2






Executive Summary

The purpose of this report is to highlight key major environmental factors currently facing the hospitality industry, with a set of recommendations for strategic consideration to address the identified factors.
The report utilises the analysis tool PESTLE when considering the external environment and offers a critical analysis of the tool. The report focusses on three external factors from the PESTLE analysis tool; economic, social and technological.
The report reviews the current labour market and local demographics in relation to hospitality. It highlights an abundance of vacancies, scarce available workers among low unemployment rates and high inactivity rates, resulting in a smaller available workforce within the UK. The findings present critical recruitment challenges for the business, with an emphasis on the employment experience, in particular employee benefits. A recent report cites private medical insurance as being one of the most desired benefits, and is therefore recommended as part of Bluestone’s benefits package.  
The report further considers the national and local ageing population, evidencing that the hospitality labour market is experiencing significant shifts in its demographics. The report highlights that older workers are seeking employment, with many businesses proactively benefiting from this shift. However, consideration must be given to health and wellbeing strategies to address the particular needs of older works, to enable them to access and remain in employment. With this in the mind, the report recommends implementing “mid-life MOT’s” in conjunction with Business in the Community’s (BITC) pilot scheme, with an initial focus on the health and wellbeing needs, specifically over 50’s health surveillance.
Lastly, the report reviews how technological advancements are forcing change to how business operate. Research also suggests consumes are welcoming technological change. The report reviewed artificial intelligence (AI) within hospitality, in particular the implementation of chatbots, which are currently being used to support a number of functions within hospitality. Bluestone has seen online bookings increase to 89% between 2018 and 2022, with 84% of accommodation revenue taken through online bookings, therefore it is recommended to implement chat bots to support the sales function. Bluestone could also benefit from less reliance on labour resource, pre-empting further labour market instability.  
The report focuses on external factors utilising the PESTLE analysis tool. The business would benefit from further analysis utilising a supporting tool i.e. a SWOT analysis to explore the internal considerations and business capabilities. 
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Introduction
Awareness of environmental factors enables businesses to obtain a more proactive position when dealing with environmental change (Taylor and Perkins, 2021). This report will review three environmental factors impacting Bluestone including the labour market, the ageing population and the use of AI in the context of the hospitality industry, setting out recommendations for strategic consideration. According to Talor and Perkins (2021), one of the well established and commonly utilised tools for analysing the external environment is a PESTLE analysis. A PESTLE analysis can be a key component of strategic business planning providing a simple framework that encourages external and strategic thinking, identifying risks and minimising impact (Battista, 2021). Battista (2021) further adds that whilst PESTLE can offer context around the direction of the business, brand, growth, productivity, product development, it does only offer a snapshot in time.  
PESTLE was utilised in a recent report from the International Journal of Retail and Distribution Management, sought to review outcomes of competing global and local online retail markets (Kardes et al., 2020). According to Kardes et al (2020), the PESTLE tool was identified as there was little literature on the external environment, and it was successful in providing external insights. However, Kardes et al (2020) also detailed that the analysis had limitations whereby further research into internal operating dynamics was necessary, as PESTLE does not provide an opportunity to identify business capabilities. Battista (2021), suggests utilising PESTLE in conjunction with other tools e.g. a SWOT (strengths, weaknesses, opportunities and threats) analysis where PESTLE can act as a framework; further enhancing findings by drawing on the internal considerations. Therefore, Battista (2021) cites a successful PESTLE needs to be repeated regularly with relevant data and consider multiple perspectives alongside internal expertise.
On occasion, there is a requirement in fast-changing and unpredictable business environments to respond reactively (Taylor and Perkins, 2021). The pandemic is an example of an external factor that could not have been predicted fully (Sridhar, 2020). Equally, whilst the norm is for organisations to have minimal control over their external environment, there are many innovative organisations in a powerful position to respond to environmental changes effectively as and when they occur (Taylor and Perkins, 2021). Taylor and Perkins (2021) continues that these organisations are proactively analysing the external market and utilising their findings to their advantage by exploiting opportunities and reshaping the environment, for example Google, Amazon and Netflix who have managed the external environment for their own business interests.
PESTLE analysis has been further developed recently, with the inclusion of demographic, ethical, international and green. However, for the purpose of this report, the use of PESTLE is consistent with the research needs (Taylor and Perkins, 2021).




















