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Executive Summary
This report presents an internal and external analysis of the current and future environments of an international hotel chain brand, Shangri-La Group. This report is divided into three sections: the first section of the report provides the objective of this report within the context of the COVID-19 pandemic, as well as a brief overview of the Group. The second part provides an in-depth analysis on the global business environment by utilizing several frameworks such as the SWOT analysis, PESTLE analysis, McKinsey’s 7S Model and Porter’s 5 Forces. Lastly, this report provides a number of recommendations that FedEx could apply in order to overcome the impacts of the pandemic and the challenges it brings. This includes technology adaption and offering new services to gain competition advantage and improve profitability in times of uncertainties. The report has concluded that despite the unprecedented challenges of COVID-19, the hospitality industry, like many other industries, will be able to bounce back and reopen at full capacity with time and adaptability.
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[bookmark: _Toc99110714]1.0 Introduction
The main objective of this paper is to extensively evaluate Shangri-la Group’s existing and prospective internal and external environments in response to the global COVID-19 outbreak. The viral pandemic has impacted every business throughout the world, but the hotel industry has been particularly severely struck. Numerous establishments have had to operate at a percentage of their capacity or even shut down temporarily, largely as a result of travel restrictions and regional lockdowns. As the consequences of the outbreak extend all over the world, corporations and policymakers have to put people’s safety first. Although this focus would remain, the effects for business profitability and economic development could probably lead to a severe sell-off in global equity markets. According to some studies, returning to pre-COVID-19 norms may take as long as 2023—or perhaps longer (Krishnan et al., 2020). Hospitality, like many industries, will endure both modest and major adjustments in the aftermath of the pandemic. Today, some of these can already be seen.
	Robert Kuok, a Malaysian-Chinese mogul, founded the Shangri-La Group (Shangri-La) in 1971 as a luxurious Asian hotel chain (Shangri-La Group, n.d.). The brand "Shangri-La" was influenced by the classic novel ‘Lost Horizon’ by British author James Hilton, and it represented "eternal youth, peace, and tranquillity," evoking the hotel chain's world-renowned sense of serenity and hospitality. The business soon distinguished itself from the competitors by providing unique Asian benchmarks of hospitality service with its diverse and integrated global portfolio. Based in Hong Kong, Shangri-La Group has created a global reputation and is now one of globe’s finest hotel management firms in less than 10 years, gaining regional and international recognition and awards from industry partners and reputable publications, including “Best Business Hotel Chain in Asia Pacific” by Business Traveler (UK and Germany) and “Best Hotel Chain” by Chinese Hurun Report (China). 



[bookmark: _Toc99110715]2.0 Internal and External Environment of Shangri-La
The internal and external environments of the Shangri-La Group will be thoroughly examined in this portion of the report to provide a broader perspective of the current situation and the measures the Group may take to develop future marketing strategies. An internal analysis will evaluate the company's resources, assets, competencies, capabilities, and competitive advantages, whereas an external analysis will assess the company's external environment, market, and industry conditions, such as competitive position in the hospitality industry. Several strategic tools are utilised to analyse Shangri-La's environments in this report: 1) SWOT Analysis; 2) PESTLE Analysis; 3) McKinsey's 7S Framework; and 4) Porter's 5 Forces.

