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Executive summary 
This report analyses the present and future external and internal environment of Marriott International by examining the impacts of the ongoing Covid-19 pandemic and the responses by the company. Five key frameworks are applied in this analysis including PESTEL analysis, Porter’s five forces analysis, SWOT analysis and VRIO framework analysis. Research findings from PESTEL analysis shows that Covid-19 has significantly impacted the economic and social environment facing the company resulting in reduced profitability and changes in customer lifestyle and habits. Competitive rivalry is also identified as a significant force facing the company because of lack of differentiation among competitors. A SWOT analysis indicates that substitutes and specifically the rise of Airbnb is a major threat for the company. Furthermore, VRIO analysis shows that technology has the potential to act as a source of sustained competitive advantage for the company. The report recommends that Marriott International need to accelerate its plan of adopting more Airbnb style accommodations. It also needs to increase investment in technologies that allows contactless services such as increased adoption of artificial intelligence. It should also formulate and implement a training program for its employees that allow them to adapt to proposed changes and changes in consumer behaviour. 
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1. Introduction
The ongoing Covid-19 pandemic has resulted in massive disruptions across the world. Among the most significantly affected industry is the hospitality industry (Davahli et al., 2020). In response to this, the marketing manager at Marriott International has requested a market audit focusing on a critical analysis of the company’s current and future internal and external environment. Marriott International is an American multinational hospitality organisation founded in 1927. The company operates in more than 133 countries across the world and it is comprised of 30 brands (Marriott News Centre, 2022). These brands fall under three key quality categories that include luxury, premium and select. Through these brands, the company operates more than 7600 properties with more than 1.4 million rooms. About 55% of these properties are franchised, about 42% are managed through managed agreements, 2% are joint ventures and about 1% are owned by Marriott (Marriott International Annual Report, 2020).  
The Covid-19 pandemic began spreading widely in year 2020. The disease is mainly passed through physical contact with an infected person or when a person breath air contaminated with droplets or other airborne particles containing the virus (WHO, 2022). In response to the pandemic, many governments across the world implemented radical containment measures that restricted movement, physical interactions and that mandated strict hygiene measures.  According to Combs (2020), the hospitality industry faced massive business disruptions as a result of these containment measures. For example, the occupancy level at Marriott international was at the lowest level in April of 2020 at 12% (Marriott International Annual Report, 2020).
Four main frameworks will be used to analyse the internal and the external environment for Marriott International. The first framework is a PESTEL analysis framework where the economic and social environments will be analysed. The second framework is a SWOT analysis where the weaknesses of the company will be analysed. Third framework is the Porter’s five forces analysis where competitive rivalry facing Marriott International is analysed. The fourth framework is a VRIO analysis where the company’s resources and capabilities are analysed. Using the findings from the analysis, the report offers three recommendations. The report ends with a conclusion that summarises key findings. 
[bookmark: _Toc98456777]2. Macro and micro environment analysis
[bookmark: _Toc98456778]2.1 PESTEL analysis
A PESTEL analysis framework is used for macro environment analysis. It identifies and analysis the political, economic, social, technological, environmental and legal environments facing an organisation (Yüksel, 2012). This framework is important because it can be used to identify key changes in the external environment that can have an effect on the organisation. Apart from identifying these factors, this framework also allows an organisation to either react to these changes or make proactive strategic measures to handle these changes (Blythe, 2010). Considering the social and economic impact of the Covid-19 pandemic, this report focuses on the economic and social environment forces that impacts Marriott International. 
[bookmark: _Toc98456779]2.1.1 Economic environment
A wide range of factors in the economic environment has a significant impact on the hospitality industry and in particular Marriott International. For Marriott International, the biggest economic issue facing the company is poor economic growth facing many countries as a result of the ongoing Covid-19 pandemic. Poor economic growth is charcaterised by declining GDP which is a core indicator of the economic health of a country.  For example; EU real GDP declined by 6.1% in year 2020 (Verwey, & Monks, 2021). According to Oum, Kates, & Wexler (2022), the median global GDP declined by almost 4% in year 2020. Economic declines as a result of the pandemic resulted in reducing purchasing power among the hospitality industry customers. This significantly reduced demand at Marriott International. According to Marriott International Annual Report (2020), the company witnessed low demand in year 2020. For example, in April of 2020 demand declined by 90% compared to the previous year. Although economic recovery is still ongoing, demand at the company is yet to reach the pre-2020 levels. Furthermore, as a result of the challenging economic environment, many organisations in the hospitality industry have witnessed reduced revenues and high losses. For example, Marriott’s revenue for year 2020 was $10.571 billion which was a sharp decline from $20.972 billion in 2019 (Marriott International Annual Report, 2020). Furthermore, poor demand is accompanied by an increase in operational costs at the company as it adopts a wide range of Covid-19 preventive measures such as health guidelines pertaining hygiene at its facilities. In response to the tough economic conditions, Marriott International adopted some measures according to Marriott International Annual Report (2020). For example, it has deferred renovations, eliminated a number of positions at the organisations by laying off workers and make other restructuring decisions all aimed at reducing costs. In future, the company hopes to stop these measures and resume normal operations once the risks associated with the pandemic reduces.  For example, the company states that it will continue assessing the impact of the pandemic and adapt its operations. 
