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Resilience & Reinvention: The State of the UK Hospitality Industry in 

2025 and Beyond 

 
Executive Summary 

 
The United Kingdom's hospitality industry stands as a critical pillar of the national economy and 

social fabric. As the country's third-largest employer, it provides livelihoods for 3.5 million 

people and contributes £93 billion directly to the economy annually. It is a sector that defines 

high streets, drives tourism, and offers vital entry-level employment and career progression 

opportunities in every region of the UK. However, beneath a surface of nominal revenue 

growth, the industry is navigating a perilous landscape defined by a confluence of 

unprecedented challenges that threaten its long-term viability. 

This report provides an exhaustive analysis of the state of the UK hospitality industry in 2024 

and its outlook for the next five years. It finds a sector trapped in a state of "profitless 

prosperity," where headline revenue growth is systematically eroded by record inflation, 

leaving businesses financially fragile. This fragility is dangerously compounded by a 

contradictory and burdensome fiscal environment. Impending increases to employer National 

Insurance Contributions (NICs) and a reduction in business rates relief are set to impose billions 

in additional costs, directly undermining the sector's ability to invest, grow, and create jobs. 

The financial crisis is mirrored by a profound human capital crisis. Chronic staff vacancies, now 

consistently over 100,000, and a turnover rate double the national average, point to deep-

seated issues with retention. This is inextricably linked to an escalating mental health 

emergency, with over three-quarters of the workforce reporting mental health struggles, 

driven by poor work-life balance and financial insecurity. 
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Furthermore, while the industry is one of the most diverse at the frontline, a stark lack of 

inclusion at leadership and board levels represents a significant waste of talent and a barrier to 

progress. This is compounded by a parallel funding crisis within the further and higher 

education systems, which threatens to dry up the skills pipeline at its source. 

Looking ahead, the industry faces both opportunities and threats. Evolving consumer demand 

for experiential, sustainable, and tech-enabled hospitality offers new avenues for growth. 

However, success will be determined by an operator's ability to navigate cautious consumer 

spending and a complex regulatory horizon. 

The challenges facing the UK hospitality industry—costs, workforce, and mental health— are 

not isolated but are deeply interlocked, creating a vicious cycle that requires a holistic and 

coordinated response. This report concludes with a clear, actionable blueprint for government, 

industry bodies, and business leaders. It calls for urgent fiscal reform, including a lower rate of 

VAT and a fundamental overhaul of business rates; strategic investment in a sustainable talent 

pipeline through apprenticeship reform and support for education; and a profound cultural 

shift that places employee wellbeing and inclusive progression at the heart of the business 

model. The resilience of the hospitality sector has been proven time and again; with the right 

strategic interventions, it can be reinvented to not only survive but thrive as an engine of 

economic growth and social prosperity for the UK. 

For the fundamental core of this report, we’ve referenced data from over 80 reference points 

to build and consolidate the overall narrative. The collective narrative is essential. 

Visionary Chefs sits at the heart of this report as a new industry spanning holistic approach. 

This approach relies on new self-regulated best practices being adopted by education and 

industry to disrupt ongoing destabilising forces highlighted in this report. 

There is no doubt that Uk Hospitality as an industry is facing multiple acute pressures. We see 

the response to these pressures on an ongoing basis as generally reactionary. By promoting a 

pro-active approach at scale, we feel that many of the issues we face are surmountable in the 

medium term, being aware that only action in the short term will activate the stabilising 

change we all wish to see. 
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Section 1: The Economic Engine of UK Hospitality 

The hospitality industry is a cornerstone of the United Kingdom's economic and social 

landscape. Comprising a diverse range of businesses from hotels and restaurants to pubs, bars, 

and entertainment venues, it is a significant generator of revenue, employment, and tax 

contributions. However, a detailed analysis of its financial state reveals a sector under immense 

strain, where headline growth figures mask a reality of shrinking margins, precarious 

profitability, and a burdensome fiscal environment that threatens its long-term sustainability. 
 

 

 

 

 

 

 

 

 

 

 

 
1.1 Economic Contribution, Revenue, and the Inflation Paradox 

 
The sheer scale of the UK hospitality industry underscores its national importance. It directly 

contributes £93 billion to the UK economy annually.1 In 2023, the economic output of food 

and accommodation services alone was £62.5 billion, representing 2.8% of total UK economic 

output.4 The market size was valued at USD 69.50 billion in 2024, with strong projections for 

future growth; one forecast anticipates the market reaching USD 99.38 billion by 2032, growing 

at a Compound Annual Growth Rate (CAGR) of 4.5%.5 Another analysis projects growth from 

USD 58.84 billion in 2025 to USD 66.67 billion by 2030, a CAGR of 2.53%.6 

Quarterly sales data from the industry body UKHospitality paints a picture of robust nominal 

growth. In the fourth quarter of 2024, hospitality revenue reached over £145 billion, a 10% 

increase compared to pre-pandemic levels.7 Similarly, revenue in the year to June 2024 grew to 

£144 billion, an 8.1% increase versus pre-pandemic figures.7 However, these headline numbers 

present a dangerously misleading picture of the sector's 
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health. The persistent, record-high inflation of recent years has created a significant paradox. 

When adjusted for this inflation, the sector's revenue growth is entirely negated. Despite the 

nominal increase, UKHospitality estimates that revenue remains approximately 

£20 billion short of where it would need to be to have kept pace with rising costs.7 This trend 

has been consistent; in the second quarter of 2023, turnover was almost 20% behind 2019 

levels in real terms, demonstrating that businesses are working harder and generating more 

cash, but their purchasing power and profitability are declining.7 

This financial pressure is not distributed evenly across the industry's sub-sectors, which have 

demonstrated varied performance: 

● Hotels: The hotel sector has experienced a tumultuous period. While 2024 saw the 

highest level of dealmaking in nearly a decade, with transactions totalling £3.08 billion, 

this investor confidence belies underlying operational weakness.8 Five-year forecasts from 

IBISWorld predict that in the period from the start of 2020 to 2025, UK hotel revenues will 

have declined at an annual CAGR of 1.2%.9 

● Pubs and Bars: This sub-sector has shown greater resilience in revenue terms. By pivoting 

quickly to off-trade sales and takeaway food during the pandemic, pubs and bars have 

been able to forecast a five-year revenue increase at a 2.2% CAGR to 2025.9 However, 

this revenue growth has come at a significant cost to profitability. 

