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Executive Summary
Since the outbreak of covid-19 on a global scale, the subsequent measures taken worldwide to curb the crisis has having significant impacts on the hotel industry, such as travel restriction, mandatory quarantine, social distancing, etc. The report aims to offer some recommendations for Hilton in their future navigation of covid-19 through a detailed strategic audit enabled by different audit tools. Key issues identified from the external and internal environment include its inactive responses towards covid-19, its technological concentration on operational efficiency rather than customer experiences, the diminishing customer demands, etc. Based on what has been identified, it is recommended Hilton integrate technologies in other value chain phases to address safety concerns and improve the experience (through personalized service, etc.), use social media marketing to stimulate demands, and use vertical integration to provide one-step service. 
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1.0 [bookmark: _Toc98450722]Introduction

Hospitality is one of the industries most affected by the covid-19 outbreak. Specifically, to slow down the spread of the covid-19 and protect public health and well-being, countries have imposed some travel restrictions, such as the ban on non-essential travel negative covid-19 test certificate, the vaccination certification, the temporary closure or visitors limits of major attractions, and public places, etc. (UNWTO, 2021) These travel restrictions and interventions at the global level, to different extents, and in different forms, have resulted in the sluggish hotel industry. More than a year after the outbreak, 100 million fewer international visitors to tourist destinations in 2020 than in 2019 (Deloitte, 2021). The dramatic drop in international travel has reduced export earnings by approximately $1.3 trillion, more than 11 times that of 200 during the financial crisis (Global News, 2022). 
The external market conditions have been greatly affected by the possible change in the expectations and needs of visitors and communities (The Economic Times, 2022). It will not be easy indeed to return to the pre-Covid-19 state. "Any crisis can always be used effectively" - indeed, hotel practitioners now face an unprecedented opportunity to rethink how they can make tourism more sustainable and resilient to crises (Hospitality Net, 2022). The report intends to provide an audit request by the manager of Hilton to reflect upon the issue of how Hilton can actively navigate the covid-19 crisis. 
Hilton World Holdings (Hilton) provides hospitality services through various brands (as shown in Figure 1). The company offers lodging, catering, boarding, etc. The company reported a revenue of US 5.788 million for the fiscal year ended on December 31st, 2021, reporting an increase of 34.4% over the fiscal year of 2020 (Hilton, 2022). However, the financial performance of Hilton still cannot be compared to the pre-pandemic era (Business Wire, 2022). More reactive and proactive measures are required based on the strategic audit.
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Figure 1: The portfolio of Hilton (Hilton, 2022)
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[bookmark: _Toc98450724]2.1 PESTEL Analysis

PESTEL, which stands for political, economic, social, technological, environmental, and legal, is perceived as a prerequisite method that allows managers to identify factors relevant to the competitive environment and provides insights that allow businesses within the analyzed environment to predict the future orientation to proactively adapt the new environmental shift and develop the corresponding competitiveness (Walsh, 2005). The sector will thereby highlight some prominent factors facing the hotel industry. 
Political: The hotel industry has been hit hard by the covid-19 outbreak, with border closures, airlines shutting down and many establishments closing for months. As of mid-2021, 32% of global destinations are entirely closed to international travel services, 69 in total, with more than 38 of these destinations closed for at least 40 weeks (Guo et al., 2022). Government controls also reflect a trend toward a more granular, evidence-based, and risk-based approach to travel restrictions (Wang et al., 2022). Specifically, international travelers are required to take a nucleic acid test or antigen test or valid vaccination certification upon arrival, in addition to a combination of quarantine measures. At the same time, an equal number of destinations have testing as a secondary or tertiary measure (UNWTO, 2021). With covid-19 is still affecting us, the regulations will continue to be in flux; a total revive of the hotel industry is far from easy. In addition, the industry must be cautious in welcoming back tourists while dealing with the fears that may still linger in the minds of the public and the restrictions that are being implemented while the crisis is still unfolding (Ntounis et al., 2022).
Technological: before the covid-19, a broad spectrum of technologies has significantly reshaped the value chain of the hotel industry while bringing in new opportunities for hotel incumbents (such as the collaboration with online travel agencies, the use of big data consumer analytics, etc.) and bringing in new needs of customers (such as smoother information distribution, more accessible travel sharing, more affluent travel (Alrawadieh, Alrawadieh and Cetin, 2021; Thanapatra, 2021). Traditional hospitality service providers were already looking to transform themselves to get closer to the end customer. However, due to their outdated business models and stretched finances, there were few players that went bankrupt, as exemplified by the century-old Thomas Cook (Dieguez et al., 2021). At the same time, traditional players are facing competition from emerging digital platforms. Emerging platforms rapidly capture the market with rich content and excellent search experience. Not only that, major content platforms are investing heavily in data technologies such as big data consumer marketing to deepen traveler insights and enhance direct sales channels, boosting sales margins while also cementing customer loyalty (Pan and Yang, 2017; Ko, 2018; Tao and Kim, 2020). Other new technological trends, such as the internet of things, enabled automation and contactless experiences; artificial intelligence-enabled chatbots, have enabled hotels' serviceability under the covid-19 context (Awan, Shamim and Ahn, 2020). 
It is thereby can be concluded that even though the hotel industry is still in the uncertain and complex environment brought by Covid-19, integrating technologies into operation can bring some new opportunities to navigate the crisis.