[bookmark: _Toc99110716]2.1 SWOT Analysis
“SWOT Analysis is a simple but powerful tool for sizing up an organization’s resource capabilities and deficiencies, its market opportunities, and the external threats to its future” (Thompson et al., 2006). SWOT stands for "strengths," "weakness," "opportunities," and "threats," respectively. Opportunities and threats are external elements and characteristics of the environment, whereas strengths and weaknesses are internal elements and characteristics of the company. The report will discuss in detail the “Strengths” element which can be defined as the attributes that give a business a competitive advantage.
	Despite increasing competition in the local and worldwide markets, rapid technological advancements, and ongoing economic uncertainty, Shangri-La remains a strong leader in luxury hotel management and ownership. This is because of its global brand recognition. As mentioned, the Shangri-La Group is among the world's finest property owners, developers, and operators. The company also owns, develops and operates investment assets such as office buildings, commercial buildings, and serviced residences (Baxter & Srisaeng, 2020). Today, the Group owns, manages, and operates over 100 hotels in 75 destinations under the Shangri-La Hotels & Resorts, Kerry Hotels, JEN, and Traders brands (Figure 1) (Shangri-La Group, 2019). According to the Group’s 2020 annual report, revenue from their investment properties showed resilience and provided them with a more stable income despite the drop in revenue as a result of temporary rental concessions at the beginning of the pandemic (Shangri-La Group, 2021). While the brand recognition and financial position of the Group remains strong, they must continue to proactively respond to future uncertainties and cautiously proceed with development plans and provide new offerings, which may help make up for some of the losses incurred by the decline in international travel. 
[image: ]
Figure 1. Total annual properties and year-on-year change of Shangri-La Group (2010-2018) (Baxter & Srisaeng, 2020).

	Another strength of Shangri-La is its exceptional service quality, otherwise known as the Shangri-La hospitality. This provides the company a valuable intangible asset. The name itself is a vital aspect of the Shangri-La brand identity, which embodies the qualities ingrained in Asian culture. “To treat a stranger as one of our own” describes its service quality that guests could anticipate. The Shangri-La brand assures that its guests enjoy continuous first-class service in serene settings with inspired design and architecture all over the world. The business emphasizes that “hospitality from the heart” is what makes each guest's stay unforgettable, and this philosophy is represented in all of its brands and locations (Shangri-La Group, n.d.). Customers are more likely to purchase again, purchase more, purchase additional services, are less sensitive to prices, and share about their pleasant experiences when service excellence is provided (Rust et al., 1995; Zeithaml et al., 1996). According to Gallo (2014), “a 5% increase in client retention improves profitability by 25% to 95%.” As competition intensifies and more Asian hotel chains such as Mandarin Oriental and Banyan Tree gain popularity, Shangri-La must continue to anticipate customers' demands and develop methods to exceed their expectations in the future especially in today's society where hotels are more than just lodging establishments. Shangri-La will have to come up with new methods to highlight the greatest local experiences while also infusing them with its famous Asian heritage throughout its worldwide locations. Furthermore, as consumers plan future travels, safety, health, and sustainability will be front of mind, especially as the globe proceeds to respond to the outbreak. With this in mind, the Group must implement measures that focus on cleanliness and safety for all of its properties.

[bookmark: _Toc99110717]2.2 PESTLE Analysis
PESTLE analysis, according to Kolios and Read (2013), examines the environment by looking at political, economic, social, technological, ecological, and legal concerns. It creates a basis for doing a comprehensive review of the company's operating environment to develop viable business initiatives, such as strategic planning, new product or service creation, as well as market strategy and research (Vasileva, 2018). In conducting this analysis, several variables impacting the hospitality business were found; however, only the technological and legal components will be examined in depth due to their significant influence during the time of COVID-19.
	The technological factor is particularly important in today's corporate environment, which is defined by the extensive usage and accessibility of IT technologies (Matovic, 2020). According to a McKinsey Global Survey (2020), adoption rates are years into the future, with Asia leading the way much more than other continents (Figure 2). As the pandemic’s early scare wears off, vacancy levels begin to decrease, and many hotels concentrate on recuperation with an emphasis on how to adapt in the ‘new norm’. Along with many other things, Shangri-La would have to adopt a proactive approach to guests' concerns about safety and health. This adjustment is especially difficult in the case of hotel operations. Future guests would anticipate far better levels of hygiene, sanitation, and cleanliness, as well as steps to successfully preserve social distance (Lau, 2020). This would call for new innovation such as “contactless” methods or shifting focus to food delivery for hotel restaurants. Although it will be costly to deploy or upgrade new and old technology, the implications for Shangri-La at this time could not be greater. In effort to keep a proactive approach to adopting technology, all key stakeholders of the Group will need to examine a variety of conflicting criteria, notably cost, guest satisfaction, revenue, and health and safety issues.
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Figure 2. Average share of digital consumer interactions (McKinsey, 2020).
	
