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This report, aims to discuss the effect of digitalisation in the hospitality and tourism industry with reference to innovation like AI, mobile application, and robotic automation. In the report the PESTEL analysis is employed to evaluate the industry in terms of political, economic, social, technological, environmental, and legal factors that affect the adoption of digital solutions. It also provides insights into what industry players have done and what have been the issues of cost, data protection, and human touch. The report concludes with future policy recommendation where it is clear that for policies to work well in the future there is need to strike a balance between the integration of technology, improvement of cybersecurity measures and that of sustainability to achieve long-term positive results in the modern world.


Contents
Acknowledgement	2
Abstract	3
Introduction	5
Literature Review	6
Application to the Hotel and Hospitality Sector PESTLE Analysis	9
Future Policy and Management Recommendations	12
Conclusion	14
References	15




[bookmark: _Toc180405002]Introduction 
The selected contemporary topic for this report is digital transformation in the hospitality and tourism sector, which has become very popular in the recent past. Digital transformation means the digitisation of all organisational processes and interactions between companies and their customers. This theme is especially relevant to the hotel and hospitality industries because as a result of the increased use of technology in meeting the modern consumer needs and demand. In the hospitality industry, new technologies like AI, mobile applications, automation, and data analytics are adopted to change the ways of its functioning and the ways it communicates with the customers. Be it AI chatbots for instant customer service, mobile check-ins, or keyless room entry, digital transformation is the new guest experience that’s revolutionising the convenience, personalisation, and operational efficiency of hotels. Furthermore, the COVID-19 pandemic has made organisations embrace digital solutions especially touchless services since safety and efficiency are important aspects.
The hospitality industry as an industry that has been long associated with a great amount of human touch is gradually turning to technological solutions for improving guest satisfaction as well as service delivery. This change is not only a result of the consumers’ new demands, but also a requirement for the hotels to stay competitive in the future where a large part of the business would be based on the data.


[bookmark: _Toc180405003]Literature Review 
Literature Review: The Impact of Digital Transformation in Hospitality and Tourism
According to the Busulwa et al (2022) digitalisation is already transforming the hospitality and tourism industry, its operations, guests and its business models. At the heart of this change is the emergence of artificial intelligence (AI), mobile, and automation, all of which are rapidly disrupting the way that hospitality enterprises are improving customer value propositions and organisational performances.
Tajeddini et al (2019) stated that artificial intelligence is one of the most effective technologies to have been implemented in the hospitality industry. Chatbots and virtual assistants have made it now possible for businesses to offer customer support around the clock as they attend to customer inquiries in real-time. It also helps to improve the guests’ satisfaction since guests are provided with recommendations, bookings and concerns are solved using this technology without the involvement of a human. According to the Konstantinova (2019) Use of AI make it possible for hotels to deliver specific services throughout the customer’s stay and hence enhance customer satisfaction and loyalty. Apart from improving the experience of the guests in the hotel, application of AI has also been extended to the internal processes. AI systems can also be useful in analysing data for estimating the timing of maintenance, the distribution of resources and improving the decision-making process. Jabeen et al (2022) For example, it is possible for the AI to assist the hotels to set the right prices for their rooms by analysing the market trends and the demand. In these applications, AI assists hospitality organisations to run their operations effectively while at the same time providing high levels of customisation that will assist them to generate more revenues.
According to the Balula et al (2019) other key focal areas of digitalisation within the hospitality industry include mobile technology that is now an essential tool for improving the guest experience. Mobile application has become a common norm in the hotels to provide facilities like key-less room entry, mobile check-in/check-out, service update notifications etc. Such applications offer guests comfort and self-sufficiency, as all the processes associated with their stay are controlled through an application on their smartphone. Imtiaz et al (2019) discusses that this shift toward mobile platforms is in line with the expectations of the new-generation travelers who are more tech-savvy and prefer a more customised experience.  Hotel apps are an opportunity to gather a great deal of useful information regarding guests’ preferences and actions. Based on this data, industries can tailor their services and products, and special promotions, thus providing guests with better services. Further, mobile technology leads to operational effectiveness because it replaces face-to-face contacts, coordinates activities, and allows the hotel to run with less human resource. In the post COVID-19 era, this has become even more critical given that contactless services remain preferred among consumers.
Cheng et al (2023) stated that another area where automation is also finding increasing application is in enhancing business productivity and thus cutting on costs in the hospitality industry. It is common to hear hotels use technologies in checking-in, ordering for food or even managing the housekeeping services. Such systems help businesses work more effectively, minimise mistakes and guarantee customers a similar level of service. For instance, check-in and check-out kiosks free the guests from the inconvenience of waiting in queues at the reception desk. Besides the application of technology in the front of the house, back end procedures are also experiencing technological breakthrough. Adekuajo et al (2023) An example of automation in energy control includes smart thermostat and smart lighting that ensure energy is conserved depending on the number of people in the hotel. This not only reduces expense but also reflects the sustainable factors that are considered as effective trends in the hospitality industry both by the guests and owners. These processes can be automated so that the hotels can work on improving the experience of its clientele.
