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[bookmark: _Toc98280594][bookmark: _GoBack]Executive Summary 
The report's purpose was to critically analyse Marriott’s current and future external and internal environment, showing how Covid-19 has impacted the hotel and response to the impact in the UK. The internal and external environment analysis was provided using PESTEL, Porter's five forces, SWOT and VRIN analysis. The PESTEL analysis showed two key issues related to Covid-19 regulations and guidelines, technology use in promoting contactless service provision but has also caused customer shift to other products. The Five forces review showed high competitive rivalry, which create issues to company because of the key competitors are big, have heavily invested in core business and produce same premium products in same segment. Furthermore, while financial strength has been source of competitive advantage, the recent drop in financial performance has created competitive parity. Thus, recommendations were provided to address financial weaknesses, and address high competitive rivalry as it takes advantage of IT, reduction of strict measures and having safety guidelines. This can be done by establishing a safety and health department to ensure adherence to Covid-19 guidelines, automation of hotel services to promote safety and reduce Covid-19 transmission, and giving discounts to attract customers who are yet to consume its products and services.


Table of Contents
Executive Summary	2
1.0.	Introduction	4
2.0.	Analysis of External and Internal Environment	4
2.1.	PESTEL Framework	4
2.2.	Porter's Five Forces Analysis	6
2.3.	VRIN Framework	9
2.4.	SWOT Analysis	12
3.0.	Recommendations	12
4.0.	Conclusions	13
Reference List	15




1.0. [bookmark: _Toc98280595]Introduction 
The hospitality industry is identified as among the most affected sectors in the UK by lockdown and government restrictions as measures to prevent the spread of Covid-19, and 81% of businesses have temporarily closed in spring 2020, with 54% remaining closed early 2021 (ONS, 2021). With such lockdown, The Guardian (2021) identified dramatic reduction in revenues, as hotels struggle to attract customers, on average occupation of hotel rooms being at 45% capacity. This is also the situation with Marriott Hotel, which saw total revenue for 2020 and 2021 drop by 49.5% and 44% compared to 2019 ($20,972m), with profits for 2020 and 2021 dropping by  129.14% and 25.7% compared to 2019 ($1,599m) (Marriott 2020; 2021).
Marriott is among leading Hotels and Resorts in the World, with more than 350,000 workers working across more than 130 countries, with 30 brands and 7,000 destinations (Marriott, 2022a). However, Covid-19 hit revenue generation of Marriott same as other players in the industry, with decline in revenues and profit showing this (WSJ, 2022). Therefore, the report critically analyse the organisational current and future external and internal environment, showing how Covid-19 has impacted the hotel and its response to the impact in the UK. First, the report reviews the internal and external environment, using PESTEL, Porter's five forces, SWOT analysis and VRIN showing the proactive and reactive response to the environmental factors. Finally, three recommendations are provided to address issues identified.
2.0. [bookmark: _Toc98280596]Analysis of External and Internal Environment
2.1. [bookmark: _Toc98280597]PESTEL Framework
PESTEL framework is a tool used by marketers and strategy managers to identify the changes in external environment of a business and how they impact the present and future operations of the business (Shatskaya et al., 2016 p. 49-50). PESTEL (political, economic, social, technological, ecological and legal) analysis has two relevance and functions to businesses such as Marriott International. First, PESTEL allows a business to be aware of environment within its operations by identifying the forces that affect its operation (Oraman, 2014). Secondly, PESTEL provides information that can allow organisations to predict circumstances and situations they may encounter in the future, helping develop better proactive and reactive responses (Yüksel, 2012). For Marriott, the two major issues it faces from political and teachnological aspects. 