1. Labour Market
According to UK Government (n.d), reviewing labour market and workforce data is a key element in strategic planning. The data supports business planning for the ever-changing nature of work and any workforce impact, alongside ensuring a skilled workforce is maintained for competitiveness and growth (UK Government, n.d). 
The ‘Great Resignation’ is a commonly used term since the pandemic, the theory being that people are making decisions to leave or change careers, because of the working practices and life changes caused by the pandemic (Page, 2022). This is supported by (Boys, 2022), who cites the rate of job moves from April to June 2021 hit a record high of 3.2% since 2006. Boys (2022) continues that during the pandemic itself, the rate had lowered to similar levels to the financial crash of 2008, arguing that during times of uncertainty, people are reluctant to change careers, and these low levels are followed by a natural surge. However, Boys (2022) also cites that the end of the pandemic, the furlough scheme and the reopening of the economy saw all the turnover suppressed by the pandemic released – which in turn saw a boom in vacancies and low levels of unemployment. As was the case for many industries, hospitality struggled to recruit employees to meet demand and Bluestone was no exception (Boys, 2022).
According to Page (2022), the pandemic also disrupted the natural transitions in the way people live and work as they age through the employment life cycle of education, employment, inactivity, and retirement. One example of this is early exit from the workforce (CIPD, 2022). This is supported by the increase in economic inactivity between October and December 2021, 94.4% of which was made up of aged 50 and over (Casey et al., 2022). According to ONS (2022), the economic inactivity rate has increased to 21.7% between June and August 2022. The reduction in people looking for work has strengthened the unemployment rate, which is the lowest since 1974 (Nanji, 2022).
With low unemployment rates, and a high economically inactive figure (i.e. those out of work and not seeking employment) (ONS, 2022), Bluestone’s recruitment campaigns must target prospective candidates who are already in employment, alongside retaining the current workforce. Within the local demographics, Bluestone is the largest private sector employer in Pembrokeshire, employing just short of 800 employees (Bluestone, n.d.). The larger competitors for candidates include healthcare, local authority, education and retail, all of which have unique benefit packages associated with their industries. However, what have the recent labour market changes taught us about what candidates are seeking? And how can Bluestone achieve a competitive advantage?
Alongside disruption to the natural transitions of working life, there has been an accelerated change to social expectations within the context of work since the pandemic (Smet et al., 2022). Smet et al., (2022) adds that many professionals were moved to seek opportunities which provided more meaning to their lives, with work that was rewarding and challenging. Salary in itself is no longer enough of a retention tool, where employees sense a transaction rather than true appreciation (Smet et al., 2022). According to Smet et al. (2022), businesses in the leisure and hospitality industry are at the most risk of losing employees. To minimise risk, investment in a fulfilling experience, alongside aligning benefits with employee priorities is essential.
According to The Economist (2022), pre-pandemic benefits were generally a one-size-fits-all model, however a new benefit culture is emerging post pandemic reflecting the flexible approach to work and that of employees. The Economist (2022) continues that the nature of employees wants and needs are shifting, resulting in previous models quickly becoming outdated, with employees seeking a good-quality working life with benefits to support. Around 60% of employees are wanting to see benefits which relate to their mental and physical wellbeing and around 69% of employees are willing to work harder for an employer who provides benefits supportive of individual needs (The Economist, 2022).
One of the UK’s leading workplace pension providers, AVIVA (2022), published that more of their workers were attracted to the work-life balance over the salary, which has reversed since the pandemic. They also detailed that 88% of employees’ overall happiness was improved by their workplace benefits as opposed to their salary, and 87% of employees stated they would like to see further improvements to the benefits package available over the course of the next year. This supports the view that it is the overall employment experience and package that is attractive in recruitment and retention (AVIVA, 2022).
With an abundance of vacancies, and scarce available workers between low unemployment rates and high inactivity rates, there is a smaller available workforce within the UK. Coupled with the local demographics of rural Pembrokeshire, this presents critical recruitment challenges for the business (ONS, 2022). Bluestone’s (n.d) mission is to be the most loved UK holiday destination, alongside the core behaviours of genuine care, grow as a team and true ownership. Without strategic consideration of labour market factors, the business’ recruitment challenges will continue to escalate, resulting in a dissatisfied customer base, reputational damage and a poor working environment for current employees (Taylor & Perkins, 2021). Therefore, an inability to reach the businesses mission or work within the core behaviours. The decisions made by Bluestone will determine the demand of labour, and consideration must be given to the competitiveness of the labour market, as with any market. What is offered by Bluestone within its employment package must be influenced by competing employer offerings, and must be at the forefront of the ongoing recruitment strategy (Taylor & Perkins, 2021).