According to the Abbasian Fereidouni et al (2019) however, this study identifies some challenges that digital transformation poses to the hospitality industry. A major issue is the cost of introducing these complex technologies for instance, Artificial intelligence and automation. The problem that less significant enterprises can face is the lack of competition with the large hotel chains that have the necessary funding for such innovations. This means that there is constantly need to add on to the capital outlay for maintenance and upgrades, which is an additional cost that most organisations operating on thin margins cannot afford.  According to the Schönherr et al (2023) the other issue that can be expected is that the bar can make guest services seem impersonal. On the positive side, AI and automation can help save time and make work easier, but the downside is that it will reduce the human interaction that is central to hospitality. According to the Högberg (2021) the managers of hotels need to find the balance of incorporating the technological aspect into their business and at the same time retaining the social aspect as a measure of catering for the needs of the many guests who would still prefer to feel that someone cared for them by offering them a warm smile or a warm word besides the room service.
According to the Bhaskar et al (2022) Privacy and security of data are also some of the largest issues that can be named. The more hotels gather personal information from online systems, the more exposed they are to hackers and fraudsters. It is crucial to ensure customer data and follow data protection laws and act as a safeguard against reputational risks. It only multiplies the challenges for business that operate in different regions of the world for instance when dealing with the General Data Protection Regulation (GDPR). Credible cybersecurity and following the regulations provided by data protection laws are crucial for maintaining customer confidence that share their personal data online.
Ziyadin et al (2019) stated that thus, it can be concluded that the part of digital transformation in hospitality is a promising area which will develop due to the progress of emerging technologies. Smart hotel rooms refer to the Internet of Things IoT which provides high chances of developing hotels with smart rooms whereby guests can operate various devices using a single interface. Cryptographic applications of the blockchain concept may lead to the radical transformation of secure payments and loyalty programs with more transparency and security for the businesses and the customers. Çeltek, (2024) However, as more organisations adopt digital change, it will vital to overcome the concern in cost, data, and human factor in the guest services. The future of hospitality is all about managing change and the place of technology as well as the human touch to deliver what the customers want in the new world.
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In the hotel and hospitality industry, digital transformation has occurred and changed the ways of AI, mobile, and automation. Applying the PESTEL analysis allows to determine how this modern topic affects the sector taking into account political, economic, social, technical, environmental, and legal aspects (Indeed Career Guide, 2024).
Political Factors: The political factors are mainly centred on rules and policies formulated by the government regarding digitalisation. The government is paying much attention to data and protecting it, as we have seen with the GDPR norms set down. Hotels are bound by these regulations and need to invest in the protection of their systems and educating employees about security threats. Failure to adhere to any of these can lead to penalties in the form of fines as well as loss of reputation. Also, the governments of many regions subsidise the use of energy-efficient and sustainable technologies which are relevant to digital transformation in sustainability and operations. Such factors put pressure on the hospitality business organisations to consider the cost of compliance when adopting the new technologies (Sarfraz et al., 2023).
Economic Factors: Digital transformation in the hospitality industry has a significant economic effect. The integration of AI and automation is not cheap in the beginning, but the advantages brought are indisputable. Automation leads to the reduction of labour costs for instance self-check-in and check-out kiosks reduce the use of staff in the process hence enhancing customer experience (Farías et al., 2021). AI can be used in pricing, inventory control, and even guest behavior prediction, thereby increasing the revenue. Further, there are services that can be delivered through mobile applications which may help guests to improve satisfaction with their stay. However, the issue of implementing such technologies proves to be expensive for smaller hotels and hence they are at a disadvantage compared to large chain hotel companies (Pasca et al., 2021).
Social Factors: This is in line with social drivers where customer demand for digital services pressure organisations into embracing digital solutions. Today’s travellers and especially millennials are value convenience and personalisation, both of which mobile apps and AI services can offer. Right from the check-in through to the personalisation of the rooms, hotels have to provide these expectations to remain relevant. The COVID-19 pandemic in particular has pushed for the adoption of such technologies because of the new trend of a contactless experience (Adeyinka-Ojo et al., 2019).
Technological Factors: The adoption of technologies is at the core of digital transformation, where AI and automation dominate the process. Customer relation and organisational performance is enhanced through the use of AI in that guest relations are automated and internal functions enhanced. For instance, chatbots perform customer service interactions in real-time, while AI algorithms determine how prices of rooms and energy should be allocated (Nam et al., 2021). Mobile technology is also a significant enabler as guests can use applications to operate their stay through smart applications that include doors to the rooms, application ordering services, and setting preferences. Nonetheless, the fast-evolving technology is a concern to hotel business since they require regular upgrade to maintain competitiveness, and any breakdown in technology affects service delivery and guest satisfaction (Malheiro et al., 2020).
