

relationship with customers in the long run. 

 

3.2 Hidden Fees and Price Transparency 

Hidden fees and not being upfront about prices? That's a big no-no. It breaks people's trust 

and makes it hard to make smart choices. When companies advertise cheap prices but then 

sneak in extra charges later on, it feels shady. It's not very honest or fair to customers.sThink 

about it: hidden fees can mess up a lot of customers. The short-term profit a company gets 

isn't worth the trouble. There are other views too that say it's wrong to treat customers like 

they're just a way to make money. They deserve to know exactly what they're paying for. 

  

Being open about prices goes hand in hand with responsibility, which means businesses 

should act the right way. If companies don't tell you the full cost, they risk damaging their 

reputation, facing lawsuits, and losing customers. 

  

Ethically speaking, businesses should be clear about their pricing. They should tell you about 

any extra fees right away and make sure their ads show you the total cost. Being upfront 

about prices is the right thing to do, and it builds trust and good relationships with 

customers that last. 

 

3.3 Employee Treatment and Labor Practices 
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We're all about treating our employees right. We stick to the rules, respect human rights, and 

follow global standards in how we handle our people. 

  

We make sure everyone has a safe and healthy place to work. We check for risks, train 

people on safety, and make it easy to report any issues. We don't play favorites when it 

comes to hiring, promotions, or pay. We want all kinds of people working here, from all walks 

of life. 

  

We pay fair wages, keep work hours reasonable, and offer decent benefits so people can 

have a good life outside of work too. If the law allows, workers can join together to discuss 

things with us. We also offer training and development programs so people can get better at 

their jobs, grow in their careers, and actually like what they do. We're always open to hearing 

what employees have to say so we can fix problems fast and make our workplace even 

better. 

 

 

3.4 Guest Safety and Security 

Keeping guests safe is super important for any good hotel. Places need to have rules about 

safety, check for risks often, and teach their staff how to stop accidents and deal with 

problems fast. Things like having working fire alarms, exits that are easy to find, good lighting, 

and checking machines all the time are key. 

  

To keep things secure, hotels should control who comes in, use cameras, and have good locks 

to protect guests and their stuff, but also be cool about their privacy. Staff should learn to 

spot weird stuff, handle fights without freaking out, and help if someone gets sick or there's a 

security issue. 

  

Cleanliness is also a big deal for keeping guests healthy, especially where everyone hangs out. 

Telling people about safety stuff clearly, by talking and with signs, makes them feel better 

and trust the place. If hotels keep things safe, secure, and watched over, they'll have fewer 

problems and guests will be happier and think the hotel is great. 
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4. Creating Ethical Cultures in Hospitality Organizations 

It's super important for hotels and restaurants to be ethical. It builds trust, makes things fair, 

and helps them do well for years to come. The hospitality biz is all about people, so what 

these businesses do every day impacts their staff, customers, the local area, and how people 

see the brand. An ethical culture means everyone shares the same values, like being honest, 

respectful, responsible, and open. This guides how they act at work. 

  

When leaders show they're ethical and make sure rules are clear in policies, training, and 

how decisions are made, employees will probably do the right thing without hesitation. In the 

hospitality world, staff often face tough moral choices about customer service, how they 

treat workers, diversity, and being eco-friendly. A solid ethical culture helps businesses find a 

good balance between making money and being socially responsible. Really, ethics isn't just 

about following the rules. It's about making a workplace where doing the right thing is just 

what people do, which improves the guest experience and makes the business better. 

 

4.1 Leadership and Ethical Role Modelling 

To build trust and make an org do well for a long time, you need good leaders who act 

ethically. Good leaders don't just set targets; they show everyone what's important through 

their actions. If they're consistent, open, and fair, they shape the company culture and how 

choices are made. 

  

Ethical leaders make expectations clear, push for honesty, and help people do the right thing, 

even when it's hard. When leaders do what they say they will, people trust them and want to 

follow them. As a result, moral leadership makes people better and encourages good habits, 

strong bonds, and shared goals in companies and communities. 

 

4.2 Codes of Ethics and Training 

Ethics rules and training are super important for guiding how people act at work and making 

sure things are done the same way across different companies. Ethics rules lay out clear 

beliefs and what's expected, so people can make good choices when things get tricky. But 

just having these rules isn't enough. People need good training to really get them and use 

them right. Training turns those rules into real-life actions. It gives workers the know-how to 

spot tricky situations, follow the rules, and do the right thing. Together, ethics rules and 
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training help people be responsible, make them think about ethics, and make the whole 

company better by getting everyone on the same page about what's right. 

