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It is really surprising that the hospitality industry in 2009 did not do as badly as some had predicted, including ourselves. 
We forecast back in October 2008 that the year 2009 would be a very difficult year, with negative growth, falling prices 
and consequent hits on profitability. As it turned out our forecasts were rather too gloomy. The economy seems to 
have done better than expected and surprisingly, so has the hospitality industry. Yes, there have been business 
closures, unemployment has been creeping up and banks have been reluctant to lend to businesses but things could 
have been considerably worse. It is too early to tell whether the recovery which appears to be underway is sustainable 
or whether the economy will slip and we have what is being called a “double dip recession”. As so often stated over the 
years, as long as hospitality businesses keep a tight grip on costs and provide value for money these difficult trading 
conditions can be overcome. 
 

Industry fortunes during 2009 
 
Back in October 2008 we said that 2009 would be a year of probably negative economic growth, falling from 1% growth 
in 2008 to a 1% decrease in 2009 (using Deloitte economic forecasts). This is within the range as outlined by the 
Treasury in the Pre-Budget Report of November 2008, where it is estimated that economic growth came to a halt in 
spring 2008 and for the whole of 2008 GDP was expected to have grown by just 0.8% before falling by between 0.75% 
and 1.25% in 2009. This would mean: 
 

§ A decrease, on average and in real terms, in the demand for hospitality services throughout 2009 but this would 
again be variable according to sector and region; restaurants and pubs would have a particularly difficult time but 
hotel groups would continue to offer good value special packages and customers would continue to seek perceived 
value for money, good accommodation, good cuisine and excellent service but there was a danger that widespread 
discounting of hospitality prices would be counter-productive 

 

§ Acquisitions would again be few and far between as attitudes to risk hardened further, although some bargains 
might become available as some businesses unfortunately got into cash flow difficulties.  Venture capital 
companies would be conspicuous by their absence in the acquisitions market. Hotel and restaurant groups would 
continue to adjust property portfolios at the margins to sustain better performing brands, by attempting to sell off 
under-performing properties while modestly investing in high margin, good-performing units with even better 
future potential under new ownership 

 

§ Investment in refurbishment and capacity expansion would be held back partly by a continued reluctance of banks 
to lend to businesses in the first half of 2009 and partly by a natural but short-term reluctance of business 
managers to invest in times of difficult trading conditions 

 

§ Business and property values would fall by 5 to 12% outside London; this offered business opportunities for astute 
investors who took a medium-term view (that is, beyond 2010) 

 

§ Lenders would be very cautious and even more risk averse during 2009 and would continue to lend only on 
projects which could demonstrate clearly well-above average revenue and discounted profits streams; cash flows 
would be watched even more closely than usual 

 

§ Business planning and marketing, as always, would continue to be very focused, paying particular attention to 
underlying market trends and consumer reluctance to spend by keeping a level head and establishing a very clear 
market positioning based on value for money offerings 

 
In the event things were rather better than expected. The British Hospitality Association (BHA) British Hospitality: 
Trends and Developments, 2009 report just published reveals that while restaurant and hotel insolvencies are running 
higher than in 2008, the hospitality industry has been “rather more resilient” with fewer casualties than expected. This 
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is due in no small measure to timely action to boost occupancies, cut costs and provide tempting special offers. BHA 
chief executive Bob Cotton says that “Almost every establishment that has gone into insolvency has re-opened under 
new ownership.” Meanwhile the hotel industry continues to expand with more than 11,000 rooms opening in 2009 and 
a further 40,000 planned for the period 2010-2015 according to the BHA. The budget hotel sector opened nearly 6,000 
rooms in 2009. In 2001 there were 50,000 budget rooms and now 105,000 in 2009. “The vast majority of the new-builds 
are company owned; many of them under franchise,” said Bob Cotton. “There are very few new, privately owned, 
independent hotels.” 
The BHA report notes the continued growth of franchised hotel brands, mainly US-based, including Days Inn, Ramada, 
Ramada Encore, Holiday Inn, Holiday Inn Express and Park Inn but more than 30 hotel projects have been placed on 
hold or abandoned as developers have either gone into administration or faced planning problems. Accessing finance 
has been another issue. “Although the expansion is continuing, the recession is discouraging some investment – indeed, 
at least one major hotel company has announced it is cutting back this year,” said Bob Cotton. 
 

