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[bookmark: _Toc127959655]Introduction
The purpose of this study is to understand the market environment in which the businesses are operating their business activities. The business environment is associated with a lot of factors that drive business operations and can also hinder business operations. With this context, the study will consider the “Tourism Industry” and will undertake a detailed analysis of the market environment. As per the consideration, the study will be undertaking a brief discussion regarding the industry. Furthermore, the market environment will be evaluated with the help of theories like PESTLE Analysis and Porter’s Five Forces that will determine the market environment. 
[bookmark: _Toc127959656]Overview of the sector 
The tourism industry in the United Kingdom is a major sector that is contributing to the economy. The contribution of the particular industry to the GDP of the UK accounted for £131.5 billion in the financial year 2021 and in the financial year 2022, it accounted for £214 billion (Figini & Patuelli, 2022). As a result, it can be identified that the industry is growing significantly. Moreover, the tourism industry of the United Kingdom is considered the world’s 10th-largest sector which is associated with various tourism destinations. Moreover, it is identified that around 30 million tourists visited the UK in 2022 (Azizova & Huseyn, 2021). 
[bookmark: _Toc127959657]PESTLE Analysis of the Tourism Industry
The PESTLE Analysis is a methodology that investigates and assesses the macro-environmental elements while taking into account the market environment in which the organisation is conducting its business operations. The paradigm evaluates the potential of the environment so that the organization can develop strategic decisions to cope with the elements or the factors of the business environment. With respect to the framework, it aids in determining market elements that may have a substantial direct or indirect impact on the operational aspects of the firm (Capobianco, et al., 2021). As per the framework of PESTLE Analysis will be determining various aspects by taking into account the elements of the paradigm with respect to the Tourism Industry of the United Kingdom
With respect to the market environment of the Tourism industry in the United Kingdom, the study will be evaluating various factors with the help of PESTLE Analysis. The evaluation of the tourism industry is undertaken below:
[bookmark: _Toc127959658]Political Factor 
With consideration of the political factors of the tourism industry of the United Kingdom, the event of Brexit has a significant impact which resulted in a negative factor for the industry. With the impact of the event it has been identified that before the event of Brexit, the average cost for a 10-day trip to a tourist destination in the United Kingdom would cost approximately £6000 to £8000 for two persons. As a result of the event, resulting in an increase in the price due to which the cost is estimated for the tourist to visit the tourist destination in the United Kingdom will now cost almost double. Moreover, the immigration of workers after the event of Brexit resulted in a shortage of employees in the tourism industry. Furthermore, before Brexit majority of the tourists in the United Kingdom which accounts for more than 60% were from European countries, and due to the political conflict the number of tourists decreased significantly. In this context, it can be identified that the political factors act as a negative factor for the tourism industry of the United Kingdom (Perles-Ribes, et al., 2019). Moreover, the UK is having sound relations with other nations and is a member of the United Nations Security Council, NATO, WTO, OECD, etc. As a result, it can be said that the UK is having stable political relationships with different nations which is a positive aspect for industries like the tourism sector to flourish in its market. 
[bookmark: _Toc127959659]Economic Factor 
With respect to the economic factor, the tourism industry of the United Kingdom is a major sector that is contributing to the national economy of the country. Moreover, this sector is considered the fastest-evolving industry in the world. As per the consideration of the factor, the contribution of the tourism industry to the national economy of the UK has accounted for £131.5 billion in the financial year 2021. Moreover, the contribution of the industry increased in the financial year 2022 and accounted for £214 billion (Tian, et al., 2021). As a result, it can be observed that the industry is significantly contributing to the national economy of the country.  As per the reports it is estimated that the industry of the United Kingdom will grow at a growth rate of 1.58% and will contribute around £357 billion by the financial year 2025. As a result, it can be observed that the industry is significantly having a positive impact on the nation’s national economy. The UK’s economy is under a high inflation rate which is around 9.2% and thus is a negative aspect for the tourism industry to maintain its costs (Khalid, et al., 2020).
