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5 challenges shaping hospitality

This report examines the challenges the UK 

hospitality sector is facing. The purpose of this 

paper is to explore the top-level findings for 

how the sector can develop to slow the rate of 

cost growth yet boost customer and employee 

satisfaction. 

It considers how the sector is facing a series 

of issues as it attempts to navigate increasing 

property and employment costs; Brexit-related 

pressures; new entrants and digitisation.

A slower growth rate was seen in the UK hospitality 

industry in 2018 than the lively pace of growth 

seen in 2017. Following the Brexit Referendum in 

2017, the weak pound attracted record numbers 

of international leisure tourists. This year brings 

a higher level of uncertainty but the forecast for 

growth, although modest is still reasonably strong. 

The paper used desk-based research to present the 

findings.

This report is aimed at executives, financial 

directors and procurement directors, and 

employees tasked with strategic purchasing and 

cost efficiency.

For company leaders, it highlights how the 

challenges faced by the sector are forcing 

organisations within the sector to adapt to survive 

and thrive, and encourages innovation to remain 

competitive. 

For those with responsibility for strategic 

purchasing, it highlights the role that procurement 

can play in helping hospitality providers to embrace 

initiatives and respond to consumers’ expectations.
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The hospitality sector is in a period of change. Digitisation is transforming the industry, along with 

increasing customer expectations. Organisations need to adapt and innovate to grow sustainably. 

Our high streets, as we once knew them are changing across the country. Shops are closing, sales are falling and 

visitors declining. The current downturn began with the financial crisis that hit the UK in 2009.

But the High Street is far from dead; we are seeing a revolution. High streets are becoming more leisure-based 

destinations as consumers demand more from their shopping experience. Restaurants, cafes and ‘experience’-

based storefronts have the potential to boom. However, it’s a highly competitive market and insolvency rates in 

the hospitality trade are high.  

Challenges to the industry are prevalent. In recent years, increases in the National Minimum Wage and the 

National Living Wage have placed extra strain on profit margins for the sector. Historically, the industry has relied 

on workers from the European Union (EU) but Brexit is already having major implications. And the home sharing 

economy is growing at a dynamic rate.   

In this paper, we explore key steps towards building a more sustainable and profitable future. We present these 

steps to help achieve profitability by leveraging emerging trends but acknowledge that they are not exhaustive.

INTRODUCTION

UK HOSPITALITY SECTOR

4th 4.6m £130bn 10%

The UKs fourth 
largest industry

Employs 4.6million 
people

Contributes 
£130billion of 

economic activity 

It represents 10% of 
GDP, equivalent to 

£143billion 
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The overriding challenge in the sector is to deliver innovation, quality and value to meet the growing expectations 

and demands of the consumer. Today’s consumers are digitally active and expect a highly personalised, 

multichannel service from brands. But they remain cautious with their expenditure during this current period of 

higher inflation and continued economic uncertainty. 

The impact of Brexit; a transient workforce; new entrants such as home sharing (e.g. Airbnb) and digitisation are 

driving organisations to adapt to new ways of working. New business models are required to contend with the 

pressures of demand for quality and overall efficiency. It’s a period of significant change. 

Here we outline five major challenges affecting the hospitality industry today.    

1. Brexit

CHALLENGES IN THE
HOSPITALITY SECTOR

Brexit has the potential to add to workforce pressures within the sector. The sector has long relied on EU and 

other foreign nationals in all parts of the workforce. Between 12.3% and 23.7% of the UK hospitality sector 

workforce is made up of EU nationals. (Source: KPMG, March 2017.) 

There is sparse detail about what the UK’s policy on migration will look like post-Brexit. At the time of writing 

(June 2018), the UK government has not yet released a post-Brexit immigration policy. The publication of the 

white paper is now set for autumn 2018, although a recent Politico report suggests it may be delayed until July 

2019.

As we approach 29th March 2019, it would appear anecdotally from organisations, that Brexit is already having an 

impact on the sector. Faced with the uncertainty of a post-Brexit UK, foreign workers are reluctant to come here, 

not least as the pound is worth less in euros for them to send home. A recent survey conducted by YouGov on 

behalf of software company Planday, suggests ‘one in 10 (11%) people working in UK restaurants, catering, bars 

and hotels are thinking about leaving the UK as a result of Brexit.’ 

Brexit potentially also brings other consequences and vulnerabilities such as increased import costs. This could 

mean a less-secure means of supply. 

Responding to these and future post-Brexit challenges requires hospitality organisations to develop their own 

comprehensive strategies.  
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Brexit: future drivers

‘‘ ‘‘

James Stuart, Head of Brexit at KPMG in the UK

Many people talk about Brexit as if it’s exclusively a negative force 
to be mitigated... Some organisations need to fix the downsides of 
Brexit, others are looking to exploit the upsides – but the smartest are 
doing a combination of both.