[bookmark: _Toc98456780]2.1.2 Social environment 
The Covid-19 pandemic has wide reaching social impacts that influences the hospitality industry. According to Amutha (2020), the pandemic has to a significant extent impacted social life across the world. The current social environment is charcaterised by drastic changes in consumer lifestyle and habits. For example, there is a decrease in demand for outdoors leisure activities (Shartaj, Suter, & Warziniack, 2022) as there is reduced reduced demand for social gatherings and increased hygiene consciousness. According to ONS (2020), following the Covid-19 pandemic, travel expenditure has declined by 59.1% with hotel expenditure declining by 88% and recreational expenditure declining by 17% in United Kingdom. This change in consumer lifestyle and habits is as a result of government containment measures against Covid-19 and fear of contracting the disease by many people in the society. It impacted Marriott International in several ways. First, it has reduced demand for the company’s goods and services (Marriott International Annual Report, 2020). Second, it has forced the company to adapt new practices in order to accommodate change in customer lifestyle and habit. For example, the company has increased dependence on technology to ensure that it meets the customer’s demand. With increased aversion for physical contact among customers, Marriott International has invested in digital technologies that allow contactless customer service such as online booking and online payments (Fox, 2021). In response to increased hygiene consciousness the company has put up facilities such as automatic hand washing and temperature taking equipment.  Room service has also been upgraded to ensure adherence to health guidelines. 
[bookmark: _Toc98456781]2.2 Porters five forces analysis
According to Armstrong et al. (2014), Porter’s five forces analysis framework assesses and evaluates the competitive strength and position of a company. It achieves this by assessing the five key competitive forces that influences an industry including ease of market entry, customers bargaining power, supplier bargaining power, availability of substitutes and competitive rivalry. Porter’s five forces analysis is important because analysis of the forces influencing the industry allows an organisation to formulate strategies to improve its competitive strength and market position. This framework is also vital when formulating a marketing strategy for the organisation (Grundy, 2006). This report focuses on competitive rivalry in the hospitality industry and specifically Marriott International competitors. 
[bookmark: _Toc98456782]2.2.1 Competitive rivalry
According to Jaya & Yuliarmi (2019), competitive rivalry depends on the number and size of direct competitors in the industry. Where competitors are many and equally balances, the competition rivalry is more intense. The international hospitality industry is comprised of many players most of which are equally balanced hence the high competitive rivalry in the industry. For Marriott International, two of its key competitors include Hilton and Hyatt Hotels Corporation. A review of Marriott International competitors shows that they are equally balanced with the company hence the high competitive rivalry. They all operate a light business model where majority of the properties are franchises or are being managed by the company. They also have multiple brands allowing them to target a wide range of customer segments. This means that majority of Marriott business is not differentiated from its competitors. With the emerge of the Covid-19 pandemic, Marriott International and its multinational competitors have been equally affected. For example, financial analysis also shows that the company including its competitors have seen rapid decline in revenues and profits. Marriott, Hilton and Hyatt had a loss of $267 million (Marriott International Annual Report, 2020), $720 million (Hilton, 2021) and $703 million (Hyatt, 2021) respectively. New substitutes such as Airbnb properties have emerged intensifying competition against Marriott international (Yohn, 2020). In attempts to stay ahead of competitors and cope with emerging customer needs, the company is intensifying use of technology. For example, investment in customer service technologies that allows seamless and contactless communications, book in and book out have been adopted (Fox, 2021). These measures are also aimed at increasing customer confidence. 
[bookmark: _Toc98456783]2.3 SWOT analysis
SWOT analysis is a tool that assists in identifying an organisation’s strengths, weaknesses, opportunities and threats (Helms & Nixon, 2010). The insight gained is applied in organisation’s strategic planning and it can be used to identify ways that an organisation can gain a competitive advantage in the market. This report focuses on the company’s threats. This is because the ongoing pandemic has revolutionised customer behaviour increasing threats from substitutes that are more aligned to the change. 
[bookmark: _Toc98456784]2.3.1 Threat
The threat from substitutes and in particular Airbnb is very significant for Marriott International. Airbnb can be considered the largest hotel chain globally. There are more than 6 million rooms listed in Airbnb across more than 100,000 cities in the world (Airbnb, 2021).  Although the number of overnight stays in Airbnb declined from about 247 million in 2019 to 187 million in 2020, it still remains high compared to traditional hotels. Although this industry was also affected by the Covid-19 pandemic, it bounced back faster than traditional hotels. For example, bookings increased by more than 55% in 2021 compared to 2020 with more than 300 million bookings (Business of Apps, 2021). 
[image: ]
Figure 1: Airbnb bookings 2016-2021
Source: Business of Apps (2021).