The UK economy in 2009 
 
The economy has appeared to have picked up during the second half of 2009 but there is considerable uncertainty as to 
how recovery will shape up according to Deloitte. Confidence in the financial sector has improved and so it should, 
considering the enormous boost from Bank of England “quantitative easing” (that is, pumping around £125 billion of 
money into the economy) and an apparent reduction in the growth of destocking. But the government needs to 
severely reduce its debt (that is public sector debt as a share of Gross Domestic Product or GDP). On present plans 
government debt will not go below 40% of GDP (as set by previous fiscal plans) until 2035 which is clearly unacceptable. 
Britain is clearly in for a period of cost cutting and tax raising whichever party is elected to govern in 2010. 
 
Banks are reluctant to lend money especially to small businesses and they appear to be hoarding large chunks of cash 
with the Bank of England while boosting their profits in a very low interest rates regime. So it is likely that a large 
proportion of the recent £125 billion quantitative easing has not filtered out into the general economy. Clearly the 
banks cannot expect to return to previous ways of operating and levels of profitability and measures may have to be 
introduced to persuade them to lend more money to businesses. The undeniable fact that the global recession was 
started by a global banking crisis is no comfort at all. 
 
Meanwhile the pound has fallen against major currencies especially the euro and global demand is unlikely to grow for 
some time. Interest rates are expected to stay at a record low of 0.5% for possibly another 18 months to 2 years. In 
terms of economic growth, first quarter GDP contracted by 2.4% but it is very likely that it expanded again in the third 
and fourth quarter. If and when the official statistics confirm this then the recession would have been mercifully short-
lived. Overall, economists predict GDP will have fallen by 4.6% during the whole of 2009.  

 

The industry during 2009 
 
PriceWaterhouseCoopers forecast the following average room rates, occupancy levels and revenue per available room 
for the UK, London and Provinces in 2009 (but note these forecasts were published in August 2009 with benchmarking 
data in July, the latest figures available). Britain will (once the official statistics have been confirmed) have been found 
to have been in recession between September 2008 and possibly June 2009. While service sector growth was arrested 
during the second half of 2008, during 2009 it is clear that the UK service sector has grown at its fastest pace in almost 
two years according to figures from the Chartered Institute of Purchasing & Supply (CIPS) and Markit Economics. 

 
UK Hotel Forecasts 2009 
 

 2006 % change 
2005-
2006 

2007 % change 
2006-
2007 

2008 % change 
2007-
2008 

2009*  % 
change 
2008-
2009 

         

Average Room Rate 
(£) 

        

UK 78.14 +3.7 82.64 +5.8 84.53 +2.3 77.69 -8.1 

London 108.1 +6.1 118.12 +9.3 122.75 +3.9 110.75 -9.6 

Provinces 64.04 +1.8 65.95 +3.0 66.55 +0.9 62.14 -6.6 

Occupancy (%)         
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UK 74.21 +3.3 74.33 +0.2 72.15 -2.9 69.06 -4.3 

London 80.38 +8.5 80.93 +0.7 79.73 -1.5 78.78 -1.2 

Provinces 71.31 +0.7 71.23 -0.1 68.58 -3.7 64.48 -0.9 

Revenue per 
available room (£) 

        

UK 58.05 +7.1 61.47 +5.9 61.07 -0.7 53.67 -12.1 

London 87.02 +15.2 95.70 +10.0 98.00 +2.4 87.30 -10.9 

Provinces 45.70 +2.5 47.00 +2.8 45.69 -2.8 40.07 -12.3 

         

 
* forecast 
Source: PricewaterhouseCoopers Econometric Forecasts, Baseline Scenario, August 2009; Benchmarking Data: STR 
Global July 2009. 

 
The key indicator of UK average room rate, according to PricewaterhouseCoopers, shows a predicted drop of 8.1% 
while UK average occupancy fell by 4.3%. Many hotels, particularly in London have responded quickly to recession with 
widespread discounting which improves occupancy but hits profitability. A growth in domestic leisure short breaks has 
been important, particularly in London, in improving occupancy levels. In the Provinces occupancy has fallen by nearly 
1% to just over 64% - levels which have not been seen since the early 1990s. As a consequence revenue per available 
room is expected to have fallen around 11% in London and 12% elsewhere. These are of course average figures and 
some hoteliers will have done better and some will have fared worse. PricewaterhouseCoopers anticipates in London, 
that RevPAR will fall by 13.8% in the third quarter of 2009, and a similar decline in the fourth quarter. The corporate 
market remains quiet and we cannot expect much growth in the conference and events market for the rest of 2009. 
 
