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* More than half (55%) of hospitality and leisure sector leaders are ‘concerned’ about the state of
the economy.

» The cost of food imports is a particular worry, with consumers having not yet felt the impact of
these rising costs on their bills.

* One in ten (10%) think that business confidence is much worse now compared to previous years.
« Talent remains the biggest long-term challenge, with a million job shortfall predicted post-Brexit by
2029.

LONDON, 5 June 2017 — The hospitality industry is facing a perfect storm, with more than half of
business leaders concerned about rising costs, the employment picture, security, and the sustainability
of consumer confidence.

Heidrick & Struggles (Nasdaq: HSII), a premier provider of executive search, leadership consulting and
culture shaping worldwide, spoke to Chairmen and Chief Executives from some of the biggest organisations
in the industry, representing businesses with revenues of over £40 billion and employing more than a
million people across the UK. While views on their specific business or sector could vary, the

overarching theme was one of significant concern.

The report by Heidrick & Struggles, in partnership with the British Hospitality Association, found a

range of issues worrying industry leaders. Most notably, rising costs are high up the agenda, with the

fall in the pound following Britain’s decision to leave the EU having a huge impact on the cost of key
imports that is yet to be felt by consumers. One CEO complained about the cost of butter, with an
increased cost to her business of 46%, while another was seeing meat costs rise by 29%. This will mean
higher bills for diners and holidaymakers, but according the majority of CEOs, consumers are yet to react
negatively to price rises because the majority of these costs are yet to hit them.

Businesses in the sector are anticipating a recruitment gap of over a million jobs by 2029, according to

a report by the BHA and KPMG earlier this year, which would mean the industry would need to recruit
60,000 UK workers in addition to sustained recruitment of 200,000 more per annum to meet the demands of
growth. Filling these openings would likely be impossible without hiring migrant workers. Firms are

heavily reliant on European workers, with half of CEOs reporting their workforce as 25-50%European, with
more than a third of those businesses hiring EU citizens to fill 50-75% of their workforce.

According to the report, post-Brexit the hospitality industry pay bill will increase by £1.4 billion in

the first year, and could rise by just over £1 billion a year over three years, amounting to a total

cost of £3.2 billion. Wider economic changes are also adding to the pressure for the hospitality and
leisure sector as business rates rise, and the apprenticeship levy and pensions auto-enrolment begin.

Ben Twynam, Partner at Heidrick & Struggles, said: “We have seen real concern from the most senior
people across the hospitality industry, not only about talent and other Brexit-related concerns, but due

to a number of headwinds facing the industry. With the cost of imports continuing to rise, increasing
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prices for customers and an expectation of decreasing consumer confidence in 2018 and 2019, there are a
number of challengers facing businesses across the sector. While industry leaders are relatively

confident about the remainder of 2017, they are far more pessimistic about the two years thereafter, when
the real impact of Brexit will come to fruition.”

Ufi Ibrahim, the chief executive of the British Hospitality Association, said: “It is no exaggeration

to say that hospitality and tourism face a perfect storm which is well articulated by our industry’s

top executives in this report — a looming recruitment crisis caused by cuts to come in EU immigration,

rising costs on both materials and labour, increased business rates and a tax regime that favours our
European competitors. We have been urgently discussing these matters with the last government and will do
so with the next. Our 10-year strategy to encourage more UK workers into the industry has been well
received and we have confidence that with government support we can continue to grow what is the fourth
largest industry in the UK.”

The hospitality and leisure industry is the fourth-largest employer in the UK, with 4.5 million people
working in more than 180,000 businesses across the country.

ENDS

Notes to editors

This report details the views of leaders from a broad spectrum of organisations, encompassing hotels and
related services, restaurants and related services, pubs, late-night entertainment, sporting and
recreational activities and catering. Participating businesses range from large publicly listed entities,
private-equity portfolio companies, and privately held businesses, as well as trade and representative
organisations.

Senior contributors include:

« Thomas Dubaere, Managing Director, UK & Ireland, Accor

* Mark Fox, Chief Executive Officer, Bill's Restaurants

e Christian Edger, Professor, Multi-Unit Leadership, Birmingham City University
« Nick Rust, Chief Executive Officer, British Horseracing Authority

« Tom Crowley, Chief Executive Officer, Boporan Restaurant Group

e Paul Flaum, Chief Executive Officer, Bourne Leisure

e Gerry Ford, Chairman & Chief Executive Officer, Caffé Nero

» David Noyes, Ex-Chief Executive Office, Carnival UK

« Steve Richards, Chief Executive Officer, Casual Dining Group

» David Wild, Chief Executive Officer, Domino’s Pizza Group PLC

« Christine Browne, Chief Operating Officer, easyJet PLC

 Catherine Roe, Chief Executive Officer, UK, Elior

 Elyse Waddy, Managing Director, Empire Hotel

* Simon Townsend, Chief Executive Officer, Ei Group PLC

e Per Widerstrom, Group Chief Executive Officer, Fortuna Entertainment Group
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» Simon Emeny, Chief Executive Officer, Fuller, Smith & Turner PLC