 

4.3 Aligning Ethics with Business Objectives 

Making sure your ethics match your business goals is super important if you want to do well 

for a long time these days. When you have strong ethics, it helps you make good choices, 

shapes how things work at your company, and affects what people think about you. 

  

If you chase after business goals without thinking about ethics, you might mess up your 

reputation, get in trouble with the law, and lose people’s trust. But when you mix ethics into 

your plans, it can make your company more valuable in the long run because it makes you 

responsible, fair, and reliable. 

  

Having good ethics also helps you avoid risks, makes your employees happier, and creates 

better bonds with customers, investors, and the community. Instead of holding you back, 

ethics can actually be a secret weapon that boosts your creativity and helps you beat the 

competition. So, matching your ethics with your business goals isn’t just the right thing to 

do—it’s also key to running a strong and successful company. 

 

5. Ethical Dilemmas Faced by Hospitality Managers 

Hospitality managers often run into tricky ethical situations that test their judgment, values, 

and what's expected of them at work. Because they work in a field all about serving people, 

interacting with them, and dealing with different cultures, managers have to juggle what 

guests, workers, owners, and the community want. Ethical problems pop up with how 

employees are treated, fair pay, keeping customer info private, eco-friendly practices, safety, 

and being truthful about marketing and prices. The choices made in these cases can really 

impact a company's image, how workers feel, and how well things go in the future. With 

more competition and people watching closely, being an ethical leader is super important in 

hospitality now. Understanding these problems makes it easier for managers to make good 

calls that build trust, fairness, and good business practices that last. 

 

5.1 Profitability vs. Guest Satisfaction 
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 In the hotel biz, it's always a juggling act to keep both the money coming in and the 

customers happy. You want to make as much as you can while keeping costs down, maybe by 

tweaking prices or getting your staff to upsell. But if you get too greedy, folks will notice, get 

annoyed, and might not come back – plus, they'll trash you online. 

  

On the flip side, if you throw tons of money at fancy stuff, training, and over-the-top service, 

you might boost happiness, get good word-of-mouth, and build loyalty. But it can get 

expensive. 

  

The trick is to find the sweet spot which is to get a balance and where you can save cash 

without dropping the ball on service. Using stuff like customer reviews, booking info, and 

how people spend their money to find out what’s worth investing in and what’s not.If you 

want to be profitable, you need returning customers. In the hospitality world, long-term 

success really depends on making sure people have a great time so they remember you and 

become loyal fans. 

 

5.2 Cost Control vs. Employee Welfare 

It's really tough for companies to keep costs down while also keeping employees happy. Of 

course, cost control is all about cutting costs and being as efficient as possible. But if you 

focus too much on that, it can make workers feel bad, less interested in their jobs, and less 

productive. If a company cuts too many corners – like skimping on benefits, training, or 

forcing longer hours – it might look good on the books for a little while. But in the long run, 

they could lose good people. 

  

On the flip side, when a company does spend money on taking care of its employees – with 

good pay, health stuff, flexible schedules, and chances to learn and grow – people are 

happier, more loyal, and do a better job. The trick is to find a way to be smart about money 

without making employees suffer. Companies can do this by focusing on spending that really 

matters, finding ways to save money that don't hurt employees, and building a company 

culture where employees feel like they're part of the team and its success. For a company to 

really succeed, it needs to be careful with its money, but also have happy, motivated 

employees. 
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5.3 Compliance vs. Competitive Pressure 

Businesses often struggle to deal with following the rules and trying to beat the competition. 

Following the rules means sticking to laws and being ethical, which keeps things safe and 

sound in the long run. It's all about being careful and responsible, with checks and balances in 

place. 

  

But then there's the pressure to be the best, which makes companies want to be fast, come 

up with new stuff, and grab as much of the market as they can. Sometimes, this leads to 

cutting corners, and that can mess with keeping things legal. If a business is in a super-

competitive business, it might be really tempting to cheat a little to save money or get 

products out faster, even if it means not following all the rules. 

  

It's important to get the mix right. If a business cares too much about following the rules, it 

might not be able to come up with new ideas quickly. But if it ignores the rules, it could get 

hit with fines, a bad reputation, or lawsuits. The best businesses make following the rules 

part of their plans, making ethical behavior part of how they do things every day. If a business 

can make rule-following help it get ahead instead of holding it back, it can stay honest and 

still do well in a fast-moving business. 

 

6. Case Studies of Ethical Decision-Making in Hospitality 

  

Airbnb got big pretty fast, changing how people travel by letting homeowners rent out their 

places. But with that growth came some tough ethical questions that really put the 

company to the test. 