● Restaurants: The restaurant sector is showing positive signs of recovery and adaptation. 

Quick Service Restaurants (QSRs) have thrived, capitalising on consumer demand for 

affordable and convenient dining options.8 At the other end of the market, the fine dining 

sector has expanded, with London seeing a 46% increase in restaurants charging over 

£150 per head.8 Overall, restaurant revenue was anticipated to increase by 7.8% in the 

2024-25 period.9 

This data reveals a critical vulnerability. The industry is trapped in a cycle where it must run 

faster just to stand still. The headline revenue figures, while seemingly positive, mask a deep-

seated financial fragility. This state of "profitless prosperity" means that businesses have little 

to no buffer to absorb external shocks, making them exceptionally susceptible to the cost and 

tax pressures detailed in the following section. This lack of retained profit stifles the ability to 

make crucial investments in staff training, technological upgrades, and property maintenance, 

creating a long-term drag on productivity, service quality, and competitiveness. 
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Table 1: UK Hospitality Industry - Key Economic Indicators (2024-2025) 
 

Metric Value (£/Number) Key Context Source(s) 

Direct Economic 

Contribution 

£93 billion (annual) Represents a major 

component of the UK's 

service economy. 

1 

Annual Revenue 

(Nominal) 

£145 billion+ (Q4 2024) Shows a 10% increase 

on pre-pandemic levels, 

but this is not adjusted 

for inflation. 

7 

Annual Revenue (Real 

Terms) 

Approx. £20 billion short After accounting for 

record inflation, the 

sector's growth is 

erased. 

7 

Total Tax Receipts £54 billion (2022) A vital source of 

revenue for the 

Treasury, primarily from 

VAT on sales. 

3 

Total Employment 3.5 million (direct) The UK's third-largest 

employer, providing 

jobs in every region. 

1 

Business Investment £7 billion (2022) Demonstrates the 

sector's role in capital 

investment, though 

this is now at risk. 

2 

 
 

 
1.2 Taxation and Fiscal Headwinds: A Policy Contradiction 

The hospitality industry is a significant net contributor to the UK Exchequer, generating an 

estimated £54 billion in tax receipts in 2022.2 The government's total tax receipts reached a 

record of nearly £850 billion in the 12 months to December 2024, driven in part by a high tax 

burden on businesses.11 However, the sector is currently facing a barrage of fiscal policy 

changes that are set to increase its cost base dramatically, creating a direct contradiction with 

the government's stated aim of using hospitality to drive national economic growth. 
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The key fiscal pressures are: 

● Business Rates: This property-based tax is a critical and volatile cost for hospitality 

businesses. A temporary 75% relief for retail, hospitality, and leisure businesses, capped 

at £110,000, was introduced in April 2024. However, this is scheduled to be reduced to 

40% in the 2025/26 tax year, representing a substantial cost increase.8 The support also 

varies significantly by location; Wales has already cut relief to 40%, while Scotland and 

Northern Ireland offer no general rate relief at all (with an exception for the Scottish 

islands).13 The Financial Times estimates this reduction will increase the amount paid by 

UK businesses by £900 million in 2025, rising to £2.7 billion in 2026.14 While a 

permanently lower level of business rates has been promised from 2026/27, the 

immediate outlook is a severe cost shock.12 

● Employer National Insurance Contributions (NICs): This is perhaps the most acute 

pressure point. From April 2025, the employer NICs rate is set to increase from 13.8% to 

15%. Simultaneously, the threshold at which employers start paying NICs will be lowered 

from £9,100 to £5,000.8 For a labour-intensive sector like hospitality, the impact is 

profound. UKHospitality analysis reveals this will increase the cost of employing a single 

full-time staff member on the National Living Wage by at least 

£2,500 per year.12 The Shadow Treasury Secretary, citing UKHospitality calculations, 

stated this would cost the sector 

£1 billion annually.14 

● Corporation Tax: The headline rate of corporation tax was increased from 19% to 25%, 

adding further pressure on any profits that businesses are able to make.11 

● Value Added Tax (VAT): The UK maintains one of the highest rates of VAT for hospitality in 

Europe. Industry leaders consistently point to the temporary VAT reduction during the 

pandemic as evidence that a lower rate stimulates demand, drives revenue, and ultimately 

supports economic activity.12 The current high rate acts as a direct tax on consumers and 

a brake on growth. 

● Minor Reliefs: While measures such as a 1.7% cut in draught alcohol duty (equivalent to 1p 

per pint) are welcome, they are widely seen as tokenistic and doing little to offset the 

enormous increases in labour and property costs.12 

This combination of tax hikes reveals a fundamental policy incoherence. The government's own 

hospitality strategy, published in 2021, identifies the sector as a key engine for job creation and 

levelling up.15 Yet, the fiscal policies being implemented appear to treat it as a high-margin 

industry capable of easily absorbing significant tax increases. This approach directly 

undermines the sector's ability to fulfil its economic potential. As UKHospitality CEO Kate 

Nicholls has warned, these changes will force businesses to "freeze recruitment, reduce hours 

available for staff and reduce employment 
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levels".16 This disconnect between stated strategic goals and actual fiscal policy creates 

enormous uncertainty, deters investment, and actively prevents the sector from delivering the 

growth and jobs the country needs. 