Airbnb are considered a threat to Marriott International because of their large size. Marriott International has about 1.4 million rooms concentrated in fewer locations compared to more than 6 million rooms offered by Airbnb in diverse locations. During the pandemic, more customers were interested in hospitality venues where they had more control of the environment (Yohn, 2020). Airbnb offers this control by allowing the consumers a greater choice of location, facilities and prices. As a result, Airbnb attracted more customers and recovered faster than more traditional hotels such as Marriott. Responding to this threat, Marriott is keen to advance its own Airbnb model facilities under the Marriott Homes & Villa brand and now has more than 10,000 properties in 250 markets (Sheng, 2020). It has also launched a “Taking Care of You” program aimed at boosting customer service. 
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According to Barney (2001), one of the key success factors for any organisation is having an edge over the competitors. A competitive advantage refers to attributes that allows an organisation to outperform its competitors. According to the resource based view, an organisation’s resources and capabilities can be a source of competitive advantage (Barney, 2001). VRIO framework states that for these resources and capabilities to offer a sustained competitive advantage, they need to be valuable, rare, inimitable and organized to capture value. A resource or a capability that is imitable with time only offers a temporally competitive advantage while a resource or capability that is valuable but not rare often only offers a competitive parity (Jurevicius, 2021).
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Figure 2: VRIO framework
Source: Jurevicius (2021).
One of the key capabilities that can offer Marriott International a sustained competitive advantage in the market is technology. According to Lin (2003), with the increased competition in business, sustained competitive advantage will be used by those businesses that invest in technology innovations and application. Before the beginning of the Covid-19 pandemic, Marriott International had begun investment in digital technology aimed at improving customer experience. For example, the company had introduced a Marriott Bonvoy app that allowed customers to search for hotels, do mobile check in and in some select hotels use mobile keys to access their rooms (Fox, 2021). The company had also normalised the use of Chatbots to ensure faster communication with their customers. 
Although the above technologies offer a competitive advantage before the pandemic, they became normal across all hospitality organisations during the pandemic. As a consequence, these technologies stopped being rare and thus could only offer a competitive parity to Marriott International during the pandemic. As a result, there is a need for further technological innovations at Marriott International for technology to offer the company a sustained competitive advantage. Currently, the company has begun testing its new contactless tech in its hotels. The new contactless technology offers mobile check in, mobile check out, mobile room key, mobile dining and mobile requests. It is achieved through the company’s upgraded Marriott Bonvoy app that allows real time messages and communication (Fox, 2021). Success of this technology will allow the company to recover faster from the adverse effects of the Covid-19 pandemic. According to Fox (2020), survey by Travel Technology Association shows that about 65% of travels will only feel safe if their accommodations uses the latest technology. Success of the new technology will allow the company to regain a sustained competitive advantage using technology. 
[bookmark: _Toc98456786]3. Recommendations
From the analysis of the company’s internal and external environment, there are three key recommendations for Marriott International. The first recommendation is that the company needs to accelerate its plan of adopting more Airbnb style accommodations. According to Yohn (2020), Airbnb accommodations are more popular among the customers because they give them more control over their environment. This can be implemented through further development of its Marriott Homes & Villa that have already adopted the model. Increased adoption of this model will allow the company to attract more customers especially price sensitive customers searching for bargain prices or hygiene conscious customers requires more options when selecting accommodations.
The second recommendation is that the company should increase investment in technology to maximise on the use of technology to gain a sustainable competitive advantage in the market. The company should ensure that all its facilities offer an option for total contactless services. According to Fox (2020), this will make majority of the customers feel safe. The company should also invest in artificial intelligence technology that further allows more contactless services to the customers. 
The third recommendation is that the company needs to invest in employee training allowing them to meet the changing needs of the customers as well as deal with emerging market changes. Based on above analysis, the ongoing pandemic has resulted in major changes in the hospitality industry. These include changes in consumer behavious as well as increased adoption of technology. As a consequence, it is important for Marriott International to ensure that their employees are well trained to handle these changes. 
[bookmark: _Toc98456787]4. Conclusion 
A review of the internal and external environment facing Marriott International indicates how the company’s operations and profitability has been affected by the ongoing Covid-19 pandemic. PESTEL analysis indicates that there have been changes in the economic and social environment. The pandemic has decreased economic growth reducing demand for the company’s products and services. The pandemic has also resulted in changes in customer lifestyle and habit forcing the company to make changes in its operations. Porter’s five forces analysis indicates that the company faces intense competitive rivalry while a SWOT analysis showcases the threat posed by Airbnb. Using a VRIO analysis, technology is seen as a potential source of competitive advantage for the company. To address these issues, the company is recommended to increase adoption of Airbnb format in its accommodations. It is also recommended to increase investment in technology and especially Artificial Intelligence (AI) technologies that supports contactless services. The company also needs to ensure that all their employees are adequately trained to handle recommended changes at the company as well as the changing consumer needs.
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