Looking at the very latest figures available from TRI Hospitality Consulting - during the eight months to August UK a 
similar picture emerges of lower occupancy levels but the rate of declining is clearly slowing. Many provincial tourism 
destinations such as Stratford-upon-Avon, Brighton, Plymouth and even Portsmouth have reported occupancy levels 
higher in August than the equivalent period in 2008, particularly in York (room occupancy up 12%), Yorkshire (revenues 
up 17% at some attractions) and Blackpool (occupancy up 12%) according to TRI Hospitality. Clearly “staycations” where 
British residents have stayed in the UK have had a positive and hopefully lasting effect. But to achieve occupancy 
increases, room rates have had to be discounted. The latest TRI Hospitality figures below confirm that gross profits have 
consequently fallen. 
The number of visits to and from the UK has stabilised in recent months following declines over the longer 12 month 
period, according to figures released in September by the Office for National Statistics (ONS). Bearing in mind that we 
are not reviewing the whole year’s data nevertheless the number of overseas visitors to the UK (seasonally adjusted) 
rose 2% to 7.7 million during the three months May to July 2009, when compared with the previous three months.  
Visits abroad by UK residents fell by 1% to 14.9 million (seasonally adjusted) in the same period while UK residents’ 
spending abroad decreased by 6% to £7.6 billion. 
 
During the 12 months to July 2009, the number of visits by overseas residents to the UK, not seasonally adjusted, 
decreased by 9% when compared with the 12 months to July 2008, from 33.1 million to 30.3 million – a drop of 2.9 
million. Visits from residents of Europe decreased by 6% to 22.7 million, while visits from North America decreased by 
21% to 3.4 million. Visits from other parts of the world decreased by 11% to 4.2 million. Spending by overseas residents 
in the UK fell by 2% to £16.1 billion during the 12 months to July 2009 and in the seven months from January to July 
2009 (when compared with the same period in 2008) overseas residents’ spending also fell by 2% to £8.9 billion. 
 
During the 12 months ending July 2009 the number of visits abroad by UK residents, not seasonally adjusted, decreased 
by 12% from 70.9 to 63.0 million when compared with the 12 months to July 2008. Visits by UK residents to Europe 
decreased by 12% to 49.6 million, while visits to North America decreased by 19% to 3.9 million. Visits to other parts of 
the world decreased by 9% to 9.1 million. The figures for the seven months ending July 2009 shows an even more 
dramatic picture - all visits abroad by UK residents decreased by 16% when compared with the same period in 2008; 
visits to North America fell by nearly 28% and to Europe fell by 15%. UK residents’ spending overseas also fell by nearly 
18% to £17.2 billion. These are astounding figures. 
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UK Hotels Comparative Performance, Eight Months to August 2008 and August 2009 
 

 August 2008 August 2009 % change 2008-
2009 

    

Occupancy (%)    

UK hotels 74.7 71.8 -2.9 points 

London 81.6 79.3 -2.3 points 

Provinces 70.7 67.5 -3.2 points 

    

Room rate (£)    

UK hotels 91.70 84.44 -7.9 

London 117.97 108.24 -8.2 

Provinces 74.24 68.30 -8.0 

    

Revenue per available room (£)    

UK hotels 68.48 60.67 -11.4 

London 96.23 85.84 -10.8 

Provinces 52.49 46.13 -12.1 

    

Total revenue per available room (£)    

UK hotels 113.69 101.05 -11.1 

London 136.77 121.23 -11.4 

Provinces 100.39 89.40 -10.9 

    

Total gross operating profit per available room    

UK hotels 43.40 36.37 -16.2 

London 62.63 53.69 -14.3 

Provinces 32.32 26.37 -18.4 

    

 
Source: TRI Hospitality Consulting, HotStats August 2009, based on a sample of 488 hotels, mostly 3 and 4-star hotels, 
averaging 185 bedrooms 
Notes: 
Room rate is the total bedroom revenue for the period divided by the total bedrooms occupied during the period 
Revenue per available room is the total bedroom revenue for the period divided by the total available rooms during 
the period 
Total revenue per available room is the combined total of all hotel revenues divided by the total available rooms 
during the period 
Total gross operating profit per available room is the total gross operating profit for the period divided by the total 
available rooms during the period. 
 