Table 2: Summary of Key Fiscal Policy Impacts on Hospitality (2024-2026) 
 

Policy Area Change/Measure Effective Date Estimated 

Financial Impact 

on Sector 

Source(s) 

Business Rates 

Relief 

Reduction from 

75% to 40% for 

eligible 

businesses in 

England. 

April 2025 Part of a 

cumulative cost 

increase; FT 

estimates £900m 

rise for UK 

businesses. 

8 

Employer 

National 

Insurance (NICs) 

Rate increase 

from 13.8% to 

15%; threshold 

lowered to 

£5,000. 

April 2025 £1 billion annual 

cost to the 

hospitality sector. 

12 

Corporation Tax Headline rate 

increased from 

19% to 25%. 

April 2023 Squeezes post- 

tax profits, 

reducing funds 

for reinvestment. 

11 

National Living 

Wage (NLW) 

Increase to 

£12.21 per hour. 

April 2025 Significant 

increase in 

payroll, the 

sector's largest 

cost category. 

14 

VAT Remains at 20%, 

one of the highest 

in Europe for 

hospitality. 

Ongoing Suppresses 

consumer 

demand and 

business revenue 

compared to a 

lower rate. 

12 
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1.3 Profitability Under Siege 
 

 
The cumulative effect of stagnant real-terms revenue and escalating costs is a severe and 

sustained attack on profitability. Across the industry, margins are being squeezed to 

unsustainable levels, pushing many viable businesses toward financial distress. 

Five-year forecasts for the hotel sector show profits contracting at an annual rate of 3.1% in 

the period from 2020, with profit margins shrinking by 1.9 percentage points per year.9 For 

pubs and bars, despite revenue resilience, margins are forecast to fall at a five-year CAGR of 

1.1 percentage points up to 2025.9 This relentless pressure on the bottom line has grave 

consequences. 

The risk of insolvency is now a clear and present danger for a significant portion of the 

industry. While overall insolvencies were down 13% year-on-year in November 2024, they 

alarmingly jumped 29% month-on-month from 253 in October to 327 in November.19 This 

sharp increase, coming in the immediate aftermath of the Autumn Budget announcements, 

was described by analysts at RSM UK as a potential "early warning sign for the sector".19 

Business confidence has plummeted, with a 2025 report revealing that only 11% of hospitality 

firms feel they have fully recovered from the crises of the past five years, and just 70% feel 

positive about future growth, a drop from 80% a year prior.20 This demonstrates that the 

sector's much-vaunted resilience is being tested to its absolute limit. Without a change in the 

operating environment, an increase in business failures appears inevitable. 
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Section 2: The People Behind the Service: Employment, Skills, and Diversity 

 
The hospitality industry's greatest asset and its most significant challenge is its people. As the 

UK's third-largest employer, the sector is a vital source of jobs and a crucial entry point into 

the world of work for millions. However, it is grappling with a deep-seated workforce crisis 

characterised by chronic staff shortages, high turnover, and a troubling gap between its 

diverse frontline and its homogenous leadership. Understanding and addressing these human 

capital issues is fundamental to the industry's future. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
2.1 Employment Landscape: A Sector of Scale and Scarcity 

 

The scale of employment in hospitality is immense. The industry directly employs 3.5 million 

people, with a further 3.0 million jobs supported indirectly in the wider economy.1 This makes 

it the third-largest private sector employer in the UK, accounting for 7% of all workforce jobs 

and representing a top five employer in every single region of the country.3 

Despite this scale, the sector is defined by a persistent scarcity of labour. In early 2024, there 

were 107,000 vacancies, a level 15% higher than before the pandemic.9 Data from the Office 

for National Statistics (ONS) confirmed this figure for Q1 2024, and other sources from the 

Institute of Hospitality noted 109,000 vacancies around the same period.21 While these 

numbers have fallen from the crisis peak of 177,000 vacancies seen in Q2 2022, they remain 

stubbornly high—still more than 25% above pre-pandemic levels.13 This chronic shortage of 

staff creates a vicious cycle: it intensifies competition for labour, driving up wage costs, and 

places enormous operational pressure on existing teams, who are forced to do more with 

less.23 

This recruitment challenge is compounded by a severe retention crisis. The industry's staff 
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turnover rate is estimated to be around 30%, which is nearly double the national average.25 

This creates a "leaky bucket" syndrome, where businesses are in a constant state of hiring and 

training new staff, only to lose them shortly after. The financial cost of this churn—in terms of 

recruitment, training, and lost productivity—is substantial, and the loss of experienced, skilled 

staff damages service quality and team morale. This dynamic reveals that the workforce crisis is 

not merely a problem of attraction but is fundamentally a problem of retention, rooted in the 

culture and economic model of the industry itself. 

Simply pouring more people into the top of the funnel will not solve the problem if the 

structural issues causing them to leave are not addressed. Therefore, strategies focused on 

improving the work environment, compensation, and career prospects are not just beneficial 

but essential for survival.26 

 

 
2.2 Workforce Demographics: A Tale of Two Tiers 

 
The hospitality workforce is notable for its demographic diversity, particularly in terms of age 

and ethnicity. It serves as both a critical launchpad for young people's careers and a vital 

source of employment for older workers. 

●  Age Profile: The industry is a 

primary employer for young 

people. Workers aged 16 to 24 

make up around half of 

employees in key frontline roles, 

including 50% of waiters and 

waitresses, 48% of bar staff, and 

48% of coffee shop workers.29 

This makes the sector 

indispensable for providing first- 

job experiences and developing foundational work skills. At the same time, the 

industry has become increasingly reliant on older workers. 