2. Ageing Population
Within the last ten years, there has been significant growth in the ageing population. It is projected that by 2050, 1 in 4 people within the UK will be 65 or over (Taylor and Hawkins, 2021). The resident population of Pembrokeshire is around 125,000 people. 28% of which is made up of ages 50 to state pension age, comparable to 9% of people between the ages of 16 and 25 (ONS, 2022). Hospitality is largely reliant on the employment of young people, with the largest group being between 16 and 29 (Russell, 2021a). Alongside being the largest employer for young people, the hospitality industry accounts for almost 10% of the workforce within the UK (Havelock, 2021). Despite this, according to Russel (2021b), the shape of the hospitality workforce is changing somewhat, particularly since the pandemic. It is estimated that a quarter of a million Millennials (those aged 24-40) left the industry between December 2019 and October 2021. This is largely put down to moving to other sectors that thrived during the pandemic, offering seemingly reliable sources of income in an unpredictable world of work (Russel, 2021b).
At Bluestone, 31% of the workforce is made up of under 25’s and 18% aged over 50. Whilst almost a third is made up of young workers, what has been noted since 2015 is 37% of leavers are under 25 whilst only 13% are over 50 (Bluestone, n.d). Given the national, local and workforce demographics, is the business too reliant on younger workers, where evidence suggests they are leaving the industry? 
ONS (2022), released a report earlier this year around the large number of over 50’s leaving employment since the pandemic (Dannes and Murphey, 2022). However, the findings from further research indicated that three out of five over 50’s are looking to return, providing there were favourable working arrangements (Cholteeva, 2022). Barnes (2022) suggests that hospitality businesses are targeting older workers to resolve labour shortages, with a recent industry survey identifying that 19% of the surveyed hospitality businesses had seen an increase in the numbers of over 50 workers, which now account for 25.2% of the hospitality workforce. Barnes (2022) also adds that earlier this year McDonalds launched a targeted recruitment campaign for older workers alongside John Lewis who have encouraged older workers to return to the labour market. The recent shifts are causing real change within the hospitality demographics, forcing employers to think beyond the traditional labour pool of younger workers.
Consideration must therefore be given to how the ageing population will have significant impacts on the people strategy, resulting in increasing difficulty to recruit from traditional sources (Barnes, 2022). Given the national and local demographics, alongside the changing dynamics of the industry, if Bluestone does not acknowledge the ageing population, the business will continue to face challenges with recruitment and retention. The business will be therefore forced to look elsewhere, for example those aged over 50 who are still working, those who have taken early retirement or those who are of retirement age but are still working. Therefore, taking timely proactive measures are key (Taylor and Perkins, 2021).
According to Long (2018), older workers offer a number of benefits to businesses. They can often act as mentors to younger workers, sharing knowledge, and bringing past experiences and practical wisdom into decision making. Employing older workers also encourages age-diversity offering varying perspectives and ideas (Long, 2018). Long (2018) continues that older workers are often loyal and less likely to leave if the working conditions meet their needs. A number of UK businesses are benefiting from the untapped potential of older workers (Mirthy, n.d). Aviva (2022) have made significant commitments predicting 1 in 3 employees by 2025 will be over 50. Similarly, Boots have aimed to hire over 10% more over 50’s citing that it supports inclusivity and thriving teams (Mirthy, n.d). Whilst the benefits are evident, this particular group are very diverse. There are strategic considerations around their varying needs such as the requirement for flexibility, inclusive cultures and health and wellbeing (CIPD, 2022).
Given the association of hospitality work with the traditional market of younger workers, Bluestone may need to examine its ways of working to ensure equity. Of this, one of the specific considerations for Bluestone must be the health and well-being needs of its current older workers, and those the business wishes to attract (CIPD, 2022). Nationally, almost half of the population of over 50’s have one or more long-term health condition. In addition, one out of five UK workers leave the labour market before the retirement age citing ill-health (Main, 2022). Since January 2020, 13% of leavers from Bluestone have been over 50, with varying reasons including retirement. However, 11% left the business for reasons of ill-health (Bluestone, n.d). According to CIPD (2022), health conditions impact approximately one in four workers limiting the work they are able to do before they reach retirement age. Support for older workers should include access to occupational health services for preventative measures and facilitating reasonable adjustments (CIPD, 2022).
[bookmark: _Hlk122093232]It is evident that the hospitality labour market is making some significant shifts in its demographics, alongside the national and local demographics of the ageing population (Russel, 2021a). Recent research suggests that older workers are seeking employment, with many businesses proactively benefiting from this shift (Cholteeva, 2022). It is also evident that older workers have a particular set of needs to be considered, in particular health and wellbeing needs (CIPD, 2022). Whilst long term illness is a function of age, through wellbeing strategies, the business must consider and facilitate people to access and remain in employment. Alternatively, we lose this valuable resource from the labour market (CIPD, 2022).
[bookmark: _Hlk119844650]






