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The hospitality industry is experiencing economic uncertainty in its history due to an increased inflation rate, variable demand in the market, and instability in the global market (Bai et al., 2024). Concurrently, the changes in regulation such as labour laws, minimum wages and visa restrictions are posing operational difficulties. 
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Hotels are extremely so because of the high fixed costs such as utilities, staffing and the maintenance and therefore it is highly sensitive to external economic shocks. In 2023, 43% of the jobs in the UK hospitality were not filled, which leads to the issue of workforce shortage that has a direct impact on service quality and operational efficiency (ONS, 2026). The changes in consumer spending, which are as a result of the uncertainty surrounding the economy, also affect the stability of profits and revenues. Operational risks are also heightened by regulatory requirements as hotels have to meet changing requirements of complying with rules and regulations. 
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This study aims to evaluate how economic insecurity affects the activities of a hotel with increasing prices and changing demand. Also, it determines how regulatory change impact on workforce management and compliance. Moreover, strategies and responses by industries used to reduce these pressures are analysed based on the study including adjustments in prices, employee retention and innovations. 
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The study is based on two important theoretical frameworks. The Risk Management Theory focuses on how organisations should predict, assess, and react to financial and operating uncertainties whereby the concept is highly applicable with volatility in the hospitality markets. Human Capital Theory is an approach that pays attention to performance of organisational that depends on workforce skills, productivity and retention. 
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Economic uncertainty has various impacts on hotels. Pay raise is required to attract and retain employees and this increases the operating expenses. Visa limits also limit the availability of workforce leading to the provision of gaps in the staffing that interferes with operations and delivery of services (Arenhart et al., 2022). Adherence to sustainability and other laws also increases the cost of operation. All these impact on financial stability in the long term, affecting profitability, cash flow and ability to engage in strategic investment. 
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Any alterations in the regulations including labour laws and minimum wage adjustments have a direct impact on the operations of hotels in regard to cost. Visa restrictions make it challenging to access international employees with skills, adding to the problem of workforce shortage. There are also the compliance requirements such as health, safety and environmental requirements which also introduce extra costs and operational complexity (Causa et al., 2025). All these changes pose a problem to financial planning and risk management. There is a need to change so that hotels remain efficient and service providers without compromising quality and regulations. 
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The research is a qualitative one based on the secondary data provided by industry reports, academic journals, and government sources. PESTLE analysis was used to analyse the macro-environmental forces that has a bearing on hotels. Political and legal influences are labour policies and visa limitations. Economic reasons are inflation and decreased customer expenditure. The social factors include the shortage of the workforces, and guest expectation. The technological factors emphasize on automation and digital solutions. Sustainability requirements and the increase of energy costs are considered environmental aspects.
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The dynamic pricing strategies to address the increasing costs of operations in the hotels are enabling hotels to set room rates dynamically depending on the demand and crops of the season (Zhu et al., 2022). This methodology is adopted by major chains like Marriott, Hilton, to stay afloat in occupancy and market share albeit at limited profit margins (Reuters, 2022). Dynamic pricing will give some flexibility but not be able to entirely compensate the increasing costs of energy, food and supplies. The smaller hotels are usually unable to adopt these strategies because of the lack of influence and resources in the market. 
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Hotels are adopting staff retention programs, training programs and flexible working arrangements to tackle labour issues and regulatory demands (Grigoryan, 2024). The Accor and Marriott programs developed include career ladder and wellness assistance, the purpose of which is to increase the workforce satisfaction and stability (Accor, 2026). These programs enhance productivity, decrease turnover, and favour the quality of service. It is important to balance the price of workforce initiatives and the efficiency of the operation. Effective retention measures enable hotels to be financially stable in the long-term, as well as meet changing labour and regulatory requirements.
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The use of technology and compliance programs assists hotels to keep costs in check and enhance operational fullness. Automation (self-check-in, smart housekeeping, etc.) decreases dependency on labour and improves the experience of the guests (Yang, 2022). Environmentally friendly investments such as solar panels and low-energy systems enhance cost-effectiveness in the long-run and a positive brand image. Hilton and Accor have been successful in administering these programs and the supply of better sustainability and operational performance (Accor, 2026a). Though, it is very expensive to install and therefore small hotels cannot use it because of the high start-up costs which they may not be able to locate funds. 