Over a third of the hospitality workforce is now over the age of 50, a demographic that 

has grown by more than 165,000 since the pandemic.25 This trend is partly driven by the 

cost-of-living crisis pushing older individuals back into work.25 In response to labour 

shortages, four out of five hospitality businesses now report that they are actively 

prioritising the hiring of over-50s, viewing them as a valuable and previously untapped 

talent pool.25 

● Ethnic Profile: Hospitality is the second most diverse industry in the UK.30 Data shows that 
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1 in 6 workers (17%) comes from an ethnic minority background, a higher proportion 

than the 1 in 8 (12%) seen in the rest of the economy.31 In London, this diversity is even 

more pronounced, with 

43% of the workforce being from Black, Asian, and minority ethnic backgrounds.30 

Specific communities are highly represented; for example, 25.9% of all workers from the 

combined Pakistani and Bangladeshi ethnic group are employed in the distribution, hotels, 

and restaurants sector.33 

However, this impressive frontline diversity masks a significant and troubling paradox. A critical 

examination reveals a stark gap between the diversity of the workforce and the makeup of its 

leadership. This is not just a matter of representation but one of equity and inclusion. Despite 

the high proportion of ethnic minority staff at entry and junior levels, progress to senior roles is 

severely limited. A 2022 report found that more than half of hospitality, travel, and leisure 

companies have no ethnic diversity at the board level.34 Analysis by the Resolution Foundation 

found that workers from minoritised groups are "almost always found in lower-level roles with 

little access to career progression" and face a "pay penalty," earning less than their White 

British counterparts even after controlling for factors like age and qualifications.30 

This points to a systemic failure of inclusion. The industry is successful at recruiting a diverse 

workforce but is failing to retain and promote them equitably. As Lorraine Copes, founder of Be 

Inclusive Hospitality, argues, the sector does not have a diversity problem; it has an equity and 

inclusion problem.35 The issue is not the presence of diverse individuals, but "the roles they 

are in".36 This represents a profound waste of talent and a significant business risk, creating a 

glass ceiling that undermines the industry's claim to be a meritocratic environment and makes 

long-term careers unattractive for a large segment of its workforce. Addressing this requires 

tackling deep-seated issues such as affinity bias and building a culture that actively supports 

progression for all.36 

Table 3: Hospitality Workforce Profile - Age and Ethnicity (2024) 
 

Demographic 

Group 

% of Hospitality 

Workforce 

% of Wider UK 

Workforce 

Key Trend/Issue Source(s) 

Age 16-24 ~50% (in key 

frontline roles) 

11% A critical entry point 

for young workers 

into the labour 

market. 

29 

Age 50+ 34% N/A A rapidly 25 
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growing and 

increasingly vital 

talent pool, often 

driven by financial 

necessity. 

 

Ethnic Minority 

(Overall) 

17% 12% The sector is 

significantly 

more diverse 

than the UK 

average at the 

frontline. 

31 

Ethnic Minority 

(London) 

43% N/A Diversity is even 

more 

pronounced in 

major urban 

centres. 

30 

Leadership/Boar 

d Level (Ethnic 

Minority) 

<50% of boards have 

any representation 

N/A A stark "Diversity- 

Inclusion Gap" 

showing a failure 

of progression 

and equity. 

34 

 
 

 
2.3 Forging the Future: Pathways into the Industry 

 

The long-term health of the hospitality workforce depends on robust and accessible pathways 

for new entrants to gain skills and progress. The primary routes are through further education 

colleges and apprenticeships, both of which face significant challenges. 

● Further Education (FE) and Colleges: The FE sector is a cornerstone of vocational training 

for hospitality, offering a wide array of courses ranging from Level 2 Certificates in 

Excellence in Customer Service for Hospitality to full BA (Hons) degrees in Hospitality 

Management.37 These institutions provide the foundational craft and management skills 

required by the industry. However, the FE sector itself is in crisis. It has been subjected to 

years of 

real-terms funding cuts, and a significant pay disparity has emerged, with college teachers 

earning on average £7,000 less per year than school teachers.41 This has led 
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to a teacher recruitment and retention crisis and uncertainty over the future of many 

qualifications, directly impacting the quality and availability of training for sectors like 

hospitality that depend on it.41 

● Apprenticeships: Apprenticeships are widely viewed as a critical tool for tackling the 

industry's skills gap, offering a direct, on-the-job training route. There is a growing 

appetite for this model, particularly among younger generations; a 2024 survey found that 

83% of Gen Z view apprenticeships as a viable alternative to university, with 62% 

believing they are a better option altogether.42 The government provides significant 

funding support, with non-levy paying employers required to contribute only 5% of the 

training costs.44 Despite this, the system is not without its problems. The total number of 

people starting an apprenticeship fell by 3.5% in 2023.46 Industry leaders, including Kate 

Nicholls of UKHospitality, have been vocal in calling for an urgent review and reform of 

the Apprenticeship Levy, arguing that the current rigid system prevents businesses from 

using the funds flexibly to meet their specific training and development needs.18 

● Career Progression: The industry offers a vast and varied landscape of job roles, with clear 

potential for individuals to progress from entry-level positions like front desk agent or 

server to supervisory and management roles.48 For those who show initiative and a 

willingness to learn, the 

sector can provide early 

responsibility and a fast track 

to leadership.48 However, the 

very challenges that define the 

industry—poor work-life 

balance, intense pressure, and 

relatively low pay—often act 

as barriers, truncating 

promising careers and 

contributing to the high 

turnover rate and the diversity 

gap at senior levels. 

 

Section 3: Navigating the Headwinds: Key Industry Challenges 

 

Beyond the macroeconomic and workforce dynamics, hospitality businesses are contending 

with a series of acute operational and structural challenges. The crushing weight of rising costs, 

the profound human toll of a sector-wide mental health emergency, and a dual crisis in 

accessing funding for both business growth and skills development are 
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creating an operating environment of unprecedented difficulty. These are not isolated issues 

but are deeply interconnected, forming a vicious cycle that threatens the viability of thousands 

of businesses. 

