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[bookmark: _Toc128791408]Introduction 
In the contemporary era, globalisation has a significant impact on business organisations as it is implanted in their decision-making process as a crucial element. Many factors from the internal and external business environment influence and affect the process of globalisation. In the last decade, the world has seen many changes in the international business environment and it is often called the “Post Golden age of globalisation” (Moon, 2022). For this reason, the report is going to choose a sector or business and analyse the effects of internal and external forces. For inspecting, the business environment necessary models or frameworks and analytical tools will be used. A PESTEL analysis will be conducted in order to analyse the business conditions in an external business environment. Whereas, in order to analyse the internal factors of the sector or business Porter's Five forces will be discussed before the conclusion of the report.

[bookmark: _Toc128791409]Overview of the Sector 
The accommodation and food services sector in the UK is the chosen sector for this report as it has been affected in a dynamic way due to globalisation. The sector was one of the key contributors to the United Kingdom's economic development before the Covid-19 pandemic. This sector in the year 2021 consisted of 200.6 thousand businesses and out of these around 325 businesses were of large scale that employed 500 or above people (statista.com, 2022, a). The competition within the sector is high among the businesses which makes the sector economically favourable and supportive. As of the year 2021, food and accommodation sector has employed almost 2.4 million people and out of those around 862,000 people were employed in large businesses (statista.com, 2022, b). The increased number of businesses within the sector not only maximises economic contribution through increasing GDP but also eliminates unemployment from the labour market. In addition to this, the market size of the hotel businesses as of the year 2023 is expected to be 19.8 billion British pounds (ibisworld.com, 2022). 
Over the past five years ranging from 2018 to 2023 due to the extended effects of Brexit and the Covid-19, the hotel business market has seen a negative growth of 2.9% (ibisworld.com, 2022). This shows the adverse impact of a few external factors on the business and how it impacted the sector. In the context of the food and beverages segment in the accommodation and food services sectors, it was able to gain a market size of 22 billion British pounds. The segment involved the presence of 8,285 businesses ranging from small and medium to large and also had an employment capacity of 148,000 people (gov.uk, 2023). Apart from hotel businesses, food and beverages businesses within the sector have intense competition.

[bookmark: _Toc128791410]Main Discussions
[bookmark: _Toc128791411]PESTEL Framework 
POLITICAL FACTORS 
Brexit as a conflictful occurrence between the United Kingdom and European Union affected the businesses in the UK when the EU withdrew the tax and tariff-free trade policies between the parties. Due to the stricter policies and trade barriers, UK transport and hospitality businesses were hit hard (bbc.com, 2023). The sector has seen staff shortages due to a lack of skills among employees from the local markets. However, the Trade and Cooperation Agreement the as of the year 2021 re-established the trade connections (trade.gov, 2022). At present, accommodation and food services businesses can freely trade within the boundaries of EU countries without any tax or tariff. This shows that the effects of Brexit will be neutralised over the periods through resurrected trade connections and it made a short-term effect on the sector. The accommodation and food services sector for this reason showed a positive contribution of 47.7 billion British pounds to GVA in the year 2021 compared to the previous year's 34.2 billion British pounds (statista.com, 2022, c). This shows that the sector is recovering from the effects of political factors such as the Brexit movement and providing a positive contribution to the economy. 
ECONOMIC FACTORS 
The Consumer Prices Index in the UK as of January 2023 rose by 8.8% compared to the same period in the previous year (ons.gov.uk, 2023). The price inflation rate is not stable within the country and is affecting businesses through lower consumer appearances for luxury products or services. The inflation rate in the UK is lowering the purchasing power of individuals and that creates a change in consumer buying behaviour. As of the year 2021, restaurants and hotels faced a 14 to 18% inflation which created chaos and disruption in supply chains (Partridge, 2021). On the other hand, the unemployment rate in the United Kingdom is increasing over the years due to employee safety reasons and skill gaps among individuals. The unemployment rate in the United Kingdom is at 3.7% as of December 2022 and has not decreased from the previous quarter (tradingeconomics.com, 2021). This is creating labour shortages for the accommodation and food services sector businesses and affecting their operations. For example, due to the constant labour shortage issues following the pandemic and Brexit, Rattle Owl a restaurant business had to cancel its bookings during Christmas which is considered an operational failure for the restaurant (Vinter, 2022). The effects of unemployment and inflation may affect the sector for a long time. 