	In terms of legal factors, the laws and regulations, guidelines and Acts should be considered (Perera, 2017). Various measures were implemented by government agencies during the COVID-19 crisis. These efforts were targeted at limiting the virus's transmission in order to lessen the impact upon both economic and health fronts (Aharon et al., 2021). Worldwide lockdowns have restricted people to their homes or halted their travel in the initial part of the outbreak: flights were generally grounded, and hotel rooms have mostly been unoccupied. This has a direct impact on revenues, necessitating the development of a new business plan and cost management, as well as operational efficiency. “A temporary closure touches on virtually every area of law relevant to the operation of a hotel: labour laws; regulatory laws (federal, state and local); agreements with lenders; franchise, management and license agreements; general debtor-creditor relationships; tax law; and insurance law,” (Perkowsky, 2021). Shangri-La Asia reported a financial loss of over US$460 million in the first year of the coronavirus outbreak, a turnaround from a net income of US$152 million the previous year (Lee, 2021). However, as the pandemic continued and economies reopened, the international hospitality sector adapts. Controls will be implemented to assist safeguard hotels with a strategy to run lawfully, efficiently, and profitably. Furthermore, making use of all available resources, such as “Shangri-La Cares”, is undoubtedly an effort in establishing a safe atmosphere based on local requirements (Shangri-La Group, 2020).

[bookmark: _Toc99110718]2.3 McKinsey’s 7S Model
The McKinsey 7S Model is a strategic planning tool for ensuring consistency in an organisation's structure (Demir & Kocaoglu, 2019). The framework is used to accomplish the objective of adapting to local and global competitors, hence helping companies to reconstruct. This framework is made up of 7 independent aspects that are divided into hard components (strategy, business structures, and systems) and soft components (styles, shared values, staff and skills). In this report, only the Skills component of Shangri-La will be discussed in detail. Even though soft components are more challenging to identify and control, they are crucial in respect to innovation, organisational structure, and support to competitive edge (Ravanfar, 2017).
	The capabilities and capacities of an organisation's employees and management define the skills of work that can be accomplished (Kenton, 2021). In the time of COVID-19, Shangri-La has to make adaptations in order to meet its strategy’s objectives by evaluating its available skills. The Group's personnel are impressive, with excellent skills and capabilities. All personnel are hired based on their credentials and merit (Kee et al., 2021). It takes pride in employing and developing the greatest employees in order to support development and growth. In addition, the organisation guarantees that all work criteria are satisfied, and that staff have the necessary abilities to do their duties in compliance with the company's values and culture, including its corporate goals and strategy (Kee et al., 2021). As a result, the organisation gains a distinct competency and competitive advantage.
	However, the hotel industry's employment concerns have gotten worse. Many workers are unable to go to their places of employment or perform their tasks as a result of travel restrictions, border closures, and quarantine procedures, which has an impact on incomes (Dogra, n.d.). Due to the ongoing climate of uncertainty and anxiety, hotel chains are likely to postpone purchases of goods, investments and employee recruiting. In Hong Kong, for example, roughly 100 staff of Shangri-La Hotels and Resorts have been laid off (Cheng, 2020). In this case, training and upskilling new recruits would take longer, bringing the hotel additional problems. Therefore, it is feasible to provide frontline employees with reskilling opportunities in order to improve their resumes and raise their chances of landing a job when the market improves, especially where skilled, lean tasks are necessary. This would not only save money for the company, but it will also minimise tension in its HR process (Dogra, n.d.).