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Conclusively, the economic unpredictability and regulatory policies pose new serious difficulties to the profitability and financial sustainability of the hotel sector, in the long run. Increased costs of operations, the lack of labour, and the necessity of required measures of the regulatory compliance influence the quality of the provided services, cash flow, and opportunity to invest. Dynamic pricing, workforce retention, adoption of technology, and sustainability are some of the responses that the hotels are undertaking. Competitiveness and resilience require strategic planning and pro-active management. 
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It is recommended that there should be optimisation of the operational cost by energy and waste-saving efforts. Also, training, career development and wellness programs must be used to improve employee retention. Moreover, technology and automation can be invested into to enhance efficiency and decreasing reliance on labour. In addition, revenue generator is to be diversified in terms of revenues through ancillary services and digital products in order to eliminate dependency on old room revenues. 
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Figure 1: Hospitality businesses are most likely to be struggling to fill
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(Source: ONS, 2026)
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                         Hospitality Industry Context  Hotels operate with high fixed costs and rely heavily on stable demand .  43 % of UK hospitality positions were unfilled in 2023 (ONS, 2026 ) .  Fluctuations in consumer spending directly impact profitability .  Economic and regulatory pressures increase operational risks for the sector .    Figure 1: Hospitality businesses are most likely to be struggling to fill  vacancies (Source: ONS, 2026)
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                         Literature Review: Economic  Uncertainty & Hospitality Impact  Wage increases force hotels to invest in staff retention and maintain productivity .  Visa restrictions reduce workforce availability and disrupt operations ( Arenhart et al . , 2022 ) .  Compliance and sustainability regulations increase costs and require careful management .  These challenges affect long - term financial stability and competitiveness in the hotel sector .           
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                                                       Method:  PESTLE Summary             PESTEL Factor Key Impact on Hospitality & Hotels  Political   Labour policies and minimum wage increase staffing costs   Visa restrictions limit international workforce (Rossello and Santana -Gallego, 2024).  Economic   Inflation raises energy, food, and supply costs (ONS, 2023)   Reduced consumer spending lowers revenue.  Social   Workforce shortages due to turnover and career preferences   Guests increasingly price - sensitive.  Technological   Automation improves efficiency ( Mandić et al., 2023) .   High tech costs limit adoption for small hotels .  Legal   Employment, health, and safety regulations increase compliance costs   Environmental standards add operational expenses .  Environmental   Rising energy costs and sustainability requirements increase expenses   Eco - friendly investments improve efficiency and brand image ( Talukder, 2025) .
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            Industry Responses  to The Chosen  Contemporary Issue: Rising Operational  Costs        Hotels use dynamic pricing  to maintain occupancy (Zhu  et al., 2022).   This helps sustain market  share but lowers profit  margins.   Marriott and Hilton adjust  rates by demand and season  (Reuters, 2022).   Dynamic pricing cannot  cover all rising costs.
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            Industry Responses  to The Chosen  Contemporary Issue: Labour & Regulatory  Pressures        Staff retention programs and  training improve workforce  stability ( Grigoryan, 2024).   Flexible hours increase  employee satisfaction.   Accor and Marriott offer  career ladders and wellness  programs (Accor, 2026).   High costs challenge smaller  hotels.
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            Industry Responses  to The Chosen  Contemporary Issue: Technology &  Compliance        Automation and eco - friendly initiatives improve  efficiency (Yang, 2022).   Self - check - in reduces  labour dependency and  enhances guest experience.   Hilton and Accor implement  smart housekeeping and  solar projects (Accor,  2026a).   High initial costs limit  adoption for small hotels.
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                      Economic and regulatory changes challenge hotel profitability .  Labour shortages and rising costs affect service quality .  Hotels respond with pricing, staff retention, and automation .  Strategic planning is key for long - term stability .           Conclusion
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