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PESTLE analysis is one of the strategic tools that is applied in a business organization to determine the macro factors in the external environment. Knowledge of these elements is important as they assist organisations to prepare for changes in environmental forces and to manage threats and opportunities in these frameworks effectively. This essay will investigate each of the factors that come under PESTLE and how each of the has an effect and implication to the hospitality industry. The essay will also provide shareholders analysis and porters five force analysis for better understanding the macro-economic factors.
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Political Factors:
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Figure 1: Labour turnover in Hospitality sector 
(Source: Statista, 2023)
The hospitality industry in the UK is particularly sensitive to political changes and polices. The EU exit referred to as Brexit has had some impacts most especially concerning employee supply and commerce. Data from the Office for National Statistics (ONS) indicates that the hospitality industry was a major employer of EU citizens, with the sector having a 25 % EU born workforce prior to the Brexit vote (Ntounis et al., 2022). Following Brexit, the situation was marked by a chronic shortage of labour, which, indeed, added to staffing problems in this sector. In the same way, shifts of trading policies and tariffs affect the costs of items and services, making an impact on the prices and, in turn, the revenues. The degree of governmental commitment is also felt through strategies which include ‘Visit Britain’ which contributes to the success or otherwise of the industry.
Economic Factors:
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Figure 2: marker size of hospitality sector 
(Source: Statista, 2024)
The nature of the economic environment significantly influences the UK hospitality business. The sector is influenced by economic factors such as change in the spending power of the society and economic depression. The industry according to the British Hospitality Association (BHA) contributes around £130 billion to the UK economy and also provides employment to around 3.2 million jobs (McCartney and Kwok, 2023). Nevertheless, factors that are beyond the consumers’ control like inflation and shift in exchange rate may affect the availability of disposable income as well as the spending propensity. That is, for example, the present inflation rate has forced organizations to raise their operation costs such as wages and supply costs and as is well known the margins reduce following costs. In addition, other factors like those resulting from economic factors like political turmoil affect the number of tourists as well as the flow of business investment in the hospitality industry.
Social Factors:
Customers’ behaviour and their sociocultural factors tremendously influence the outcome of the hospitality business. Organizations around the world tapped into the aspects of sustainability and ethical courses of actions after consumers developed an appetite for environmentally-friendly and socially appropriately products. Another survey conducted by Mintel established that, 63% of the consumers, always take into consideration the effects of their actions on the environment before they book a hotel or buy food from a restaurant (Koseoglu et al., 2020). Furthermore, customers’ expectations, their lifestyle, and future trends have a significant impact on the market and are characterized by pursuing a more individualistic approach and the tendency to search for exclusive products or services. The pandemic has also influenced consumers’ preferences by increasing the demand for traveling and eating locally, as well attention to the sanitary conditions.
Technological Factors:
Technology as a factor remains one of the most important determinants that affect the functionality and sustainability of hospitality enterprises, customers’ perceptions and organizational competitiveness. I have identified the following trends to have had significant impacts on consumers and the hospitality services they engage in, Mobile booking platforms, online reviews and artificial intelligence. A Phocuswright report suggests that as many as 83% of travellers rely on OTAs, showing a shift to digitalisation of the travel market (Ghosh, 2022). Moreover, products such as contactless payments and smart control of the rooms are becoming more and more important by the consumers as they require comfort and quality experiences. AI is also hybridized with data analytics to brought new forms of marketing and service delivery to satisfy customers’ preferences.
Legal Factors:
The legal and regulatory factors vice of hospitality industries are Legal requirements that affect the operation of the hospitality industry. The legalities that play a huge role include health and safety regulation, employment laws, and data protection laws among others. GDPR stands for General Data Protection Regulation, and it has also increased awareness towards data protection, business organisations have to ensure protection from customer data. Moreover, working with food, the industry has to adhere to numerous standards of hygiene, as well as receiving licenses for the activity (Piga et al., 2022). Adherence to these legal provisions also reduces the risks besides serving the image and efficiency of the industry.