Overseas visitors to Britain: to the end of July 2009 
 

 12 months 
ending July 
2008 

12 months 
ending July 
2009 

% change 
2008/2009 

Year to date 
(to July 2009) 

% change 
Jan-July 
2008/2009 

From Visits (000) Visits (000)  Visits (000)  

      

North America 4,274 3,380 -21 2,040 -17.5 

Europe 24,200 22,740 -6 12,991 -6.6 

Rest of World 4,663 4,160 -11 2,306 -10.4 

Total visits 33,137 30,280 -9 17,337 -8.6 

Total spend 
(£million) 

16,435 16,100 -2 8,937 -2.4 

      



5 FOOD AND DRINK MANAGEMENT, 50, 2009, Croners/Wolter Kluwer 

 

 
Source: International Passenger Survey, September 2009; data is not seasonally adjusted 
 
 
¦Y ǊŜǎƛŘŜƴǘǎΩ Ǿisits abroad: to the end of July 2009 
 

 12 months 
ending July 
2008 

12 months 
ending July  
2009 

% change 
2008/2009 

Year to date 
(to July 2009) 

% change  
Jan-July 
2008/2009 

To Visits (000) Visits (000)  Visits (000)  

      

North America 4,784 3,860 -19 1,970 -27.8 

Europe 56,097 49,630 -12 26,264 -15.4 

Rest of World 10,016 9,090 -9 5,093 -14.5 

Total visits 70,897 62,580 -12 33,325 -16.2 

      

Total spend 
(£billion) 

36.6 33.13 -9 17.18 -17.8 

      

 
Source: International Passenger Survey, September 2009; data is not seasonally adjusted 
 
Things are not all gloomy. A survey of members of the British Hospitality Association's National Restaurants Group, 
conducted by BDO Stoy Hayward, has revealed that over one-third of restaurant businesses believe there will be slight 
growth in both 2009 and 2010, while a similar number believes there will be strong growth in 2010. The survey was 
conducted among major restaurant groups operating in the UK, consisting of 24 brands with over 1,200 units employing 
30,000 employees and with an aggregate turnover of over £1 billion. It is encouraging that the major restaurant 
companies are confident that they can outperform the economy in the next couple of years although it was also felt 
that a lack of bank finance is a major problem. The survey carries a warning that future growth in the restaurant 
markets will be constrained if bank finance is not made more readily available.  
 
In July a topping-out ceremony was held in London to mark the completion of external construction work on one of the 
capital's largest ever purpose-built hotels, the £350 million Park Plaza Westminster Bridge scheduled to open in early 
2010 with 1,000 bedrooms and 2,700 square metres of meeting space.  
 
An interesting development was announced in September which may herald things to come. A new joint venture has 
been agreed between budget hotel operator Travelodge and pub group Marston's. The two companies have recently 
completed the exchange on a joint development at Wincanton, Somerset, which will see the construction of a 57-
bedroom Travelodge property next to a Marston's family pub restaurant. Pontin's owned by Ocean Parcs has 
announced plans for the five year refurbishment of its UK holiday parks as part of a multi-million pound development 
scheme. The new proposals will go beyond the £50m scheme that was announced in February, with the Southport 
Holiday Park in Lancashire set to benefit from a £100 million investment alone.  
 

Conclusions 
 
In October 2008 the outlook was grim for the UK hospitality industry, and there is no denying that occupancy levels, 
average room rates and gross profitability have fallen, not just in London but across the country but events turned out 
better than anticipated, and Britain is probably in recovery from recession at the current time. We do not know 
whether this recovery is fully sustainable, and some commentators are suggesting it is fragile, but there is every 
probability that sustained Bank of England actions to pump money into the economy are working. We need however, 
politicians across the world to reform the global banking system to ensure that banks are properly regulated and that 
never again will they be allowed to damage business prospects and the lives of billions of people. Meanwhile, the 
hospitality industry should concentrate on provide value for money and good service, and while the temptation will be 
to raise prices, such a move would be premature and likely to cause a fragile recovery to falter or worse. 
 