SOCIAL FACTORS 
The pandemic has impacted the business scenario for the accommodation and food services sector in the UK. The uncertainty about the duration of the pandemic has shifted the consumers' focus toward health, hygiene and food purchases (Valaskova et al., 2021). The accommodation sector is hugely affected by the change in consumer preference as consumers are ignoring luxury services in the UK. For this reason, the hotel segment of the sector is expected to provide a -0.53% from the year 2023 to 2027 and it shows a long-term effect (statista.com, 2023). On the other hand, consumers in the food segment are focused on having eco-friendly services such as the consumption of vegan food products. In the United Kingdom number of eco-friendly and vegan consumers is increasing as almost 36% of the UK people approve vegan diet as admirable as of the year 2021 (Tapper, 2021). This is the scope for the restaurant businesses in the sector to update their menus and introduce vegan products so that they can capitalise on the opportunity. Maintaining a preference for eco-friendly consumers and their taste buds will help restaurant businesses to cope with the market trend and stay competitive within the business environment.

Figure No. 1: PESTEL ANALYSIS
(Source: Created by the Learner)
TECHNOLOGICAL FACTORS 
Technological advancement around the globe and its contribution to business operations are pushing organisations to go global and expand the reach of business (Behnke and Janssen, 2020). The use of the internet and social media is growing rapidly among individuals which are helping them to easily interact with preferred businesses. The internet penetration rate in the UK is almost 92.74% which translates that almost 63.52 million people having internet access as of the year 2022 (statista.com, 2022, d). In addition to this, the rate of online interaction is also higher in the country. The social media penetration rate in the United Kingdom is almost 84.44% which means approximately 57.1 million active social media users as of the year 2023 (statista.com, 2023, e).  This is one of the positive external factors for the business organisations in the accommodation and food services businesses and it can provide a long-term advantage to the firms. Business organisations within the sector can use the internet and social media effectively and engage with more consumers. Through developing websites for online booking, hotel and restaurant businesses can enhance the selling process and interact frequently with consumers. In addition to this, social media is effective in supporting the marketing process and enhancing the global reach of businesses. 
ENVIRONMENTAL FACTORS 
Climate change will be affecting business organisations for the long term as the issues regarding global warming are stopping businesses to maximise their operational expertise in international regions. However, it is bringing a change in consumers' buying patterns as consumers are becoming more focused to buy sustainable products and services. The rise of the eco-friendly consumer is influencing the preference for sustainable products among others and making it a social practice. As of the year, around 90% of consumers from Gen X are willing to pay extra 10% for sustainable products in order to contribute toward the environment (Petro, 2022). In addition to this, environmental laws in the UK are strict for business organisations and businesses try to make products and services sustainable for that reason. The “Control Pollution Act 1974” elaborates protection of the environment by reducing air, water, noise and atmospheric pollution (field.org.uk, 2018).  For this reason, hotel and restaurant businesses try to follow a sustainable approach during their operations. Hilton, as a hotel business in the UK has a net zero mission by 2030 and track its environmental impact through the LightStay system since the year 2009 (esg.hilton.com, 2023. Using sustainability and circular economy-based practices for business operations will the businesses within the sector enhance their performance. 


LEGAL FACTORS 
Legal factors in the United Kingdom for the accommodation and food services sector involve factors like employment laws and consumer safety. In order to have an efficient workforce and healthy workplace employers should pay the right wages to the right people. The National Wage Act by the United Kingdom government employers should pay the national minimum wages stated by the government to employees. The national minimum wage is decided on basis of the worker’s age and the current minimum wage for an adult aged or over 23 is 9.50 British pounds (gov.uk, 2023). Maintaining this policy by the UK government will make business organisations more socially responsible and remove the issues such as labour shortages. Besides that, providing consumer safety is very important for accommodation and food services businesses. A reputed hotel chain in the United Kingdom, Premier Inn has consumers' safety actions such as tight hotel security and advanced locks in bedrooms (premierinn.com, 2023). This helps the business to enhance consumer trust in the company and improve consumer loyalty which provides long-term advantages to business organisations. Protecting consumers' data and personal information and providing them with safety can be the best way for organisations to retain existing consumers for a longer period. 