Following the Brexit Referendum, a weaker pound is a key driver impacting the UK’s hotel trade. It’s made the 

country a more attractive destination for foreign visitors, with London especially, retaining its strong appeal.  The 

weaker pound should also benefit hotels through a return of ‘staycations’, since overseas travel is more expensive. 

EU citizens already living in the UK can remain, post-Brexit, allowing workers already in the sector to continue 

to make a valuable contribution. Organisations which rely on EU Nationals should work towards upskilling their 

current workforce. British workers should be offered initiatives to draw them into the sector such as career 

progression schemes, with clear pathways that can lead to senior management roles for those who want them. 

And reengaging with other underemployed socio-demographic groups such as older workers; working parents 

and Not in Education, Employment or Training (NEETs) should be considered.

2. Retaining and recruiting staff
Hospitality is all about people but staffing is a key issue for most businesses within the sector. Employee turnover 

can have a negative impact on any organisation’s performance. The demand for staff in the hospitality sector at 

all levels of experience and skillset is strong. The challenge is the supply. 

Many jobs are flexible and typically attract students and people looking to work on a part-time or temporary 

basis. The workforce within the hospitality sector is young, with one in six being under the age of 20. Many 

workers within the sector are simply working to collect a wage at the end of the month; happy to take on the work 

as a ‘stop-gap’ position. 

The sector is seen to offer low wages, unsociable hours and poor conditions and it endures the highest rate of 

labour turnover of all the sectors of the economy. This is due in part, to the short-term student and overseas 

workers.  Seventy percent of higher education students work in hospitality concurrently with their course yet 

only a small number stay in the industry after graduating. It’s a tough challenge to hire good people, especially if 

career development opportunities are limited. Ambitious workers at all levels of experience and skill are crucial to 

ensuring customer demands are met and indeed, exceeded. 
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Retaining and recruiting staff: key enablers

Not all turnover is bad. It can have a positive impact by losing underperforming staff and retaining high-

performers and those who wish to achieve.

Best practice starts with recruitment. The hospitality sector will need to find resourceful ways to attract and retain 

skilled employees by developing new roles and expanding skills. Experience can be gained but attracting people 

with the right attitude, values and standards can offer significant cost benefits in the long-term. Employability 

skills, such as team-working and communication are fundamental.

‘‘

‘‘

- Philip Shepherd, Senior Partner, Hospitality & Leisure team, PwC

One of the questions for the industry is to shed the image that it is a 
part-time job, not a long-term career.

A key approach is to raise the profile of working within the sector to present versatile career pathways and 

programmes to those who are looking to develop a career in hospitality.

Once the right people have been recruited, the next priority is to keep them and ensure they grow with the 

organisation by investing in identifying, nurturing and developing their skills and career interests. This is especially 

relevant in a millennial workforce, who actively seek training and development opportunities. 

Millennials are now the UK’s largest generation in the workforce. To cultivate a strong sense of commitment 

among them it’s fundamental to review the traditional workplace. Millennials enjoy working collaboratively so 

team-bonding initiatives can strengthen bonds between workers. They are looking for leadership programmes 

and the potential to advance in their careers. Millennials seek flexible work schedules to achieve a better work-life 

balance. 

PwC’s ‘Next Gen: A Global Generational Study’, reports: ‘millennials have a new approach to workplace 

productivity and flexibility. This generation does not believe that productivity should be “measured by the 

number of hours worked at the office” but rather by the output of the work performed.’ 

But so do other generational demographic cohorts. PwC identifies the fact that employees from across the 

generations feel so strongly about wanting flexible work programmes they are willing to reduce working hours 

and a reduction in pay to achieve it.

The shift-pattern of working has been fundamental to the operation of the traditional hospitality industry. 

Today’s workforce expects more than just fair working schedules; flexibility and better pay are key. It is critical that 

hospitality organisations devise new strategies and fresh perspectives to create a new, flexible and sustainable 

workforce. 
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3. New entrants in the hospitality sector

ONLINE COMMUNITY ACCOMMODATION
The online community accommodation market, such as Airbnb, is growing at a powerful rate. The Brand Finance 

Hotels 50 Annual Report, 2018, states: “Airbnb’s brand value rose by more than 51% to over $US5.5 billion this 

year. This marks the first time in which Airbnb’s brand value exceeds that of all but one hotel brand valued in the 

Hotels 50 – Hilton. Given Hilton’s downward trend, it would not be surprising to see Airbnb surpass all hotel brands 

in the 2019 table.”

Airbnb has changed consumers’ travel expectations. For many, a standard hotel room is no longer adequate. 

