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Executive Summary
The report sought to carry out an audit of IHG’s internal and external business environment and identify five key issues which are likely to impact on the company’s operations both currently and into the future. In summary, the internal and external environment analysis identifies key issues that IHG should take cognisance of. Some of the issues include: cybercrime, over-dependence on room revenue, threat of Airbnb and other sharing economy business models, and staff shortage. The analysis outlines that Covid-19 have played a central role in either causing or aggravating these issues. For instance, the report identifies that the strict government guidelines including the need to self-isolate have resulted in staff shortages in the hospitality sector thereby affecting the operations of IHG. Also, the threat of cybercrime has grown during the Covid-19 period owing to increased reliance on technology to support remote working among other aspects. The company therefore needs to take measures towards mitigating the short-term and long-term impacts of these issues while at the same time taking advantage of the opportunities they present. For example, in responding to the threat of Airbnb, the analysis states that the company should focus more on the points of difference such as customer safety. 
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1. Introduction 
The report provides an audit of the internal and external business environment of Intercontinental Hotel Group (IHG) hotel with the aid of a number of frameworks including PESTEL, Porter’s Five Forces, Porter’s value chain and SWOT frameworks. In understanding the impacts of Covid-19 pandemic especially on the hotel industry, this report seeks to outline how the IHG hotel has been affected in this regard as well as how the hotel has responded to the same, and give recommendations for this company. 
Covid-19 led to the disruption of the global supply chains thereby leading to shortage of supply of key inputs in the hospitality industry including food and drinks (Shih, 2022). In the UK, for instance, covid-19 led to acute shortage of labour. The disruption of the aviation industry also meant a decline in both international and domestic travels thereby leading to a significant drop in the number of tourists. As indicated by Thomsen (2022) the two years of Covid-19 resulted in losses of approximately £115bn for the hospitality industry in the UK. Therefore, IHG, a British multinational hospitality company, is one of the many companies within the industry struggling to recover from the devastating effects of the pandemic. The company is headquartered in Denham, Buckinghamshire in England. IHG has presence in close to 100 countries through its sub-brands including GA Hotels in Atlanta among others (IHG, 2022).
[bookmark: _Toc97975338][bookmark: _Toc98402256][bookmark: _Toc98335937][bookmark: _Toc1848]2. Analysis of the hotel’s internal and external business environment
[bookmark: _Toc14125][bookmark: _Toc98335938][bookmark: _Toc97975339][bookmark: _Toc98402257]2.1 PESTEL Analysis 
PESTEL, acronym for political, economic, social, technological, environmental, and legal factors framework is a tool employed by marketers in analysing and monitoring the macro business environment factors that impact businesses or industry positively or negatively (Issa and Issa, 2014). The decision to use PESTEL framework is informed by the fact that the framework is not only simple to understand but it also facilitates an understanding of a business’ wider business environment thereby enabling them to anticipate future business threats and opportunities (Nicula and Spanu, 2019).
[bookmark: _Toc98402258]2.1.1 Economic factors
[bookmark: OLE_LINK5][bookmark: OLE_LINK6]The Covid-19 pandemic has significantly lowered household incomes. This is because several sectors of the economy and particularly people in the service industry have been forced out of work. As was reported by McKinsey & Company (2020), the Covid-19 pandemic led to close to 7.6 million job losses in the UK- a figure representing 24% of the total UK workforce. Given these circumstances, the spending powers of the people in the UK plummeted and this meant little was available for non-essential activities such as holidaying. The immediate outcome of this was widespread closures of hotels and entertainment places in the UK. Consequently, the Covid-19 pandemic had a knock-on effect on the hotel industry players’ revenues and profitability levels. General economic output of the hospitality industry in the UK was down by 44% in July, 2020 and 67% in January 2021 during the pandemic (Hutton and Foley, 2021).
For IHG, a drop in the spending powers of the population has meant reduction in hotel occupancy among other related businesses, thus reduced revenues. For example, in 2020, its revenue has declined by 48.26% compared to 2019 (Macrotrends, 2021). At the same time, the job losses have affected the company’s employees as well. For example, Holiday Inn, which is a sub-brand of IHG announced in August 2020 to reduce staff by 10% at the corporate level following drop in the hotel’s revenue by close to half with profits slumping by 82% in the first half of the year (Shabong, 2020). It can be noted therefore that IHG responded to the drop in demand occasioned by the pandemic through labour cuts. However, this approach is not a good strategy, as it will affect negatively company’s image, thus reducing organisational attraction of talents and customers. In addition, the company also implemented asset-light strategy to sell Holiday Inn Melbourne Airport. By doing so, this hotel group can concentrate on managing and franchising hotels (O’Higgins, 2020). 