[bookmark: _Toc127959660]Social Factor 
The tourism industry of the United Kingdom is considered the 10th largest industry in the world. Moreover, the nation is associated with a wide number of tourist destinations that attract tourists from worldwide. In the financial year 2021, the number of tourists that visited the United Kingdom was around 7 million and in the year 2022, the number of tourists was around 30 million. As a result, there is a significant hike in the number of tourists in the United Kingdom after the outbreak of Covid-19. In addition to this, the nation is having various attractive destinations which attract tourists. The destinations that are associated with the UK are “The Tower of London”, “The British Museum”, “Buckingham Palace”, etc. As a result, the social factor is having a positive impact on the UK tourism industry. Furthermore, tourists whose native language is not English will be difficult for them to interact with the locals of the UK as English is a common language in the nation and thus can be a negative factor for some tourists.
[bookmark: _Toc127959661]Technological Factor
The technological factor is playing a great role in the growth and development of the tourism sector in the United Kingdom. With the advancement of technology, the tourism industry in the United Kingdom is also growing significantly. In the area of advancement, digitalisation has helped significantly in the process of growth and development. With the help of digitalisation, tourism organisation is able to offer tourists with online booking facilities that have improved the quality of service. Moreover, the emerging Augmented Reality and Virtual Reality have resulted in a significant effective measure that helps in the growth and development of the tourism industry as it helped in providing a realistic experience to the customers by showcasing the surroundings with the help of rooms, photographs, videos, etc. As a result, the technological factor also has a positive impact on the tourism industry of the UK (Han, et al., 2019). Moreover, augmented reality and virtual reality may depict an attractive lookout but may not be the authentic showcase of the tourist spot and hence is a negative factor.
[bookmark: _Toc127959662]Legal Factor
The tourism industry of the United Kingdom has undergone various legal aspects after the event of Brexit. There are various changes in the legal frameworks after the event of Brexit which created the process of legal proceedings a bit complex. With the impact of the event, changes were significantly made to the requirements of passport validity for European citizens if they visit the United Kingdom for a longer period of time. For example, if a person from a European nation is visiting the United Kingdom for more than 6 months, the tourist is required to undergo visa proceedings. As a result of the event, the legal proceedings for the tourist have been made a bit complex which can be considered as a negative impact. The legal framework helps in maintaining the security of the nation with the help of visa. Hence, the fact reflects a positive factor for the tourism industry.
[bookmark: _Toc127959663]Environmental Factor
With the growth and development of the tourism industry in the United Kingdom, the environment of the nation is significantly getting affecting by the particular sector. With the increase in the number of visitors to tourist destinations in the United Kingdom, carbon emission has also increased significantly. According to the reports, the tourism industry in the United Kingdom causes 5% of carbon emissions that are caused by airplanes, vehicles, ships, etc. A tourist destination in the United Kingdom that is Cornwell has seen an increase in food waste by 45% which is caused by the increase in the number of tourists (Ișik, et al., 2020). As a result, it is a negative factor for the tourism industry of the United Kingdom. The awareness of environmental sustainability has led to the use of electric vehicles as a mode of transports that has zero emissions which acts as a positive factor for the tourism industry. 
[bookmark: _Toc127959664]Porter’s Five Forces Analysis with respect to the Tourism Industry
The framework of Poter’s Five Forces Analysis is considered a prominent methodology that helps in determining the market environment in a broad manner. With the help of Porter’s Five Forces Analysis, the associated strengths and weakness of the market environment is determined. Moreover, the paradigm also helps in identifying and evaluating the factors that are influencing the market environment. In addition to this, the framework of Porter’s Five Forces Analysis helps in determining the competitiveness of the market environment. As a result, the methodology works with the help of various aspects that identifies the competitive rivalry, the bargaining power of suppliers, the bargaining power of customers, the threat of new entrants, and the threat of substitute products or services (Mugo, 2020).         
As per the consideration of Porter’s Five Forces Analysis framework, the study will further focus on various aspects that in affecting the Tourism Industry of the United Kingdom. The discussion of the theory is discussed below:
[bookmark: _Toc127959665]The threat of new entrants 
With respect to the threat of new entrants to the tourism industry in the United Kingdom, the associated threat is low as the tourism industry is considered a capital intensive industry that requires a huge capital in the areas of inventory, real estate, advertisements, etc. The organisations that are going to undertake business activities in the tourism industry face various problems during the initial stages with respect to the amount of capital required to set up a business in the tourism sector or industry. Moreover, the market environment of the United Kingdom is associated with high inflationary pressure which significantly creates a barrier for new players to enter the tourism sector as it is a capital intensive industry. As a result of the findings, it can be significantly identified that the factors related to the threat of new entrants are a negative aspect for new players who wants to enter the tourism industry and is a positive aspect for the existing players that are undertaking their business activities in the industry (Nam, et al., 202). 