Politically, the major issue that face Marriott is Covid-19 regulations and guidelines. To prevent further spread of Covid-19, the UK government requires that those visiting UK provide Covid19 pass 2 weeks before travel, proof of negative test and self-isolation for those who do not have Covid-19 certificate (Gov.UK, 2022). Such Covid-19 restrictions, although lighter since the travel bans and half-board restrictions have been removed, still affect the number of people visiting the UK, thus reducing customer traffic for hotels and ability to use its human resource and assets to full capacity. Specifically, the Covid-19 guidelines on risk assessment require that hotels assess hotel employees and customers risks (Gov.UK, 2022b). The regulation has five steps that require regular review of health and safety risks for Covid-19, adequate ventilation, often cleaning, following up to ensure that those with Covid-19 are traced early and communicating and training employees, especially if there are more than 5 workers (Gov.UK, 2022b). This regulation impacts generation of profits since it increases expenditure related to implementation of the Covid-19 guidelines. Marriott, in its part to ensure it reduces future impact, engages in proactive measures which include providing travel advisory with Covid-19 protocols to its visitors, which makes it easy to implement the stated guidelines and ensuring that international visitors are not at high threat of getting Covid-19 (Marriott, 2022d).
Secondly, technology has provided challenges and opportunities for hotel industry in the UK. Deloitte (2021) identified technology to have provided alternative means for hotel and leisure, such as online entertainment and Apps that allow customers to order food products from home. This affects large hotels like Mariott, which mainly rely on physical presence of customers. However, hotels have also used the technology to their advantage by using it to promote contactless processes, preventing Covid-19 spread. Contactless processes include automatic hand wash and temperature gadgets, online booking and online payment mechanisms (WEF, 2021). The presence and use of such technologies at Mariott have critically helped the business implement proactive Covid-19 measures such as online and app booking, online payment, online consultation and contactless sanitisation (Marriott, 2022b). These are some of the measures that have helped Mariott increase its revenue in 2021 by 104.1% compared to 2020, and may in future contribute to increase in sales to full capacity of Marriott (Macro-Trends, 2022). However, the negative impact is with the advancement of technology, customer behaviour has radically changed towards sharing economy and online consumption, in effort to reduce Covid-19 risk (Deloitte, 2021). For example, following Covid-19, there was 59.1% reduction in travel expenditure, with expenditure on hotels reducing by 88.4% and recreation and leisure by 17.7% (ONS, 2021). This is mainly being replaced by home ordering for food products and online consumption of food, leisure and entertainment products and sharing economy such as Airbnb which customers perceive safer than hotel environment (Deloitte, 2021). As these changes occur, the number of consumers has reduced. 
2.2. [bookmark: _Toc98280598]Porter's Five Forces Analysis
Porter’s Five Forces is a framework that evaluates and assess competitive position and strength of a firm (Porter, 2008a). The framework is used to formulate strategy, including marketing strategy by helping firms understand the attractiveness of the industry and helping infirm positioning (Porter, 2008a&b). Grundy (2006) found Five-force to provide a practical starting point to develop marketing strategy by knowing how unattractive or attractive industry is and implementing strategic initiatives that can enhance firm competitiveness. 
[image: Porter's Five Forces Analysis: Definition, Model & Examples Explained]
Figure 1: Five Forces factors (Adapted from Porter, 2008 p.80)
One of the key issue that Marriott faces is intensive competition and rivalry from competitors. According to Porter (2008b p.85), competitive basis and competitive rivalry measure the competitive rivalry. In relation to intensity, the competitive rivalry is relatively high in hotel industry because the competitors are numerous and have equal power. Specifically, as Figure 2 shows, while Marriott is second in Hotel industry, it faces intensive competition from big players like Hyatt, Hilton and IHG (Comparable, 2022). The key issue with having such big competitors is that they have very high commitment to business growth and value creation (Wang & Chung, 2015). For example, companies like IHG have same economies of Scale as Marriott, given its operation in more than 100 countries and 6,000 destinations (IHG, 2022). 
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Figure 2: IGH Competitors and Ranking (Comparably, 2022).