Consumers now expect a much more personalised service; an ‘experience’ and not just a ‘stay’.

THE CONSCIOUS CONSUMER
Consumers have several tools and technologies at their disposal and are actively seeking out ethical choices. They 

are using their personal spending power to encourage ethical business practices. 

In 2017, we saw a surge of popularity in vegan food and it’s predicted to grow this year and beyond. 

I think vegan food will become far more common and accessible as 
people become more conscious about the environment and their 
health. I think we’ll see top chefs having to embrace the movement, 
dietary requirements have massively increased since I started 
cooking and it’s difficult to ignore the issues are that arising with our 
environment.

‘‘ ‘‘
- Ben Marks, Head Chef, Perilla 

Environmental campaigners have warned about unsustainable single-use plastic for years and it’s finally being 

taken seriously. Cutting down on single-use plastic is the number one priority for most conscious consumers and 

should be for businesses too. Consumers are saying ‘no’ to plastic cutlery and straws and demanding paper or 

wooden alternatives.  

FOOD DELIVERY
The UK consumer has a ravenous appetite for home-delivered food. They are demanding restaurant-quality 

food to be delivered directly to their door with nothing more than a few taps on an app platform. Food delivery 

apps such as UberEATS and Deliveroo are leading a new food experience. Deliveroo ‘could be worth £1.5bn to UK 

economy by 2019’, according to a study carried out by Capital Economics. 

P a g e  7
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Adopt an agile mindset
As we have seen the new entrants affecting the sector are bringing transformation and new ideas to the 

hospitality market. Being able to quickly adapt to consumer needs will be critical; with new business models and 

flexibility key. Instead of working in the same way and offering the same things, new models enable organisations 

to work collaboratively with consumers to find new solutions.  

An agile firm is quick to adapt to the shifting marketplace, and may be better placed to meet changing client 

demands.

CASE STUDY #1
Marriot International is now offering the home-share market by launching tributeportfoliohomes.

com from April 2018. It’s a six-month pilot scheme in partnership with Hostmaker, a London home 

rental management service. 

Guests will be given a guaranteed in-person check-in and round-the-clock phone support. 

Hostmaker will make regular checks to ensure the accommodation continues to meet its 

standards of exceptional quality.   Airbnb on the other hand, relies on consumer reviews after 

one initial check.  

‘‘

‘‘ Hostmaker already does an incredible job of curating a great portfolio of homes, and 

we added other types of design, safety and security criteria that meet our standards.

- Adam Malamutt, Chief Customer Experience Officer, Marriott

CASE STUDY #2
EDITION Hotels, which is co-owned by Marriot, have pledged to eliminate single-use plastic from 

all their hotels by Spring 2019 and to ‘serve as a leader in the hospitality industry for a plastic-free 

moment-turned-movement.’ 

EDITION is leading a campaign committee of influential hoteliers to look at industry-wide solutions 

to the plastic problem.   

‘‘

‘‘ In the hospitality business, we don’t think about how many touch points there are, 

whether there’s a keycard, or a mini-bar, to-go food at the pool, or a toothbrush… and I 

realised I was in a position where I could affect some change.

- Ben Pundole, Vice-president of brand experiences, EDITION
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4. Digital Technology
There is a greater need than ever to enhance consumers’ experiences and technology is playing an increasingly 

important role in the hospitality industry. This is not about technology to open and close curtains or as simple as 

having fast Wi-Fi, it’s about guests being able to do the things they would do at home. It’s about the little extras; 

the experience that fits with their personal preferences and individual needs. It’s about giving consumers choices, 

simplicity and seamlessness. 

Technology trends to watch
In a recent think tank report from UK Hospitality in partnership with Sky, ‘Home away from home hotel 

technology: Expectations and future predictions 2018’, Artificial Intelligence (AI); Augmented Reality (AR); and 

Internet of Things (IoT) are stated as the ‘next big trends’.

SMART CONCIERGE SOFTWARE
Smart Concierge is expected to be the first technology to be widely available, and soon. A concierge app is 

software which serves as a personal assistant, offering instant connection between the consumer and the brand. 

There are three main groups of concierge app; not all are solely AI, they may include person-to-person interaction 

as well: 

1. apps serving as hotel receptionists, which can provide any information such as price rates or availability

2. apps serving as travel assistants, which hold information about routes and allow users to book tickets

3. apps serving as interactive guides, giving the user information about events and entertainment

INTERNET OF THINGS (IOT)
Internet of Things refers to how various devices connect, share and receive information between each other. IoT 

will be able to streamline the end operations by connecting smart devices, systems and processes. IoT will allow 

consumers to personalise and control their experience and interactions with the brand. 