[bookmark: _Toc98402259][bookmark: _Toc3899][bookmark: _Toc98335939]2.1.2 Political factors
[bookmark: OLE_LINK9][bookmark: OLE_LINK10][bookmark: OLE_LINK7][bookmark: OLE_LINK8][bookmark: OLE_LINK11][bookmark: OLE_LINK12]Politically, it can be noted that the guidelines provided by the UK government during the Covid-19 period have led to staff shortage, with the hospitality industry being one of the most affected. Specifically, although the restrictions have been eased over time, the UK government still requires people in the UK to self-isolate whenever they are deemed to have contacted with someone who has since tested positive for the virus (Martin, 2021). British media have reported that the UK is in the middle of what is termed as “pingdemic”, given that more and more people are alerted or pinged by the coronavirus warning app. The app, upon detection that a user has contacted with someone who has since tested positive for the virus, instructs the user to self-isolate for ten days, according to the government guidelines (Martin, 2021). However, for businesses in the country, this has led to mass self-isolation which in turn deprives the businesses of the much-needed labour. For example, in mid-July 2021 alone, close to 618,903 people in Wales and England were “pinged” and as such, forced to leave work to undergo self-isolation (Young, 2021). As a result, players in the hospitality industry have been worst affected owing to shortage of key workers such as cleaning staff (BBC, 2021). Consequently, businesses including IHG in the UK have had to resort to increasing wages as a means of attracting new staff and retaining existing staff. For instance, Makortoff (2021) identifies that, in dealing with the shortage, close to three-quarters of businesses in the UK have had to hike wages by 11% on average for current staff, and by 13% for new hires. Therefore, in the short-term, the staff shortage occasioned by Covid-19 pandemic impacts negatively on IHG in the sense that the company is finding it challenging to fill vacancies. At the same time, the company is forced to hike wages in order to attract and retain talents, an aspect that leads to higher operational costs. Even so, this IHG has also taken proactive methods to keep staff afloat. IHG heavily focused on employee welfare as a way of positive branding and attract more talent and this led to the launch of the IHG Hotel Colleague Job Centre which also served to support its staff; both who were working and those who had to be laid off (O’Higgins, 2020). 
[bookmark: _Toc98402260][bookmark: _Toc98335941][bookmark: _Toc97975340]2.2 Porter’s five forces analysis
Porter’s five forces analysis framework is based on the premise that the attractiveness of an industry is determined by five forces (Porter, 2008). The tool provides five forces which collectively shape the attractiveness of an industry. These are: threat of new entrants, competitive rivalry, bargaining power of suppliers, bargaining power of buyers, and threat of substitute products (Dobbs, 2014). See figure 1 below for illustration of the model.
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Figure 1: Porter’s five forces analysis framework
Source: Dobbs (2014)
The rivalry among existing competitors in the hospitality industry is very high. On one hand, IHG faces fierce competition from Belmond, Hyatt, Marriott, Hilton. For example, its product and service quality is behind competitors, Hilton and Hyatt (Comparably.com, 2022). 
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Figure 2 Product and service quality scores of hotels
Source: Comparably.com (2022)
On the other hand, the rivalry is brought about by the advent and rising popularity of Airbnb and other sharing economy models. The Covid-19 pandemic has seen more visitors flocking Airbnb as compared to hotels. This has been brought about by a number of factors. First, Oliver (2020) states that, during the Covid-19 pandemic, travelers have been seeking socially distanced excursions within a few hours’ drive from their homes. In addition, there is growing number of visitors who are choosing to live in a private home where they can cook food thereby minimising contact with people outside their quarantine bubble (Oliver, 2020). In London for example, it is notable that Airbnb listings in 2021 by room type were largely ‘Entire home apartments’, reflecting visitors need for social distancing and seclusion during the pandemic (Lock, 2022). See figure 3 for illustration. This trend in the hospitality industry affects hotel brands such as IHG.
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Figure 3: Airbnb listings by room type in London, March 2021.
Source: Lock (2022)
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]While the threat of Airbnb and sharing economy models is likely to lead to shrinking of IHG’s customer base, the company’s focus on providing superior customer safety will help in increasing switching costs, thereby enabling sustained earnings into the future.
[bookmark: _Toc98402261][bookmark: _Toc97975341][bookmark: _Toc11494][bookmark: _Toc98335942]2.3 Porter’s generic value chain
Porter’s value chain is a business strategy tool that is employed by businesses in evaluating their resources and capabilities (Porter, 1985) (See figure 4 below for an illustration). A major strength of the tool that informed its use in analysing IHG’s internal environment is that it aids companies to create efficiencies and attain the much-needed competitive edge over rivals (Porter, 1985). However, a key limitation of the framework is that, with this analysis, the overall vision and strategy of a company may get lost, given the framework breaks down operations into segments (Clay and Feeney, 2019). For analysis of IHG’s internal environment, focus is placed on the firm’s infrastructure. 
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Figure 4: Porter’s generic value chain framework
Source: Porter (1985). 