Furthermore, Porter (2008b p.86) found decrease in average profit per organisation in highly competitive environment comes if firms serve same customer segment, have same products, features, services and brand identities. Among the six top competitors, they are well known brands that mainly focus on premium products, with their pricing and customer focus strategy being the same. The problem with such rivalry is that any issue affecting the industry affects all the firms, with Covid-19 proving this as noted by Craven et al. (2020). This has resulted in seeking home entertainment rather than outdoor leisure activities and vacations, use of Airbnb for those engaging in recreation activity and ordering foods from home through online deliveries and fast food (Mehtah et al., 2020; Deloitte, 2021). This reduces present and future revenues, given the resurgences of waves of Covid-19, which increases probability of lockdown and reduced customer traffic. In response, Marriott has implemented strict Covid-19 measures to enhance customer confidence for leisure and hotel products emerging from physical locations, their perception is mainly shaped by trust that the space is safe and their emotional and social needs are met (Figure 3). For example, in addition to having safe and secure website and app, Marriott has increased its commitment towards social distancing measures, contactless experience, cleanliness in property amenities and services, and food and beverage deliveries, removing self-service food from menu to reduce customer contact (Marriott, 2022b).
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Figure 3: Factors Shaping Consumption of Hotel and Restaurant Products (Deloitte, 2021).
2.3. [bookmark: _Toc98280599]VRIN Framework
[bookmark: OLE_LINK2][bookmark: OLE_LINK1]According to Barney (1991) resource-based view (RBV), firm has specific resources that, if realized and utilized effectively, can lead to competitive advantage in the market. Consistently, VRIN (Valuable, Rare, Inimitable and Non-Substitutable) Model identify key resources that provide competitive power to organisation in terms of sustained competitive advantage(SCA), competitive advantage(CA), competitive parity(CP) or competitive disadvantage(CD) respectively based on value of resources (Wernerfelt, 1984). At Marriott, the importance of VRIN is to understand how resources create competitive advantage, addressing challenges in the industry. The key aspect that has been major contributor to sustained competitive advantage is financial resource. 
According to Johnson et al. (2020), financial resource can be source of competitive advantage of a firm because when a firm has finances, then it has enough capital to invest in technological assets, best employees’ ad market expansion as a way to enjoy economies of scale. Before Covid-19, the revenues of Marriott have been source of competitive advantage, recording its increase year on (Figure 4). 
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Figure 4: Marriott’s Financial Performance Summary (Marriott, 2020-22; Macro-Trends, 2022).
However, at the moment, financial resource has created only competitive parity, with its value reducing radically. In 2020, Marriott rec orded highest decline in revenue since 2009, with 2021 revenue increasing but still lowest since 2012 (See Figure 4). In the past 2 years, Covid-19 has caused decline in both sales and profits. For example, sales revenue for 2020 and 2021 drop by 49.5% and 44% compared to 2019($20,972m), with profits for 2020 and 2021 dropping by  129.14% and 25.7% compared to 2019($1,599m) (WSJ, 2022; Marriott 2020; 2021). Furthermore, the drop can show the impact to company competitive advantage and performance in the market through its ratios. As figure 5 below shows, gross margin profit margin and net profit margin went down in 2020, reporting negative balance for net profit and pre-tax profit, which shows that the business made huge loss following Covid-19. Also, return on assets and investments were also negative in 2020, an indication that the firm assets and investments were underutilized, which can be explained by reduced number of customers, following Covid-19 restrictions. Comparing 2021 ROA(4.3) and ROI(10.3), it is evident that the firm has not fully recovered, as both are below 2019 ROA(5.08) and ROI(11.9). As a result, financial strength which has been Marriott source of competitive advantage has turned to present competitive parity, which can be reduced by investing in Covid-19 measures.
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Figure 5: Major Marriott Ratios  (Marriott 2019-21: Macro-Trends, 2022).

2.4. [bookmark: _Toc98280600]SWOT Analysis
According to Helms and Nixon (2010), SWOT analysis identifies the strengths, weaknesses, opportunities and threats to a business, important in identifying areas for business to perform well. The SWOT framework mainly summarizes the internal and external environment critical success factors, thus allowing effective recommendations for competitive advantage (Ghazinoory et al., 2011). 