ARTIFICIAL INTELLIGENCE (AI)
Artificial Intelligence and particularly voice control will be increasingly common. A virtual host can be connected 

to vast amounts of data and has the potential to make instant recommendations based on what it knows about 

the individual consumer. 

AUGMENTED REALITY (AR)
Augmented Reality enables images to be superimposed on a user’s view of the world. AR is not yet mainstream 

technology for the sector, but it is predicted its use will be more prevailing with time. Hub by Premier Inn was an 

early adopter – each bedroom features a local map on the wall which can interact with its app to give the user 

recommendations for local restaurants, museums, sports facilities and more. 

Technology and infrastructure are ongoing investments; ultimately, technology must enhance and not replace 

human interaction. As we noted earlier, hospitality is all about people. 
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5. Procurement Costs
Finance professionals are under constant pressure to control and manage third-party costs. Procurement 

manifests an unrivalled set of challenges. Uncertain variables such as Brexit pressures and workforce-related 

strains can negatively impact supply.   

Procurement teams are well placed to assess supplier services and benefits, but need to review processes for 

efficiency. Procurement has been slow to take advantage of technology. Traditionally, technology use within the 

industry has focussed on cost-cutting. 

Historically, procurement has looked in the rear-view mirror and out 
of the back window; now we can look out through the windscreen at 
the road ahead.

‘‘ ‘‘

- Andrew Coulcher, Director of membership and knowledge, 
Chartered Institute of Purchasing and Supply

According to the 2018 Deloitte survey, Leadership: Driving innovation and delivering impact, ‘digital 

transformation is inevitable and high performing organisations are leading the way on adoption’. But the survey 

recognises the level of speed of digitisation across procurement functions is currently low. Only 18% of the 504 

procurement leaders surveyed have a digital procurement strategy supported by a complete business case. 

Procurement: looking to a digital future
Cutting costs is of course important, but technology can be made to work much harder for your organisation 

if used innovatively. Digital technologies are allowing new ways for organisations to respond to the needs of 

consumers and suppliers. 

Technologies such as machine-learning and Artificial Intelligence (AI) are remodelling the administration of data. 

Step forward big data and predictive analytics to monitor spend and add value. 

With accurate predictions, AI brings an important and influential role for the CPO who can offer vital insights into 

the future of the organisation. Procurement can move from a simple buyer to a trusted-adviser role. 

P a g e  1 0
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Deloitte’s view is that applying digital technologies to the 
procurement function will enable strategic sourcing to become more 
predictive, transactional procurement to become more automated, 
supplier management to become more proactive, and procurement 
operations to become more intelligent.

‘‘ ‘‘

— Deloitte, Leadership: Driving innovation and delivering impact. 
Survey 2018

CONCLUSION
As we have seen, the many challenges affecting the hospitality sector are bringing transformation and new ideas 

to the market. 

The sector relies on consumer confidence. Innovative organisations will embrace new models of work to deliver 

quality and value. Brand strength and efficient distribution channels are key. 

There is no single solution, not least as the possible choices potentially take considerable time to implement 

effectively. A range of transformative initiatives are required. 

Organisations should consider strategic investments in people, processes and digital technologies. 
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TESTIMONIALS

St Austell Brewery

We have saved in excess of 10-15% on like for like purchasing. The largest benefit is 
the controls we now have in place with regard to product visibility, accountability and 
authorisation. We believe we have reduced our internal stock levels for workwear, 
workplace, janitorial and stationery by 60-70%. We completely rely on OfficeTeam to 
deliver next day.

We see OfficeTeam as a very important supplier to our business. We have committed to 
ordering several product areas from them and so far the service has been exceptional. 
The improvement of service with timely deliveries is very impressive. Potentially we are 
looking at using their interiors division in the near future.

‘‘

‘‘

Pesto

We enjoyed the strong working relationships with both the OfficeTeam account 
manager and the facilities supplies specialist. We’re always working to decrease 
the soft cost element within the supply chain, and have found that the Facilities 
Supplies team is paramount in helping us achieve this. If we have an issue, we know 
they offer the flexibility to resolve it in the best way possible. We would definitely 
recommend the workplace solution to others, as the working relationship with the 
FacilitiesSuppliesTeam specialist and OfficeTeam account manager is second to 
none.

‘‘
‘‘

ABOUT OFFICETEAM
We deliver value for a wide range 
of organisations in the hospitality 
sector.  
OfficeTeam has a heritage unmatched in the office 

supplies market. A British company founded over 

100 years ago, our business has grown through 

the acquisition of complementary businesses and 

expertise. 

Today we provide our customers with a single 

trusted source for their business supplies 

requirements.  Our expert teams operate under 

specialist brands, while as a Group we lead the 

market by providing the most extensive portfolio 

of business supplies and services – available via a 

single online portal.

www.officeteam.co.uk 