[bookmark: _Toc98450725]2.2 Porter’s five forces

Porter’s five forces framework investigates five forces that shape the structure of all industries, establish the rules of competition, and determines the overall attractiveness (Grundy, 2006). The framework is used to analyze the hotel to evaluate how the five forces may impact the strategic development of Hinton.  
· Threats of new entrants: the industry now features surplus supplies than demands. The concentration on the supply side indicates the low attractiveness for the potential new entrants in the hotel industry (Hospitality Net, no date). 
· Threats of substitutes: peer-to-peer sharing, enabled by Airbnb, is still a direct substitute for hotels. However, under the covid-19 context, the safety measures in Airbnb accommodations provided by private hosts are less standard and guaranteed and they are less desired by travelers during the covid-19 time (Insider, 2021). 
· Bargaining of suppliers: as one of the biggest brands in the hotel sector, the absolute marketing leading position of Hilton enables it to have more substantial bargaining power against suppliers. 
· Bargaining of customers: as indicated, the hotel industry has shifted to the buyer market as the economic crisis continues and consumer concerns over the covid-19 remain high. The bargaining power of customers is relatively high, and hotels must be savvier to capture the diminishing demand and the lower bargaining power (CNBC, 2021). 
· Existing competition: the diminishing demand of the hotel industry indicates the fiercer competition to capture the revenue.  The price war has been initiated during the covid-19, as hotels attempt to use cheaper offerings to encourage traveling (Bloomberg, 2021). At the same time, cost control has been of the utmost importance during the economic downturn.
The overall analysis of the hotel industry indicates the industry is low attractiveness but high competitiveness as it has surplus supplies than demands. The control of cost, and the capture of the diminishing demands should be a focused on the hotel incumbents.

[bookmark: _Toc98450726]2.3 Porter’s value chain

Porter’s value chain displays the total value created by the primary and supportive activities involved in the operation (Dekker, 2003). The operation of Hilton is dissected into a generic value chain, as the following figure. Understanding significant activities involved in the value creation, delivery, and capture of Hilton’s operation enables the manager to identify issues and develop strategies.
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Figure 2: Value chain analysis of Hilton (own analysis)

The operation of Hilton is mainly through its own segment and management & franchise segment, which provides supportive measures for brands under Hilton. Besides the regular operation as most hotels, an obvious point in the value chain of Hilton is that Hilton has been a pioneer in the information technology systems in the conduct its business (Hilton, 2022). Hilton has developed, owned and licensed its sophisticated technology system for procurement, finance, reservations, distribution and operation. However, the technological investment of Hilton has been oriented to the improvement of operational efficacy, rather than the improvement of customer experience, especially during the covid-19 crisis. Social media marketing has been highly relied on by Hilton before covid-19; the sales and marketing have not yet been exploited by Hilton to stimulate travel demands. Some particular measure taken by Hilton during the covid-19 time is the CleanStay program. Additional measures are taken by partnering with Reckitt to adhere to the cleaning standards by providing enhanced training to the front-line employees (Insider, 2020).

[bookmark: _Toc98450727]2.4 VRIO  Analysis of Hilton

With porter’s value chain focus on the overall value creation process, and VRIO model is required to investigate the detailed resources and competencies owned by Hilton. VRIO, an acronym for value, rareness, imitability, and organizations provides a framework for the managers to identify the possible source for competitive advantage and thereby afford insights for strategic development (Ansoff, 2007). 
Table 1: VRIO analysis (own analysis)
	Resources/competences
	Valuable
	Rare
	Imitable
	Exploited 
	Competitive advantage

	One of the largest hospitality companies in the world (with 6478 properties comprising 1,019,287 rooms in 119 countries as of 2020) (Hilton, 2022)
	Yes
	Yes
	Yes
	Yes
	Sustainable competitive advantage

	A highly diversified portfolio with luxury and lifestyle offerings, full-service offerings, focused service offerings, timeshare offerings, etc.  (Hilton, 2022)
	Yes
	No
	No
	Yes
	Parity 

	The award-winning guest loyalty program with the transactions of more nearly 70 million, 112 million loyal members (Hilton, 2022)
	Yes
	No
	No
	Yes
	Parity


	Sophisticated technology system in booking 
	Yes
	No
	No
	Yes
	Parity 



The competitive advantage of Hilton relies on its marketing leading position and wide geographical presence, which is perceived as one of the sources of sustainable competitive advantage, as it enables it to gather industrial expertise in serving customers and accumulated strengths to hedge against covid-19. Despite the resources and competencies of Hilton in other aspects, these resources and competencies are not exclusively owned by Hilton and are highly imitable. For instance, Marriott has an even more diversified portfolio than Hilton, and its Bonvoy program allows travellers to benefit at 7000+ hotels under Marriot worldwide (Global Newswire, 2022). Despite its aggressive investment in technologies of a recent year, the effort has been cantered on the booking system, rather than other aspects of the operation.