« Alasdair Murdoch, Chief Executive Officer, Gourmet Burger Kitchen

* Rooney Anand, Chief Executive Officer, Greene King PLC

* Michel Taride, Group President, Hertz International

« Simon Vincent, Executive Vice President & President, EMEA, Hilton Group

* lvan Schofield, Chief Executive Officer, Itsu

* Martin Shuker, Managing Director, UK & Ireland, KFC

e Callum Ross, Owner, Loch Melfort Hotel

e Harry Murray, Chairman, Lucknam Park Hotel & Spa

* Amy McPherson, President & Managing Director, Europe, Marriott International
« Nick Varney, Chief Executive Officer, Merlin Entertainments; Chairman, British Hospitality
Association

« Alistair Darby, Ex-Chief Executive Officer, Mitchells & Butlers PLC

» Toby Smith, Chief Executive Officer, Novus Leisure

* Soren Jessen, Founder/Owner, One Lombard Street

» Jens Hofma, Chief Executive Officer, UK, Pizza Hut Restaurants

* Duncan Garrood, Chief Executive Officer, Punch Taverns

* Maurice Kelly, Ex-Chief Executive Officer, ileys Sports Bars

 Darren Gearing,Ex -Executive Vice President, Shangri-La Hotels

* Mike Tye, Ex-Chief Executive Officer, Spirit Pub Company PLC; Chairman, Moto Hospitality Group; Chair
of Remcom, The Restaurant Group PLC

 Peter Avis, Manager, Babylon, The Roof Gardens

« Adam Fowle, Ex- Chief Executive Officer, Family Dining, Tesco; Non-Executive Director, Ei Group PLC
» Grant Hearn, Independent Non-Executive Director, Scandic Hotels

« Peter Fankhauser, Chief Executive Officer, Thomas Cook Group

» Peter Gowers, Chief Executive Officer, Travelodge Hotels

« Nick Longman, Managing Director, UK & Ireland, TUI Group

« Alison Brittain, Chief Executive Officer, Whitbread PLC

* Dominic Paul, Managing Director, Costa Coffee, Whitbread PLC

 Patrick Dempsey, Ex-Managing Director, Hotels & Restaurants, Whitbread PLC
* Philip Bowcock, Chief Executive Officer, William Hill PLC

* Robin Rowland, Chief Executive Officer, YO! Sushi

About Heidrick & Struggles

Heidrick & Struggles (Nasdag: HSII) serves the executive talent and leadership needs of the world's top
organizations as a premier provider of leadership consulting, culture shaping and senior-level executive
search services. Heidrick & Struggles pioneered the profession of executive search more than 60 years
ago. Today, the firm serves as a trusted advisor, providing integrated leadership solutions and helping
its clients change the world, one leadership team at a time.®

www.heidrick.com

Heidrick & Struggles’ Hospitality & Leisure team knows that securing the right talent is a critical
success factor in this fiercely competitive industry. We also have learned that the future success lies
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in not just delivering, but developing leaders.

About the British Hospitality Association

The British Hospitality Association acts as a voice for 40,000 hospitality and tourism businesses,
championing the interests of the whole industry and lobbying government to pursue policies that enable
its members to thrive. Benefits include free advice and expert guidance on regulation, finance and health
and safety as well as valuable savings on services from selected business partners.

Its members range from small, independent restaurants to major names in the industry including leading
hotel, restaurant and pub chains, visitor attractions, serviced apartments and hospitality venues.

The hospitality and tourism industry is the UK'’s fourth largest employer, employing 10% of the

workforce in 180,000 businesses.

What does the BHA do?

« Digital agenda: it has responded to the growth of the sharing economy and the rise of digital by
campaigning for transparency on intermediary websites and regulation of Airbnb hosts and by advising the
industry on data and online protection.

» Competitiveness: it is championing the Cut Tourism VAT campaign, and campaigning on visa reform and
airport expansion.

» Up-skilling Britain: it promotes young talent through initiatives such as Hospitality Works and the

Big Hospitality Conversation.

* Responsible hospitality: it is lobbying on carbon reduction and providing advice on sustainable

practices as well as campaigning and advising on nutrition, hygiene and allergen labelling. It has taken
the lead as the primary authority on regulation across the industry.

* Economic engine for growth: it is working with government on its five point plan to boost tourism

across the UK and lobbying on fiscal and economic policy. It is lobbying local enterprise partnerships to
champion investment and growth reforms.

* Employment legislation: lobbying the Treasury and Low Pay Commission to reduce the impact of the
National Living Wage, and working to improve and extend apprenticeships.

For more information, find us at www.bha.org.uk or follow us on twitter at @BHAtweets

H&S Media Contact:

Chiara Pierdomenico - +44 20.7075.4236,
cpierdomenico@heidrick.com

Cicero Media Contact:
Irene Kyme - +44 (0)20 7343 1600
irene.kyme@cicero-group.com
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