3. AI 
It is evident we are living in an age of accelerations, with technological advancements developing at a faster pace than ever before and the results on our economy and society, and by extension the world of business and work, is profound (Taylor and Perkins, 2021). According to McKinsey & Company (2020), the pandemic forced the adoption of technologies forward by a number of years, changing the way many industries and companies do business. The pandemic also evidenced how highly dependant the hospitality industry is on technological solutions (Koo et al, 2021). 
AI has redefined the hospitality industry through AI enhanced operations and management systems, enabling booking power to be with the consumer through access to accurate information, and the ability to make bookings for products and services directly via technological platforms (Ruel and Njoku, 2021). According to Koo et al (2021), AI enhances customer experiences and engagement, by providing structured automated services. Koo et al (2021) continues that accessibility to booking has become more convenient and affordable, which has resulted in the standardisation of pricing structures and has been key in creating competitive advantages across the hospitality industry. These technological advancements have also allowed the industry to gather quality intelligence around customers, their needs and preferences, and how a business can differentiate itself (Ruel and Njoku, 2021). 
According to Nguyen et al (2021), within the hospitality industry, 30% of businesses have utilised AI to support sales. In addition to this, hotels who have implemented AI systems, around 70% of guest enquiries are handled through AI. Nuguyen et al (2021) continues that from a brand perspective, the use of current technologies is thought to enhance brand attractiveness whereby consumers are more likely to identify with the brand. According to Mckinsey & Company (2020), during the pandemic organisations that invested more and implemented new technologies, were twice as likely to report higher revenue growth than their competitors who did not.
When considering the pandemic, it has certainly created challenges for the hospitality industry – from volumes of sales, to labour market shortages combined with a record number of workers have left the industry (Sherry, 2022). However, Sherry (2022) also adds that the industry has seen an increase in consumers willingness to spend more on travel following the restrictions during the pandemic. Despite this, labour shortages continue to be critical business consideration for the hospitality industry (Escobar, 2022). AI could offer a solution to some of the industry challenges, providing an opportunity to streamline operations through automating certain processes and workforce plan more effectively (Sherry, 2022; Escobar, 2022). Many businesses are utilising AI solutions to improve functions facing resourcing concerns across the operation from guest experience to back of house (Sherry, 2022; Escobar, 2022).
Bluestone has experienced its own technological advancements since the pandemic, including becoming a cashless resort, the investment of systems, and more noticeably observing how customer interaction with the businesses has developed (Bluestone, n.d). Between 2018 and 2022, the business has seen online bookings increase from 76% to 89%, and contact centre bookings decrease from 13.21% to 8.39%. In terms of revenue, the business has seen 84% of its accommodation revenue through online bookings in comparison to 10.04% through the contact centre (Bluestone, n.d). This evidences that consumer demands are changing, which is supported by Mckinsey & Company (2020) who confirm a number of companies have digitalised their customer interactions, and consumers have both welcomed and moved towards online communications.
A recent survey by Hospitality Technology indicated that 74% of consumers are more likely to opt for accommodation which offers self-service technologies, and this is continuously growing (Escobar, 2022). Escobar (2022) continues that the industry is responding to the changing demands of consumers, with over 70% of hotels planning or have already adopted some form of AI. It could be argued that hospitality should remain people focussed, prompting questions around the implementation of AI removing the personal interaction, however, AI is predominantly utilised to elevate the overall experience by blending both AI with human interaction, such as through its sales processes (Escobar, 2022). Tran et al (2021), confirms that many customer interactions are AI powered automated systems, an example of which is the use of chatbots. Tran et al (2021) also cites that chatbots for the purposes of customer service is expected to be the fastest growing aspect of the chatbot market between 2019 until 2026.  
According to King (2019), chatbots are utilised for a wide range of hospitality services e.g. customer service, bookings, post stay feedback, and generic advice and guidance. This form of AI can widen the accessibility of customers by utilising Facebook Messenger, Google Assistant and other platforms where consumers are interacting with a business (Tran et al (2021). In an age of information being available at most people’s fingertips, chatbots allow consumers to receive immediate responses, preventing the loss of the customer to another competitor. Equally, outdated processes and websites can frustrate customers (King, 2019). King (2019) further adds that chatbots can support tailored promotions, guest profiling, efficiency and even language barriers (King, 2019). If the business strategy does not consider how technology advancements are forcing change to how businesses operate, and the changing needs and demands of consumers, the business will not be in a position to adapt and respond quickly to retain and attract customers (Taylor and Perkins, 2021). 