3.1 The Crushing Weight of Costs 

Operators across the sector describe facing a "perfect storm" of escalating costs that are 

squeezing already thin margins to breaking point.24 A survey by the Office for National 

Statistics in October 2024 identified energy prices, falling demand, and taxation as the main 

challenges businesses expected to face, with the cost of materials and labour also being 

major concerns.4 

The key cost components are: 

● Energy: Soaring energy prices have been a crippling burden. Research by UKHospitality 

revealed that its members' energy bills had risen by an average of 80% in the year to May 

2023.4 While wholesale prices have started to ease from their crisis peaks, costs are not 

expected to return to pre-2022 levels. Analysis from PwC suggests that utilities costs per 

available room in hotels will remain 

60-70% higher in 2024 than they were in 2019.23 

● Food and Supply Chain: Food inflation has been another major driver of costs, peaking 

at a staggering 19.2% in March 2023.4 Although the rate has since fallen, businesses 

continue to face volatile commodity prices and increased costs from suppliers and 

wholesalers, who have raised their own prices by up to 3%.52 

● Labour Costs: Described by PwC's Rick Jones as the "biggest operational cost challenge 

for UK hotel operators in 2024," labour costs are being driven relentlessly upwards by a 

combination of statutory wage increases and intense competition for staff.23 

○ The National Living Wage (NLW) saw a significant 9.8% increase to £11.44 per hour 

in April 2024.13 A further 6.7% increase is scheduled for April 2025, which will take 

the NLW to 

£12.21 per hour.14 

○ This is compounded by the impending increase in employer National Insurance 

Contributions (NICs) to 15% and the lowering of the payment threshold, which will 

add thousands of pounds to the annual cost of employing each staff member.12 

In response to this relentless cost pressure, businesses are being forced into making difficult 

decisions that harm their long-term health and the wider economy. Minutes from a Hospitality 

Sector Council meeting in April 2025 revealed that members were already taking actions such 

as closing sites, raising prices, cutting training budgets, and reducing
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headcount, staff hours, and opening hours to mitigate the impact of April's cost increases.54 

3.2 The Human Cost: A Mental Health Emergency 

 
 The intense financial and operational 

pressures on the hospitality industry 

are having a devastating impact on 

the mental health of its workforce, 

from business owners to frontline 

staff. The sector is facing an 

unprecedented mental health crisis 

that is not only a human tragedy but 

also a direct threat to its operational 

capacity and sustainability. 

The scale of the problem is alarming. A landmark survey by the charity Hospitality Action in 

2024 found that 76% of hospitality workers reported having experienced mental health issues 

during their careers. This marks a dramatic increase from 64% in 2020 and just 56% in 2018, 

indicating a rapidly worsening situation.55 The crisis extends to the very top, with a 2025 

report revealing that hospitality leaders are more than twice as likely as the national average to 

rate their own mental health as "poor" (14% vs 6%).20 

The primary drivers of this crisis are deeply embedded in the industry's structure and culture. 

The Hospitality Action survey cited poor work-life balance (60%), mental health itself (44%), 

and finances (42%) as the top three challenges workers expected to face.55 Long hours, high-

stress environments, unrealistic workloads, and financial insecurity are a daily reality for 

many.20 A survey of members by the British Institute of Innkeeping (BII) found that 77% of 

operators rated their mental health as less than good, with over half of those describing it as 

poor.54 

A significant barrier to addressing this crisis is the pervasive stigma that still surrounds mental 

health in the workplace. While two-thirds of employees in the Hospitality Action survey felt 

their employer created an environment where mental health could be discussed openly, a 

staggering 65% admitted they would be reluctant to voice a mental health challenge for fear 

that it could negatively impact their career progression.56 This fear creates a dangerous 

culture of silence, where individuals suffer alone until they reach a breaking point. 
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The consequences of this mental health emergency are profound. It is a major contributing 

factor to the industry's high staff turnover rate, with burned-out employees leaving the sector 

for less stressful work.58 It also leads to increased absenteeism and reduced productivity. 

Data from the Health and Safety Executive (HSE) shows that stress, depression, or anxiety 

accounted for 55% of all working days lost due to ill health in 2019/20.58 This demonstrates 

that investing in mental health is not just a moral imperative but a commercial necessity. 

These challenges are not separate but are deeply intertwined. The immense cost pressures 

force operators to suppress wages and stretch teams thinly. This creates financial precarity and 

unsustainable workloads for staff, which are the primary drivers of poor mental health. The 

resulting burnout and high staff turnover then exacerbate the labour shortage, increasing 

recruitment costs and placing even more pressure on the remaining team members, thus 

completing a vicious and destructive cycle. Any effective strategy must therefore be holistic, 

addressing the root causes of financial and workload pressure alongside providing direct 

mental health support. 

3.3 Access to Capital: A Dual Funding Crisis 

 

The hospitality industry is facing a dual funding crisis that is choking off investment at both the 

business and educational levels. This lack of capital hampers growth, stifles innovation, and 

threatens the long-term talent pipeline. 

● Funding for Business Growth: Accessing finance for expansion, refurbishment, or even 

working capital is a significant hurdle, especially for the small and medium- sized 

enterprises (SMEs) that make up 99% of the sector.3 Ethnic minority-led businesses 

(EMBs) face even greater systemic barriers. Reports indicate that EMBs, which often 

operate in traditional sectors like catering, struggle to secure finance due to a lack of 

understanding from lenders, insufficient security, or perceived higher risk.59 Research 

from the British Business Bank has shown that EMBs are significantly more likely to have 

finance applications rejected than their white-led counterparts.59 This lack of access to 

capital directly limits their growth potential. While a wide array of funding options 

theoretically exists—from government-backed Start Up Loans and the Recovery Loan 

Scheme to commercial mortgages, asset finance, and private equity investment—

navigating this complex landscape is a daunting task for smaller operators without 

dedicated financial expertise.60 

● Funding for Education and Skills: A parallel and equally damaging crisis is unfolding 

in the educational institutions that are supposed to supply the industry with its future 

workforce. This represents a slow-burning but existential threat to the sector's long- 
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term health. 