[bookmark: _Toc127959666]The bargaining power of the suppliers
As per the consideration of the framework, the bargaining power of the suppliers in the tourism industry of the United Kingdom is low. In the tourism industry, the suppliers are majorly considered as the employees of the organisations. The tourism industry of the United Kingdom is considered the 10th largest industry in the world. Moreover, the tourism industry of the United Kingdom was accountable for creating around 4.11 million jobs (Campos Soria & Robles Teigeiro, 2019). As a result, it can be considered that the sector is having great access with respect to the number of employees associated with the industry. As a result, it can be said that the factor is having a positive impact with respect to the creation of jobs in the tourism sector. Moreover, the national economy of the United Kingdom is undergoing a high inflation rate which creates difficult situations for organisations to maintain their operating cost which includes wages of the employees as well. As a result, the employees are also not getting high salary packages due to the fact. Hence, it can be determined as a negative impact on the tourism industry of the United Kingdom. 
[bookmark: _Toc127959667]The bargaining power of the buyers
With consideration of the tourism industry of the United Kingdom, the bargaining power of the buyers is high. In the context of the tourism industry of the United Kingdom, there are significant players associated with the industry that is providing facilities to the local people as well as the tourists. Customers or tourists can easily access different players associated with the industry with the help of online surfing in the internet. As a result, the tourist can easily identify the best service available in the market as per their needs and wants. As a result, it can be observed that it is significantly a negative aspect as per the organisation's point of view that is operating in the tourism industry as the tourist can easily shift to a different organisation for a better quality of service. Moreover, organisations in the tourism industry focus on attracting customers and do not want their customers to shift to another service provider. As a result, organisations in the tourism industry focus on improving their quality of service to seek customers, and thus is a positive aspect (Malak-Rawlikowska, et al., 2019).  
[bookmark: _Toc127959668]Competitive Rivalry 
With respect to the tourism industry of the United Kingdom, the competitive rivalry in the industry is high. As the tourism industry of the United Kingdom is considered the 10th largest industry in the world and thus is associated with a number of players that are focusing on providing quality service to tourists, it can be said that the industry is having a significantly high degree of competitive rivalry in the market. Moreover, the tourism industry is an emerging industry in the world that focuses on providing better services as compared to its competitors. Thus, this fact leads to maintaining the competitiveness of the market environment and for new players in the industry it creates a difficult situation for them to survive in the market. As a result, it is a negative aspect of the industry. Moreover, the industry deals with healthy competitive strategies that aim to maintain the ethical considerations of the business environment. Hence, the fact reflects that the market environment of the tourism industry of the United Kingdom is having a positive impact as per the consideration of maintaining an ethical competitive environment (Kim, et al., 2021). 
[bookmark: _Toc127959669]The threat of substitute products or services
According to the tourism industry of the United Kingdom, there are a significant number of players that have established their business operations, and thus the threat of substitute products or services is high. Some of the tourism organisations that provide quality services in the tourism industry are TUI, Premier Inn, etc. As a matter of the fact, customers can seek better services by comparing the quality of services as per their needs and wants. Thus, the availability of substitute products or services acts as a negative factor for the organisation operating in the industry. Moreover, the organisations can determine what services their competitors are providing, and with the help of the market survey, the organisations can improve their service profile which will help in reducing the threat of substitute products. As a result, it can act a positive factor for the organisations that are operating in the tourism industry in the UK market (Davis, et al., 2021). 
[bookmark: _Toc127959670]Conclusion
With the help of the findings, it has been identified that tourism of the United Kingdom is ranked as the 10th largest industry in the world. Moreover, with the help of the theories various factors have been identified that have elaborated some negative and positive aspects. As a result of the identified factors, it can be concluded that the positive aspects have a great influence and thus the industry is having a great contribution to the national economy of the UK. 
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