Environmental Factors:
Economic and social sustainability issues are becoming more predominant determining factors of the hospitality industry. There is a sentiment within the sector indicating that the place must lower its effects on the environment and embrace sustainability. The UK government has already established goals concerning the carbon emissions, and though the hospitality industry has not been given specific targets, it is expected to introduce such practices as application of energy-saving technologies, and waste minimization (Ioannou and Dukes, 2021). Global hospitality industry according to the Sustainable Hospitality Alliance is estimated to produce more than 1.2 million tonnes a year which implies that to reduce the impact of this menace, there is need to embrace proper waste management and recycling. In addition, a shift towards procuring goods that are beneficial for the environment and produced domestically is observed, which is also in line with consumers’ tendencies towards ethical purchases (Ruel and Njoku, 2021).
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Figure 3: Kloutsiniotis and Mihail, 2020
(Source: Learner)


Threat of New Entrants - Moderate
Industry barriers like high initial capital, and reporting and regulatory hurdles that can prevent new entrants are addressable, although new competitors used to be a challenge because of high capital investment and regulatory compulsions of handling complex and huge data, which is not a challenge anymore because of digital platforms (Kloutsiniotis and Mihail, 2020). For instance, markets such as Airbnb have created new competition in form of short-term rental services to the traditional hotels and establishments. Still, economies of scales, the brand name, well-established linkages with the suppliers and clients may help the incumbent brands keep new entrants in check.
Bargaining Power of Suppliers - Moderate
In case of food and beverage suppliers the power can be moderate as there are many suppliers, and it is easy to switch to another supplier. However, the power can be higher in the case of specialized suppliers, involved in the supply of luxury products or technology services (Liu, et al., 2022). Some items can only be purchased from specific suppliers, meaning that suppliers of such products can easily control the price as well as the conditions of sales affecting operational costs of hospitality firms.
Bargaining Power of Buyers - High
The use of the internet by way of the internet booking sites and the reviewing sites provide consumers with vast information, with which they are able to compare and arrive at a decision. The raise of package transparency and reasonable prices enable buyers to expect more quality services and Product Value from the hospitality industry affecting it positively; they are forced to innovate and have reasonable prices (Alsuwaidi, Eid and Agag, 2022).
Threat of Substitutes - Moderate
The intensity of the threat associated with the presence of substitutes in the hospitality business is moderate to high. Holidays like vacation rentals, serviced apartments, and staycations are offered by other services that can replace hotels (Levkulych, and Momot, 2021). However, tendencies such as working from home have beef up forced such accommodation types to be considered more valuable. This diversity makes it much more difficult for more traditional forms of hospitality suppliers to compete for the consumers’ business.
Industry Rivalry - High
There is a large number of players that comprises of chain hotels, luxury hotels, boutique hotels, and economy hotels. These aspects can cause this rivalry such as the war on prices, diverse services and marketing initiatives (Aksoy et al., 2022). The fact that market share is a critical business asset means it has to be protected, especially by ‘established’ brands whose value offers have to be improved in response to competitive pressures.
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Figure 4: Shareholders analysis
(Source: Learner)
In the context of the hospitality industry, it is essential to understand the role of shareholders in managing companies’ strategies and performance. Common shareholders are those institutions and individuals who invest in a company with an aim of getting their money back most preferably through dividends besides the appreciation in the price of the shares. Market aspects like economic cycles and customer behaviour directly affect the hospitality firms’ performance and results (Sakshi et al., 2020). Financial ratios that include the growth rate of revenue, profitability, and the efficiency of operations are some of the popular measures ranging in the eyes of investors. Thus, there are more apparently environmental, social and governance (ESG) considerations in the shareholders’ discussions, as the stakeholders expect even the purely financial actions to be supported by sustainable environmental and ethical managerial actions (Dashper, 2020).
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Therefore, the hospitality industry is a complex category of activity subjected to different extra- and intersystem factors. Applying Porter’s Five Force Model analysis indicate high threat from new entrants, substitutes, high bargaining power of buyers and suppliers. PESTLE analysis examines the areas of political, economic, social, technical, legal and environmental effects on the industry focus. Shareholders, in return, use their power to influence the company’s operations with regard to its objective of achieving a desirable financial status as well as taking into account the ESG factors. Knowledge of these dynamics is crucial for operating within the context of this industry’s difficulties and for exploiting its potential for development and stability.
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