○ Further Education (FE): FE colleges, which provide the bulk of vocational and craft-

based training for hospitality, have been hollowed out by years of real-terms funding 

cuts.41 This has created a severe teacher recruitment and retention crisis, driven by a 

pay gap that sees college teachers earning thousands of pounds less than school 

teachers, and has led to uncertainty over the future of many vital qualifications.41 

○ Higher Education (HE): Universities offering hospitality management degrees are also 

under intense financial pressure. Frozen domestic tuition fees and a reliance on the 

volatile international student market have forced many institutions to cut costs.64 

This has led to course closures and, critically, a move away from providing expensive 

practical training facilities like professional kitchens and training restaurants, which 

are essential for high-quality hospitality education.66 

This erosion of the educational pipeline at its source is a critical supply chain issue for the 

hospitality industry. A failure to invest properly in the educational infrastructure today will 

guarantee a more severe and potentially insurmountable skills crisis in the years to come. 

While industry-led initiatives like the government's Sector-based Work Academy Programme 

(SWAP) and the new Hospitality Skills Passport are vital and welcome interventions, they are 

ultimately patching a problem that requires a systemic fix at the source.67 

Section 4: The Road Ahead: Future Trends, Challenges, and Opportunities 

(2025-2030) 

 
As the UK hospitality industry looks towards the end of the decade, it faces a strategic 

landscape shaped by evolving consumer behaviours, a shifting regulatory environment, and the 

persistent challenges of cost and labour. While the outlook is one of cautious optimism, 

survival and success will depend on the ability of operators to adapt, innovate, and strategically 

position themselves to capitalise on emerging opportunities. 
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4.1 Evolving Consumer and Market Dynamics 

 
The post-pandemic consumer is more discerning, digitally savvy, and value-conscious than ever 

before. Understanding these shifts is critical for any hospitality business. 

● Cautious Consumerism: The ongoing cost-of-living crisis continues to influence spending 

habits. A 2025 consumer survey revealed that 35% of people plan to cut back on dining 

and drinking out.19 The primary methods for cutting back are reducing the frequency of 

visits (cited by 46% of consumers) and actively seeking out discounts and special offers 

(29%).19 This behaviour places intense pressure on mid-market, undifferentiated venues 

and elevates the importance of a strong value proposition, whether through price, quality, 

or experience. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
● The Rise of Experiential and Sustainable Tourism: Consumers are increasingly seeking 

more than just a product or service; they are buying an experience. This has fuelled a 

demand for unique, personalised, and sustainable travel.5 This trend is backed by data: 

35% of UK tourists now prioritise sustainability in their accommodation and dining 

choices, and a significant 49% are willing to pay a premium for locally sourced 

ingredients, a notable increase from 42% in 2023.5 This creates a clear commercial 

opportunity for businesses that can authentically embed strong Environmental, Social, and 

Governance (ESG) principles into their operations and marketing. 

● Technology as a Driver of Efficiency and Experience: Technology is no longer an 
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optional extra but a pivotal component of modern hospitality. On the operational side, AI-

driven tools are being successfully deployed to reduce overscheduling and cut labour costs 

by as much as 22%.14 On the customer-facing side, there is a clear preference for digital 

convenience, with 

45% of consumers now preferring contactless services like digital check-in and mobile 

apps.5 In the hotel sector, dynamic pricing algorithms have become standard for 

maximising occupancy, although this can come at the expense of margins if not managed 

carefully.9 The key to success is not simply adopting technology, but strategically 

deploying it to enhance both operational efficiency and the human element of the guest 

experience. 

● Demographic Shifts and Market Polarisation: Two key demographic groups are shaping 

future demand. Millennials and Gen Z are now a dominant consumer force, valuing 

experiential travel, digital-first services, and demonstrable sustainability.5 At the other 

end of the spectrum, the "silver economy" of healthier, wealthier, and more active 

retirees presents a major opportunity. This group has the flexibility to travel year-round 

and midweek, helping to smooth out seasonal demand, and is often willing to pay for 

quality and comfort.69 

These trends are contributing to a significant polarisation of the market. The intense financial 

pressures are expected to fuel a "goldrush of consolidation" in 2025, with large, well-funded 

private equity firms and hotel groups acquiring struggling competitors at reduced prices.19 

At the same time, the demand for authenticity and unique experiences creates space for 

small, agile, hyper-niche operators who can offer something that large chains cannot. The 

businesses most at risk are those in the "squeezed middle"— undifferentiated, mid-market 

independents who lack both the economies of scale of the large players and the unique 

selling proposition of the niche specialists. For these businesses, the next five years will be a 

fight for survival. 

4.2 The Regulatory Horizon 

Operators must also navigate an increasingly complex and demanding regulatory landscape. 

Several key pieces of legislation are set to impact the industry in the coming years: 

● Martyn's Law (Terrorism Protection of Premises Bill): This forthcoming legislation will 

impose new statutory duties on the operators of public premises, including many 

hospitality venues, to formally assess and mitigate the risk of terrorist attacks. This will 

necessitate new health and safety risk assessments and staff training, adding a new layer 

of compliance and cost, particularly for larger venues and event spaces.70 

● Employment Legislation: The Employment (Allocation of Tips) Act 2023, which came 
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into force in July 2024, mandates that employers ensure all tips, gratuities, and service 

charges are distributed to staff fairly and transparently.13 Furthermore, the proposed 

Employment Rights Bill is expected to introduce new measures banning controversial "fire 

and rehire" practices and modernising trade union laws, which will affect how businesses 

manage workforce changes.17 

● Sustainability and Waste Regulations: Environmental legislation is becoming stricter. The 