Conclusion 
[bookmark: _Hlk122093451]
This report provides an insight into some of hospitality external factors. To conclude, throughout each external factor, it is evident that the current climate is complex for the hospitality operation. Low unemployment rates, high inactivity rates, coupled with an abundance of vacancies in the industry, evidences that there is a smaller available workforce within the UK (ONS, 2022; Boys, 2022). To enable the business to maintain a competitive advantage, consideration must be given to the benefits packages offered (The Economist, 2022). The ageing population adds another complex dynamic, Pembrokeshire has an ageing population combined with the changing needs of employees, which must be factored into strategic planning if businesses wish to benefit from this social change and available recruitment pool (ONS, 2022; CIPD, 2022). Failure to consider the employment package and needs of ageing workers, will result in critical recruitment challenges, as hospitality remains at significant risk of losing employees (Smet et al, 2022). Lastly, one of the solutions to some of these labour market and social concerns could be to implement AI technology to support the operation, be less reliant on labour resource and pre-empt any further instability, alongside commercial benefit (Escobar, 2022). 
Bluestone’s mission is to be the most loved UK holiday destination, guiding the businesses strategic direction (Bluestone, n.d). To enable the business to continue on this trajectory, the business must consider and respond proactively to the external factors identified within this report. As such, a list of recommendations have been identified below.
The PESTLE analysis tool was utilised. Following this, the business would benefit from further analysis utilising a supporting tool i.e. a SWOT analysis to explore the internal considerations (Battista, 2021).


Recommendation 1
[bookmark: _Hlk122093519]In response to the ageing population, implementation of “mid-life MOT’s” in conjunction with BITC’s pilot scheme, with an initial focus on the health and wellbeing needs (BITC, 2022). 
[image: Diagram

Description automatically generated]





									 (BITC, 2022).
Over 50’s health surveillance: £135 per person
Current workforce of over 50’s equates to 139 employees therefore an initial cost of £18,765.
According to BITC (2022), the scheme is a key tool for promoting an age-inclusive workplace. The associated risks include costs and the success of the scheme, alongside uncovering ill-health matters which may increase workload for the HR department. However, the return on investment includes increased retention of older workers, improved employee engagement, reduced absences and ill health alongside increased productivity (BITC, 2022).







Recommendation 2
In response to exploring benefit options, a recent report cites private medical insurance (PMI) as being one of the most desired benefits (Freedom Health Insurance, 2022). Therefore, PMI following 12 months service is recommended, costing £452 per person annually equating to:
Current workforce is 773 employees, of which 513 have over 12 months service.
513 employees x £452	= Annual estimate £231,876
The risks associated with this are the initial investment, however alongside offering an attractive benefit package for recruitment and retention purposes, return on investment also includes reduced sickness absences, quicker return to work and improved productivity (Freedom Health Insurance, 2022).   

Recommendation 3
In response to the implementation of AI, it is recommended to introduce chat bots to support sales.
Costs incurred are in two phases:
· Initial design, development and deployment of the chatbot:  		£5,000
· Monthly maintenance, hosting and management costs:		£500 per month
12-month investment:								£11,000
The associated risks of this include cyber safety, user frustration by failing to understand the needs of consumers and obtaining the right chatbot that fits the business (Shubham, 2022). However, the return on investment can be identified by the replacement of labour costs, reduction in errors and improved moral by reducing the requirement to deal with repetitive enquiries (Mercier, 2022). The intention will be to increase revenue for accommodation sales, and according to UMNI (2022), by 2025, 50% of all sales are predicted to occur via chatbots. 
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