[bookmark: _Toc128791412]Porter’s Five Forces 
Rivalry Among Existing Competitors – High
The number of existing businesses within a sector or industry determines the competition and intense competition harm the profitability of businesses operating within the sector or industry (Bruijl and Gerard, 2018).  The competition within the accommodation and food services sector in the UK is intense. Accommodation and foods services sectors involve the presence of 200.6 thousand businesses including 325 large firms (statista.com, 2022, a). due to the intense competition within the sector, business organisations may face challenges regarding business operations. Businesses with higher market share get a competitive advantage in the market due to the acquisition of a large number of consumers. In order to get competitive advantage business organisations, try to cut down the price of products or services by reducing the profit margins. Through cutting down prices and making it competitive with other businesses, organisations within the sector will be able to enhance their competitive advantage.
[image: Porter's Five Forces Model: Using This Powerful Management Tool - Day.io]
Figure No. 2: Porter’s Five Forces Framework
(Source: Inspired by Bruijl and Gerard, 2018)
The threat of New Entrants – Low
Entry of new businesses pressurises the prices of products or services by creating more capacity (isc.hbs.edu, 2023). It pressurises the existing businesses to keep the prices low in order to retain the consumers and maintain the market share. The competition within the sectors is incredibly high which makes the entry of new businesses difficult. However, it is simpler to enter the accommodation and foods services sector but it is difficult to survive in the competition. Innovation and creative products or services ideas are necessary to survive within the industry and cope with the competition in a long run. In addition to this, existing businesses can take innovative approaches to mitigate the risk of losing competitive advantage to new entrants. The rise of eco-friendly consumers is a recent change within the industry and for that reason, an organisation can work on environmentally sustainable services and selling vegan products in order to follow the trend.
Bargaining Power of Buyers – High
The bargaining power of consumers is another internal factor of the industry that creates pressure on the prices of products. The powerful buyer segment within the sector pressurises businesses to keep the products and prices lower. Buyers become more powerful when there are a large number of buyers and the suppliers' number is limited. For this reason, working on consumer needs and providing them with value-for-money products and services are necessary. International tourists visiting the United Kingdom have shown an increase as of the year 2023 after the pandemic year and the number is 35.1 million approximately (statista.com, 2023, f). This shows the increase in the number of consumers within the sector and it can affect the prices of products and services and also the profit margins of the business. The best approach is to decrease the price of products or services and increase sales by enhancing product quality in order to keep the profit levels as balanced as before.
Bargaining Power of Suppliers – Moderate
The bargaining power of suppliers has a direct impact on the cost of products and services from the businesses and a high power of supplier can snatch away the competitive advantage of business organisations. Fluctuations in the prices of supplies or switching suppliers frequently can increase the cost of products and services. Businesses in the accommodation and food services sector should engage with suppliers who can provide a stable balance in the supply and prices of products and services. Brakes are a hotel food supplier that provides supplies to more than 4,000 hotels across the UK and has set menus with fixed prices of products (brake.co.uk, 2023). Working with suppliers like brakes will help businesses to enhance their supply chain management and gain a competitive advantage.




The threat of Substitute Products or Services – High
Within a competitive market, there are high chances of having similar or identical products or services that can serve the same purpose as the main product. It has a huge effect on specific products and services from a business which impacts the revenue of the organisation. In addition to this, competitive products and services can demolish other similar products from the market due to having a difference in features. In order to remove the risk of being replaced by another product the business organisation should work on product development. Through developing products and services, business organisations try to meet consumer needs and add specific features for them. 

[bookmark: _Toc128791413]Conclusion 
The above report has summarised the knowledge that external and internal business environment has a great influence on the international growth of businesses. For improving the knowledge, it has analysed internal and external factors through specific models and frameworks. PESTEL analysis was used for analysing the external factors of the accommodation and foods services sector, and Porter’s five forces model helped to analyse the internal environment. The findings of the report have been supported with the necessary resources in order to make the research reliable. In addition to this, recommendations are made to mitigate the effects of negatively impacting factors. 
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