One aspect that has created issues to Marriott is threat of being substituted as customers have shifted to safer products, reducing the number of customers visiting Marriott and Company income. Specifically, Deliotte (2021) identified that the major challenge that Marriott and other players in hotel industry face is shift by customers from physical hotels to more secure means of consuming same hotel products. This has seen consumption of hotel products reduce even as the consumption of substitute products like Airbnb, online purchase of food, leisure and entertainment product rise. For example, Mehtah et al. (2020) noted that with rise in security issues, customers are seeking more safe means to consume food products, which include food delivery services, avoiding physical entertainment and recreational places. 
The impact of such threat to Marriott can be felt presently and in future as it is evidenced by its financial performance, which has shown that the assets and investments of the hotel have not brought enough returns (Macro-Trends, 2022). As reactive response to this threat and proactive response to ensure that this threat does not affect the performance of Marriott negatively, Marriott has heavily invested in “Taking Care of You” program which has targeted excellent service production and high cleanliness standards. This is Covid-19 guide ad standards by the company which aims to ensure that a shared responsibility to employees and customer safety is adopted, reducing chances of Covid-19 transmission in the Hotel (Marriott, 2022b).
3.0. [bookmark: _Toc98280601]Recommendations
Based on the internal and external environment analysis, there are key areas in which Marriott can improve. The first area of improvement relates to addressing Covid-19 regulation and guidelines by the government by establishing safety and health department. Gov.UK (2022a-b) allowed business to thrive by reducing travel restrictions and many requirements as tourists visit countries. However, Deloitte (2021) identified that customers are concerned about their physical and emotional safety. With this department, Marriott can have a risk assessment and response committee, ensuring that employees are trained about safety measures on Covid-19 and other safety beyond Covid-19 such as safety policies (Craven et al., 2020). The team can also regularly review safety in hotels and customers by giving them Covid-19 brief and prevention measures, increasing trust in hotels and overall consumption reducing threat of substitution. 
The other area of improvement includes full automation of its hotels. According to Deloitte (2021), IT provides an opportunity for firms to ensure their customers' safety and promote seamless and effective booking and payment. Comparably (2022) identified value in customer services to be created by providing seamless, unique and high-quality services with safety concerns and great competition. By automating its payment, booking, sanitisation and hotel operations online, the business can allow customers to have quality experience without contacting customer service providers. Such safety may help address competitive rivalry threat and customer power due to valuable services they cannot access elsewhere (Porter, 2009). This also reduce move by customers to consume safer products and services such as Airbnb, online entertainment and online food deliveries since the customers will feel physically, digitally and emotionally safe. 
Finally, as a premium service provider, to address the weakness associated with decline in profit due to Covid-19 restrictions, Marriott can focus on building its financial strength by giving customer discounts. Marriott offers differentiated products as its strategy, where it focuses on premium, uniqueness and personality and to go back to its financial footing, it can offer discounts on group and family booking as a way to remind customers of its services. This is a workable strategy since, with its economies of scale and experienced workers (Marriott, 2022a&b), it is possible to improve operational efficiency by reducing costs associated with offering services and facilitating discounts. This way, customers can choose Marriott as accommodation choice as they resume leisure activities. 
4.0. [bookmark: _Toc98280602]Conclusions
The report critically analyses the organisational current and future external and internal environment, showing how Covid-19 has impacted the hotel and response to the impact in the UK. The PESTEL analysis showed two key issues related to Covid-19 regulations and guidelines, technology use in promoting contactless service provision but has also caused customer shift to other products. The Five forces review showed high competitive rivalry, which create issues to company because of the key competitors are big, have heavily invested in core business and produce same premium products in same segment. Furthermore, while financial strength has been source of competitive advantage, the recent drop in financial performance has created competitive parity. Thus, recommendations were provided to address financial weaknesses, and address high competitive rivalry as it takes advantage of IT, reduction of strict measures and having safety guidelines. This can be done by establishing a safety and health department to ensure adherence to Covid-19 guidelines, automation of hotel services to promote safety and reduce Covid-19 transmission, and giving discounts to attract customers who are yet to consume its products and services.
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