"Simpler Recycling" legislation in England, set for full implementation by March 2025, will 

require all businesses to separate food waste for collection and will ban the use of 

environmentally damaging food waste disposal equipment like macerators.17 In addition, 

new UK Sustainability Disclosure Requirements, aligning with international standards, will 

increase the pressure on larger companies to be transparent about their environmental 

practices.17 

● Short-Term Lets and Travel: A new national registration scheme for short-term rentals 

will be introduced, requiring all hosts to register their properties with local councils. This 

will add a layer of administration and compliance for operators in the burgeoning short-

term let market.71 For international tourism, the new 

Electronic Travel Authorisation (ETA) system, costing £10 per person, will apply to all 

non-UK/Irish visitors by April 2025, adding a small but notable administrative step and 

cost for inbound tourists.71 

 
4.3 A Five-Year Outlook: Cautious Optimism 

 
Despite the formidable headwinds, the outlook for the UK hospitality industry over the next 

five years is one of cautious optimism, with multiple forecasts predicting a return to steady 

growth. 

● Growth Forecasts: IBISWorld anticipates that hotel revenues will increase by a CAGR of 

2.3% between 2025 and 2030, by which point they will be back above pre- pandemic 

levels.9 Other market intelligence firms offer similarly positive, if varied, projections. 

Verified Market Research forecasts the market will grow at a CAGR of 4.5% to reach USD 

99.38 billion by 2032 5, while Mordor Intelligence projects a more modest CAGR of 

2.53% to reach USD 66.67 billion by 2030.6 PwC's 2025 forecast is also "cautiously 

optimistic," predicting nominal RevPAR (Revenue Per Available Room) growth of 3.0% in 

London and 1.9% in the regions.72 

● Key Opportunities for Growth: 

○ Inbound Tourism: A potential weakening of the pound as UK interest rates fall could 

make the country a more affordable destination, boosting inbound tourism. Travel is 

anticipated to return to 99% of pre-covid levels, with strong growth from 
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the key markets of the U.S., Europe, and Asia.72 

○ Major Events: The UK's calendar of major sporting events, music festivals, and 

large-scale concerts (such as the Taylor Swift Eras Tour, which significantly boosted 

hotel occupancy in 2024) will continue to be a powerful driver of demand, 

particularly for hotels in host cities.73 

○ Forced Productivity Gains: The intense and unrelenting cost pressures, while painful, 

are acting as a powerful catalyst for change. As PwC notes, this environment is 

forcing operators to "optimise operational efficiency".72 The businesses that survive 

will likely be leaner, more technologically advanced, and more productive than 

before. 

● Persistent Challenges: It is crucial to recognise that these opportunities exist within the 

context of the persistent challenges that define the sector. The core issues identified 

throughout this report—high operating costs, the systemic workforce crisis, and an 

unstable policy environment—will remain the dominant themes for the next five years. 

The path to growth will not be smooth, and as UKHospitality's Kate Nicholls has stated, 

running a hospitality business is likely to remain "harder than ever".75 

 

Section 5: A Blueprint for Resilience and Growth: Recommendations and 

Next Steps 

 
The preceding analysis has detailed the profound challenges and significant opportunities 

facing the UK hospitality industry. It is a sector of immense economic and social importance, 

but one whose resilience is being tested to its limits. Moving from analysis to action requires a 

coordinated, holistic strategy involving government, industry bodies, and individual operators. 

This section outlines a blueprint for change, with specific, actionable recommendations 

designed to address the core challenges, build a sustainable talent pipeline, and secure a 

prosperous future for the industry. 

 

 
5.1 Addressing the Core Challenges: A Holistic Approach 

 
The interlocking crises of costs, funding, and mental health cannot be solved in isolation. A 

successful strategy must tackle them simultaneously. 
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Tackling the Cost Crisis 

 
● Recommendations for Government: 

1. Introduce a permanently lower rate of VAT for hospitality, leisure, and tourism. The 

temporary reduction during the pandemic proved that a lower rate stimulates 

demand, supports business viability, and can be fiscally neutral or even positive 

through increased economic activity. This is the single most impactful measure that 

would boost demand and give businesses the headroom to invest in staff and 

premises.12 

2. Conduct a root and branch reform of the business rates system. The current system 

is outdated and disproportionately burdens high-street businesses. A new system 

with a permanent, lower multiplier for hospitality is urgently needed to reflect the 

sector's unique operating model and encourage investment in physical premises.18 

3. Urgently review and reverse the planned changes to Employer NICs. The combined 

impact of the rate increase, and the threshold reduction will cost the sector an 

estimated £1 billion and will, according to industry leaders and the government's 

own analysis, directly lead to job losses and reduced recruitment.16 This policy is in 

direct opposition to the goal of economic growth. 

 
● Recommendations for Operators: 

 
1. Implement rigorous cost control programmes. Utilise technology and data analytics 

to benchmark and optimise key variable costs, including energy, water, and food 

supplies. This includes adopting best practices in operational efficiency and supply 

chain management.72 

2. Embrace waste reduction strategies. Actively participate in programmes like WRAP's 

'Guardians of Grub', which provides free tools and resources to help businesses 

measure and reduce food waste. With food waste costing the sector an estimated £3.2 

billion per year, the business case for action is compelling.15 

 

 
Improving Access to Funding 

 
● Recommendations for Government & the Finance Sector: 

1. Develop targeted funding streams for hospitality SMEs. Recognise the specific 

challenges faced by the sector and create more accessible grant and loan schemes, 

particularly for ethnic minority-led businesses that face systemic barriers 
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to accessing capital.59 

2. Simplify access to existing government-backed finance. Ensure that schemes like 

Start Up Loans and the Recovery Loan Scheme are well-publicised and that the 

application processes are streamlined for time-poor small business owners.61 

 
● Recommendations for Industry Bodies: 

 
1. Act as a funding navigation hub. Provide clear, practical guidance and support for 

businesses on how to navigate the complex funding landscape, prepare business 

plans, and become "investment ready." 