[bookmark: _Toc99110719]2.4 Porter's 5 Forces
Porter's 5 Forces is a business analysis model that explains why different industries can preserve different degrees of profitability. The model is commonly used to examine a company's industry structure and corporate strategy (Scott & Williams, 2020). With certain qualifiers, Porter identified five indisputable forces (competition, new entrants, power of suppliers, power of customers and threat of substitutes) that shape every market and business in the globe, which are widely used to assess an industry's or market's competitiveness, attractiveness, and profitability. Threat of substitutes will be analysed in this report.
	Substitute goods, according to Porter (1980), are current or potential goods and services which may serve the similar purpose. Availability of substitutes can save money or give greater quality and value. Threats for substitutes to the hotel sector used to be scarce and distant, but with the advancement of technology, inventive disruptions have proven to be a significant concern for hoteliers. Substitutions such as Couchsurfing and Airbnb, or temporary housing or lodging including hostels and guesthouses are amongst the many which have an influence on hotel room demands. Moreover, the pandemic has indirectly spawned a brand-new replacement product: online communication via video conferencing. Individuals and businesses have turned away from face-to-face meetings and conferences in favour of convening in a virtual realm, reducing the necessity for room reservations and travelling as a whole, which has put a pressure on hotels.
	Domestic tourism may replace overseas travel in times of economic crisis caused by the pandemic, and such locations may substitute more costly ones on monetary reasons (Cheng, 2013). According to a Deloitte report, consumers appear to have re-evaluated their purchasing priorities as a result of the COVID-19 crisis: most pre-pandemic “must-haves” are all now considered “nice-to-haves”. This has a direct impact on luxury hotel businesses like Shangri-La, since many customers have migrated to midrange hotels, which are more reasonable (Kenny & Dutt, 2021). Despite the fact that substitute products cannot provide the same level of performance and quality as Shangri-La hotels, the Group can compete by offering a contemporary, comfortable, semi-luxurious hotel in a popular location that provides great value to budget-conscious guests (Cheng, 2013).	

[bookmark: _Toc99110720]3.0 Recommendation and Conclusion
Several recommendations can be made in order for Shangri-La to adapt to uncertainties in the future. For example, improved IT may boost innovation, increase brand recognition, and lower safety hazards. AI has shown to be increasingly advantageous to hotels (Lau, 2020). Providing guests access to their accommodation using facial recognition software, for instance, improves the convenience and speed of check-in. Many businesses are also adopting "contactless" methods. Machines can be utilised on the frontline to safeguard guests and personnel by providing housekeeping, functioning as waiters in hotel restaurants or distributing hand sanitisers and facemasks. Not only do these prevent the spread of viruses, but they also improve customer satisfaction and service quality. All of them can have a significant positive influence on Shangri-La, but each technology has its own set of advantages and disadvantages. When contemplating new technology, the Group should constantly evaluate the “big picture”, such as ROI, employee training requirements, laws and regulations, and other future difficulties.
	In order to improve occupancy rates and generate stable revenue, Shangri-La should also revamp its business strategies to accommodate for changing market and customer demands. For example, offering special room packages to guests who need to isolate themselves, international tourists who are not able to travel back to their home countries due to travel bans, or even frontliners in the healthcare industry who need places to stay near hospitals may make up for loss income during the initial shock of the pandemic. Furthermore, as more people are required to work remotely, this poses as an opportunity for Shangri-La to cater to the increasingly popular “workcation” trend where individuals require a change of scenery from their usual home office setup, while maintaining social distancing guidelines. Nevertheless, every measure done must be reported to the health officials in order to comply with the COVID-19 safety standard as set by governmental units.
	Consequently, the global hotel sector is prepared to recover from the COVID-19 pandemic's effects. Luxury hotel brands such as Shangri-La will face a radically changed business climate, as well as significant shifts in customer behaviour. To preserve and create customer trust, Shangri-La will need to respond proactively and reinvent the guest experience by creating products that match the effect on consumers' safety and finances, deciding which areas to prioritise and invest in technology that helps cope with the strain while establishing a much more adaptable, flexible personnel. The Group must act now to adapt to the ‘new norm’ and succeed in the coming years.
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