  

One biggie was hosts discriminating against guests. Some hosts turned down people 

because of their race, where they came from, who they loved, or other things they shouldn't 

be judged on. Some studies and stories from users showed that hosts would reject guests 

with names that sounded African-American or profiles that seemed non-Western. People 

got angry and said Airbnb was letting discrimination happen. 
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This made for a tricky situation. Should Airbnb stay neutral and let hosts do what they want 

with their property, or should they step in and make sure everyone gets a fair shake? Airbnb 

decided that staying neutral when discrimination was happening just wasn't right, both 

morally and for their image. 

  

So, they started the Airbnb Community Commitment and a policy that said everyone – hosts 

and guests – had to treat each other fairly. They also made training mandatory to cut down 

on bias when people booked places. Plus, they changed how the search worked so hosts 

couldn't see guest photos until after they accepted a booking. They did that to help stop 

unconscious bias, even though it made booking a bit harder and created some tech 

problems. 

Okay, so there's also the issue of how Airbnb affects housing costs and communities. Lots of 

places, like Barcelona, Berlin, and New York, had people saying Airbnb made housing more 

scarce and drove up rents because it gave landlords a reason to switch from regular rentals 

to short-term tourist stays. People were saying Airbnb's setup was hurting local 

communities and making it harder for people to find affordable housing. 

So, Airbnb had to pick between helping hosts make as much money as possible and being a 

good neighbor by trying not to push residents out. In some areas, Airbnb teamed up with 

local governments to put rules in place, like limiting how many nights a place could be 

rented out, making sure people registered their rentals, and sharing data to keep an eye on 

things. 

While these actions didn't solve everything, they did show Airbnb was trying to deal with 

community worries by balancing business with what's good for the public. Because of 

problems like these, Airbnb's way of handling ethical questions changed from just reacting 

to problems to actually planning ahead. They started to get that being ethical in the 

hospitality business means more than just making money; it also means being fair, caring 

about the community, and running things in a way that lasts. 

 

Impact of Ethical Decisions on Reputation and Customer Trust 

Ethics really matters for a company's image and keeping customers happy. If a business is 

honest, fair, and open, people see it cares, which builds trust and keeps them coming back. 

But if a company does bad things – like lying in ads, misusing info, or mistreating workers – 

word gets around fast. This can hurt their image, cause problems on social media, and lose 

them business. 
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When a company is known for being ethical, it draws in customers, employees, investors, and 

partners. Plus, playing it straight helps avoid legal problems and makes the company more 

believable versus its rivals. Basically, when companies make ethics part of their choices, it 

creates a win-win situation: trust leads to a better reputation, which boosts customer loyalty 

alongside steady growth. These days, with everyone being so aware. 

 

8. A Framework for Ethical Decision-Making in Hospitality 

 

Step Action Example 

1. Identify issue 
Recognize ethical 

dilemma 
Guest reports discrimination 

   

2. Gather info 
Collect facts and 

policies 
Review incident, policies 

3. Identify 

stakeholders 

Determine affected 

parties 
Guest, staff, management 

4. Consider 

principles 
Apply ethical values Respect, fairness, transparency 

5. Explore 

alternatives 
Develop options Apology, training, policy change 

6. Make decision Choose ethical action Provide apology & staff training 

7. Implement 
Take action & 

communicate 
Issue apology, conduct training 

8. Reflect & 

evaluate 
Assess effectiveness 

Monitor guest satisfaction, policy 

improvements 

 

9. Conclusion 

 

In the hospitality business, making ethical choices isn't just some idea; it's super important for 

how people see the company, how happy guests are, and how employees feel. Since this 
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business is all about trust, good service, and people skills, being ethical is key in every choice 

you make. 

  

Managers and workers often face tough calls about being fair, honest, and responsible. This 

can be anything from keeping guest info safe to treating employees right and using eco-friendly 

practices. If you handle these situations well and honestly, you'll do better in the long run and 

keep everyone happy. 

  

Having a clear plan for making ethical choices helping hospitality folks act the right way. This 

plan should be based on what the company believes in, clear rules, and constant training. A 

good ethical culture not only lowers the chances of legal problems or a bad rep but also makes 

employees more involved and guests more trusting. Plus, when you mix ethical thinking with 

how you run things, it helps with being eco-friendly and socially responsible, which more and 

more customers and employees care about. 

  

In the end, how well ethical decision-making works in hospitality depends on leaders who take 

charge, know what's right, and promise to do it, even when it's hard. Companies that put ethics 

first create places where everyone is treated fairly and with respect. As the industry keeps 

changing, being able to make smart, ethical choices will set apart the successful, responsible 

companies from those that cut corners for a quick buck. 
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