 

 

Embedding Mental Health Support 

 
● Recommendations for the Industry as a Whole: 

1. Adopt the Hospitality Wellbeing and Development Promise as a universal 

standard. This charter, developed by the Hospitality and Tourism Skills Board, 

provides a clear framework for making respect, development, and fair treatment the 

norm.20 

2. Champion a culture of openness. Leaders must actively work to destigmatise 

conversations around mental health, reassuring staff that seeking help will not 

negatively impact their career progression.56 

● Recommendations for Operators: 

1. Invest in practical support systems. This includes providing access to confidential 

Employee Assistance Programmes (EAPs), which offer professional counselling and 

support.56 Case studies from companies like Compass Group demonstrate the value 

of such partnerships.77 

2. Train managers and Mental Health First Aiders. Equip leaders and team members 

with the skills to spot the signs of poor mental health, initiate supportive 

conversations, and signpost colleagues to appropriate help. The case of Joe Bentley at 

Cedar Court Hotel shows how this training can be life-saving.78 

3. Address the root causes. The most effective mental health strategy is to tackle the 

drivers of stress. This means ensuring fair and transparent scheduling, guaranteeing 

proper rest breaks, and promoting a healthy work-life balance.28 
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5.2 Building a Sustainable Talent Pipeline 

 
Solving the workforce crisis requires a fundamental shift from a short-term recruitment 

mindset to a long-term strategy focused on retention, skills development, and strengthening 

entry routes. 

 

 

 

 

 
Retention as the First Priority 

 
● Recommendations for Operators: 

1. Focus on the six key strategies for retention: 1) Cultivate a culture of appreciation; 

2) Use data to understand why people leave; 3) Elevate leadership quality through 

training; 4) Build a strong and attractive company identity; 5) Optimise 

compensation and perks; and 6) Champion work-life harmony.28 

2. Ensure competitive pay. Research consistently shows that competitive wages are the 

single most important factor in retaining frontline employees.26 

3. Implement clear and visible career pathways. Show employees that they have a 

future with the business by investing in their development and providing clear 

routes for progression. This is crucial for motivation and loyalty.27 
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Strengthening Entry Routes 
 

 
● Recommendations for Government & Industry: 

1. Reform the Apprenticeship Levy. The current system is too rigid. Reform is 

needed to give employers more flexibility and control over how levy funds are 

spent, allowing them to be used for a wider range of accredited training and 

development that meets the sector's specific needs.18 

2. Support the rollout of foundational apprenticeships. The industry is well-suited for 

entry-level "career starter" apprenticeships, which should be a priority for 

government support and funding.47 

● Recommendations for Industry & Education: 

1. Fully embed the new Hospitality Skills Passport. This innovative, employer-led 

initiative, delivered through the Sector-based Work Academy Programme (SWAP), 

should be adopted as the universal entry standard for the industry. It provides job-

ready candidates, streamlines recruitment, and avoids the duplication of basic 

training, saving businesses time and money.68 The partnership between 

UKHospitality, DWP, and training providers is a model for future collaboration.67 

 
Investing in Education Funding 

 
● Recommendations for Government: 

1.  Address the funding crisis in Further and Higher Education as a matter of 

economic urgency. The long-term 

health of the hospitality skills 

pipeline depends on it. This 

requires increasing funding rates 

for FE colleges to enable them to 

attract and retain qualified teachers 

and ensuring that HE courses with 

expensive but vital practical 

components are sustainably 

funded.41 
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5.3 A Call to Action: Next Steps for Stakeholders 
 

 
Transforming the UK hospitality industry requires decisive and coordinated action from all key 

stakeholders. The following table outlines a strategic action plan with clear priorities, owners, 

and timelines. 

Table 4: Strategic Action Plan for UK Hospitality 
 

Strategic Priority Recommended 

Action 

Lead 

Stakeholder(s) 

Timeline 

(Immediate/Medi 

um/Long-Term) 

Key Success 

Metric 

Fiscal Stability Review and 

reverse NICs 

increase; 

introduce lower 

VAT rate; reform 

business rates. 

Government 

(Treasury, DBT) 

Immediate 

(Review), 

Medium 

(Legislate) 

Reduction in 

business 

closures; increase 

in sector 

profitability and 

investment. 

Workforce & 

Skills 

Reform 

Apprenticeship 

Levy; fully embed 

Hospitality Skills 

Passport; 

increase FE 

funding. 

Government 

(DfE, DWP), 

Industry Bodies 

Immediate 

(Passport), 

Medium 

(Levy/Funding) 

Reduction in 

vacancy rates; 

increase in 

apprenticeship 

completions; 

improved staff 

retention. 

Mental Health & 

Wellbeing 

Promote 

industry-wide 

adoption of 

Wellbeing 

Promise; invest 

in EAPs and 

MHFA training. 

Industry Bodies, 

Operators 

Immediate Reduction in staff 

turnover; 

improved scores 

in employee 

wellbeing surveys. 

Access to Capital Create targeted 

funding streams 

for hospitality 

SMEs and EMBs; 

simplify 

application 

processes. 

Government 

(DBT), Finance 

Sector 

Medium Increase in 

successful finance 

applications from 

hospitality SMEs, 

particularly EMBs. 
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Future-Proofing 

(Tech & 

Sustainability) 

Promote 

adoption of 

productivity- 

enhancing tech; 

support transition 

to sustainable 

practices. 

Industry Bodies, 

Operators 

Medium-Long Increased sector 

productivity; 

reduction in 

industry carbon 

footprint and 

waste. 

 

 
This blueprint provides a clear path forward. The UK hospitality industry has demonstrated its 

resilience in the face of immense adversity. With strategic vision, bold policy decisions, and a 

collective commitment to its people, it can be reinvented not just to survive the current storm, 

but to thrive as a dynamic, inclusive, and prosperous engine of the UK economy for years to 

come. 
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