[bookmark: _Toc98450728]2.5 SWOT Analysis

After a strategic audit over Hilton's internal and external environment, SWOT analysis is required to highlight the strengths, weaknesses, opportunities, and threats facing Hilton. Based on this, an effective strategic plan can be developed for Hilton under the covid-19 context.

Table 1: SWOT highlight (own summary)


	Factors
	Implications 

	Strengths 
	· Market leading position: one of the biggest hotel chains in the hotel world with a presence in 119 counties supported by 6478 properties, and 112 million loyal members (Hilton, 2022)
· Multi-brand strategy: as indicated in figure 1: the multi-brand strategy enables Hilton to pursue multi-market segments, yields economies of scale in operations to gain competitive advantage 

	Weakness: 
	· Eroded financial performance: Hilton's revenue witnessed a gradual recovery in 2021 but has not been able to recover to the pre-covid-19 level (Hilton, 2022). This owes to the temporary closure of properties and fall in the global hospitality industry 

	Opportunities 
	· Cutting-edge technologies: during covid-19, a broad spectrum of technologies can be integrated into the different value chain phases to provide safer and more superior customer experiences (Hotel Management, 2022).

	Threats
	· Fierce competition: the global hotel market is dominated by large hotel chains such as Hilton, Marriot, etc., that operate across different market segments through a well-diversified portfolio. The competition has been heightened by the covid-19.
· All players in the hotel industry facing growing threats posed by peer-to-peer sharing services such as Airbnb  
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The above strategic audit identifies some key issues facing the Hilton, listed below.
· The hotel is at the buyer market due to the fall in the global hospitality industry, with much greater supplies than demands. The restrictions and concerns over travel still erode customers desires to travel. 
· Despite the global hotel industry is witnessing a gradual recovery from the covid-19, the uncertainties and complexities surrounding the hotel industry still erodes the financial performance of Hilton 
· The sophisticated technologies of Hilton have been centered on the booking systems, not other aspects of service delivery. The covid-19 has inspired many creative uses of technologies to deliver services.
· So far, the responses of Hilton towards Covid-19 have been relatively passive and responsive instead of active, making it unable to seize the opportunities hidden in the crisis.
· The resources and competencies of Hilton, such as huge loyalty customer bases, has not yet been fully exploited to capture the diminishing value in the hotel industry 
Based on the identified issues, some recommendations are provided for Hilton to navigate the covid-19 crisis. 
· To provide differentiated value and gain a competitive advantage, Hilton can choose to engage in vertical integration to optimize customer experience and enhance profit margins. In general, travel intermediaries tend to acquire or open airlines, hotels, travel service providers, etc. and integrate online and offline channels to enhance product competitiveness.
· Hotels now have much consumer data to enable a better customer experience. The use of data fuels Hilton’s business decisions and is also key to personalizing guest journey design. For instance, artificial intelligence and machine learning will be vital to making the most of the data, which can provide real-time recommendations and automated actions based on patterns. Specifically, Hilton can use artificial intelligence and machine learning to provide users with the latest local travel regulations and formulate personalized travel advice based on covid-19 situations. Hilton’s technological advantages in the booking system can be transferred to other value chain phases. By taking advantage of the contactless nature of business processing, cross-infection can be effectively reduced. Intelligent equipment enables timely and accurate prediction and control of risks and maximum security. The digital operation of epidemic prevention and control isolation management effectively integrates and precipitates the comprehensive management of urban epidemic prevention and control. The hotel itself has smart home equipment that can also be integrated with the technology epidemic prevention and control solutions to effectively guarantee the efficiency of integrated control and linkage control in isolation management.
· social media marketing should be actively exploited by Hilton to provide creative and competitive offerings across different brands to encourage traveling. Typical initiatives include the creative traveling package, the loyalty bonus, and benefits, etc.

[bookmark: _Toc98450730]4.0 Conclusion

The report uses different strategic management techniques to deliver a critical and comprehensive audit over the internal and external environment facing Hilton in the backdrop of covid-19. The audit on the environment identifies critical issues of Hilton, such as passive reactions toward covid-19, technology investment in operational efficiency rather than customer experience improvement, diminishing customer demands, etc. Based on these identified issues, the report suggests Hilton proactively use technologies in other value chain to prevent infection and, address user concerns and improve customer experience, use social media to stimulate customer travel desire, integrate vertically to provide one-step services.
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