Environmental Factors: The hospitality industry is benefiting from digital transformation with regard to measures toward sustainability. For instance, energy efficient devices like those of lighting and air conditioning are managed by the smart energy systems in hotels to minimise energy use. This not only meets the current trend of consumer consciousness in environmental conservation but also reduces operating expenses (Alrawadieh et al., 2021). The use of digital technologies also assists the hotel in the monitoring of the resources used in the organisation to reduce wastage, thus enhancing the achievement of the sustainability objectives. However, there are some issues: for instance, the electronic waste produced as hotels improve their technological equipment. Disposal or recycling of obsolete equipment is considered as the part of the sustainability management plan of any hotel (Zaragoza-Sáez et al., 2022).
Legal Factors: Of all the legal issues relating to the digital environment, the most significant ones are those related to data security. Since most hotels have started adopting technology to capture and store guests’ information, the probability of hacking attacks is high. It is important to safeguard this information to ensure guest confidence and meet legal requirement such as GDPR. Lack of protection of personal information results in legal consequences and fines. Hotels must also pay closer attention to the technological aspect of their business so as to be well protected from the ever-increasing threats, which is an added expense on operations (Ivanov et al., 2022). 
Industry Response and Reflections
The hotel industry has been relatively quick to adopt digital technologies with most of the larger hotel chains already using AI, automation and mobile technologies. Marriott and Hilton have expanded the facilities that include mobile check-in and check-out, chatbots, and personal services so that tech-savvy customers could value them. They not only enhance the value of customers, but also enhance the management effectiveness of these hotels; therefore, these hotels are more competitive (Kumar et al., 2021). Nonetheless, small hotels experience difficulties in the application of these technologies mainly because of the cost barrier and the technicality of the processes involved. Although there are many advantages from going digital, there is the disadvantage of having to pay for the transition and the subsequent costs of having to upgrade the systems frequently may be expensive to some business entities (Popesku, 2019).
However, with the help of technology the hospitality industry has to be careful not to subtract the human element that has been the key to the success of the industry. Customers expect politeness, and use of too many techniques that involve the use of technology may be unaccepted by customers that prefer to interact directly with employees. Another important aspect that will define future hotel success with digital trends will be the ability to offer ‘’smart’’ technology and ‘’traditional’’, warm and friendly service (Sigala et al., 2019).
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In the course of the advancement of digital transformation, the hotel and hospitality industry needs to make corresponding policies and management measures to better meet the market demand and customer needs. Based on the current analysis and the potential future implications of the technological advancement as seen in the sector, several policy and management strategies could be proposed for the future (Ruel et al., 2021).
To build on improvements achieved in the two areas, hotels should consider directing investment to sophisticated AI and automation. AI can be applied not only to the individualisation of the guest experience but also to cost, resource, and market forecasting. There is need to increase intensity of automation in areas such as check in, cleaning and energy consumption. To be effective, hotel should incorporate training programs on how employees can coexist with AI and automation technologies whilst delivering a human touch to guests (Mariani et al., 2022).
Hotels should improve their data privacy and cyber security policies given the fact that the industry relies on digital platforms and collects guest’s data. Security measures such as cybersecurity and adherence to regulatory frameworks like GDPR should be prioritised to uphold consumer confidence and avert legal repercussions. Daily and weekly security audits and update will enable hotels to effectively counter any new emerging cyber threats (Massi et al., 2020).
Sustainability should be kept as ongoing practice in organisations as digital transformation is in tandem with increasing environmental consciousness. Management of hotels must ensure that they buy smart energy management systems that will help reduce the usage of resources, since guests are becoming more environmentally conscious as well as reducing expenditure. Moreover, an inclusion of policies regarding the disposal and recycling of obsolete technologies will also enhance sustainability (Busulwa et al., 2022).
In order to maintain their competitive edge, hotels must keep on with the trend of personalisation through mobile technology. Improving and providing a smooth mobile journey from reservation to in-room amenities will cater to the increasing desire for efficiency and personalisation of the guests. But this has to be taken with a pinch of salt since some guests want to interact with a human being and not a robot. Introducing the concepts of blended services, where guests may opt for either fully digital or fully personal interactions will appeal to a broad range of customers (Tajeddini et al., 2019).
The future policies of the hotel and hospitality sector should include the improvement of the use of technology, data protection, the promotion of sustainability and bringing the best of technology and personalisation. These strategies will prepare hotels for the future environment that will be characterised by more digital technologies and customer focus (Konstantinova, 2019).
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The study established that digital transformation is an essential driver of the future of the hospitality and tourism industry. The use of AI, mobility and automation is improving the guest experience, increasing efficiency and optimising operations. The role of government regulations, economic incentives, and the changing social expectations for integration of the digital solutions is discussed in this report through PESTEL analysis. However, some issues like having high implementation costs, data privacy, cybersecurity, and the possible removal of the guest’s individuality are the problems that need to be solved. In order to thrive in this rapidly evolving environment, hotel businesses should strike a proper technological approach to human communication, improve cybersecurity, and promote sustainability. Thus, the industry can satisfy the existing and potential demands as well as retain competitiveness. Consequently, digital transformation is a great opportunity for innovation and growth, but these aspects will define how these challenges are managed and further development of customers’ demands.
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