Specifically, IHG boasts of a superior firm infrastructure comprising of close to 6,000 hotels and 880,000 guest rooms spread across 100 countries globally and well-design websites which are available in many different languages (IHG, 2022a). Notably, the company’s superior infrastructures are aspects that are not only rare but also requires time to be imitated by rivals and as such, offer the company sustained competitive advantage (Burton and Rycroft-Malone, 2014). However, Covid-19 pandemic helped in highlighting that even though the company has superior infrastructure, overdependence on room-revenue is a cause for concern. According to IHG (2022), more than 85% of the company’s gross revenue comes from room-revenue with only about 13% of the revenue attributable to other sources including food and beverage. The overdependence on room revenue notwithstanding, the Covid-19 pandemic resulted in underutilisation of the company’s infrastructure. The above view is echoed by Reuters (2020) which reported in June 2020 that it had posted a drop in average room revenue in May 20020 owing to coronavirus lockdowns. At the same time, comparable revenue per available room (RevPAR), was also expected to drop by 75% for the second quarter overall. Therefore, it is evident that the pandemic resulted in underutilisation of IHG’s rooms and this in turn exposed the company’s overdependence on room revenue. This is a concern for IHG especially owing to the dynamism of the global business environment.  While the company has responded to this by investing more in food and beverage units, more still needs to be done. 
[bookmark: _Toc97975342][bookmark: _Toc98335943][bookmark: _Toc4552][bookmark: _Toc98402262]2.4 SWOT analysis 
SWOT framework is a tool employed by businesses in strategic planning and management because it aids businesses in identifying not only their strengths and weaknesses but also threats and opportunities associated with the business (Leigh, 2009). SWOT framework is used because it will aid IHG in anticipating and deterring threats while at the same time maximising on strengths and opportunities. However, a key limitation of the framework worth noting is that it does not provide solutions neither does it give alternative decisions that a business such as IHG can take to address the threats and weaknesses. 
Notably, one of the major issues that IHG has had to deal with during the pandemic is growing threat of cybercrime. While cybercrime has been an issue of concern to businesses in recent years, this threat took a new turn during the Covid-19 period. This is because Covid-19 pandemic meant increased reliance on technology to support remote working (Deloitte, 2022). Despite the increased reliance on technology during this period, the study by Deloitte (2022) reveal that most organisations still do not provide a ‘cyber-safe’ remote working environment. Of greater concern is that, during the Covid-19 period, increasing numbers of hotels have been the target of cyber criminals making many hotel brands to be more vulnerable to smishing, vishing and phishing (Escobar, 2020). Escobar (2020) further argues that during the Covid-19 era, criminals even target more distracted hotel professionals.This is because, while working from home, hospitality staffs get distracted by pets, children and spouses, thereby making them more likely to ignore or forget security basics. 
While IHG is yet to experience a serious attack during this period, the ever-growing threat implies that the company has to invest in anti-cybercrime technologies which are expensive. This in turn results in bloated operational cost figures and narrow profit margins. 
[bookmark: _Toc98402263][bookmark: _Toc98335944][bookmark: _Toc97975349][bookmark: _Toc9403]3. Recommendations 
First, there is need for IHG to address its overdependence on room revenue. Specifically, IHG (2020a) identifies that more than 85% of IHG’s revenue in 2020 were attributable to room revenue with food and beverage units only accounting for 13% of the company’s income. Owing to the market shocks occasioned by events of Covid-19, there is need for the company to diversify its sources of revenue. The company can do this by investing more in its food and beverage units besides expanding into related sectors such as the travelling sector. 
Secondly, the report reveals that while Airbnb is a threat to established hotel brands such as IHG, the areas of weaknesses associated with sharing economy brands including Airbnb provide opportunity for IHG to continue flourishing. To this end, IHG should seek to gain an edge over Airbnb and other sharing economy business models by offering enhanced visitor safety in terms of food they consume, and building fire safety among others. Apart from focusing on the points of difference, IHG should also tap into the underlying trends that helped in propelling the sharing economy into the mainstream. These are: shared value, trust and communities (Strong, 2018).
Finally, IHG should consider investing more in robotics and Artificial Intelligence as a means of automating its jobs so as to reduce its overreliance on human resources. This will help the company in reducing increase in operational costs occasioned by the need to hike wages in order to attract and retain labour. However, in implementing this strategy, the company should at the same time invest in anti-cybercrime technologies to reduce risks brought by the use of technologies.
[bookmark: _Toc32587][bookmark: _Toc98402264][bookmark: _Toc98335945][bookmark: _Toc97975350]4. Conclusion 
In summary, the internal and external environment analysis identifies key issues that IHG should take cognisance of. Some of the issues include: cybercrime, over-dependence on room revenue, threat of Airbnb and other sharing economy business models, and staff shortage. The analysis outlines that Covid-19 have played a central role in either causing or aggravating these issues. For instance, the report identifies that the strict government guidelines including the need to self-isolate have resulted in staff shortages in the hospitality sector thereby affecting the operations of IHG. Also, the threat of cybercrime has grown during the Covid-19 period owing to increased reliance on technology to support remote working among other aspects. The company therefore needs to take measures towards mitigating the short-term and long-term impacts of these issues while at the same time taking advantage of the opportunities they present. For example, in responding to the threat of Airbnb, the analysis states that the company should focus more on the points of difference such as customer safety. 
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