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Executive summary
Today's fast-moving world makes it necessary to change both the macro factors of society and one's own internal factors at any time, and companies must adapt to the times. This report uses four business analysis frameworks to analyse the current environment in which InterContinental Hotels Group (IHG) operates and to understand why they are used. The external macro environment, the internal environment, the value chain and the 5 Forces are all important frameworks that should be analysed and describe how these approaches can be of material use to the business. Finally some practical advice is given to IHG based on the above analysis.
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[bookmark: _Toc98246325]1.0 Introduction
COVID-19 can be transmitted by breathing and also when in close contact with an infected person (Fong, Dey and Chaki, 2021). Pandemics pose a great threat to people worldwide, overwhelming healthcare facilities and providers and disrupting the global economy (Oberlander, 2020). The hospitality industry has seen occupancy rates plummet at major hotels due to the effects of the pandemic, for example, Marriott's revenue in the fourth quarter of 2020 was $2,172 million, a 59.6% decrease year-over-year, with a net loss of $164 million (Marriott Gross Profit 2010-2021 | MAR, 2021). Hilton Hotels reported full year 2020 total revenues of US$4,307 million, a decrease of 54.43% year-on-year, and a net loss of US$720 million (Hilton Worldwide Holdings Net Income 2011-2021 | HLT, 2021). InterContinental Hotels' total group revenue for the full year 2020 was US$2,394 million, compared to US$4,627 million in the previous year. The full year operating loss was US$153 million (IHG, 2020). The overall trend is negative, but hotels are still redoubling their efforts to maximise their profits. This report critically analyses the future internal and external environment of IHG under COVID-19. IHG is the world's largest hotel brand in terms of number of rooms (IHG, 2022), with 5991 hotels and 880,327 rooms worldwide.
[bookmark: _Toc98246326]2.0 Main Body
As the pace of global economic development accelerates and competition in the hospitality industry becomes more intense, a thorough and complete analysis of a company is required before it can develop strategies and tactics to maximise the benefits to the company. This report will use PESTEL, SWOT, Porter's General Value Chain and the 5 Forces framework to analyse the current and future internal and external environment of IHG, so that the current and future external and internal environment can be accurately determined and innovative strategic marketing plans can be developed to achieve organisational goals and utilise key resources and capabilities. Marketing plans can also be monitored, measured and adjusted to achieve continuous improvement.
[bookmark: _Toc98246327]3.0 PESTEL Definition
The success of a business relies not only on factors that can be controlled but also on macro environmental factors that cannot be controlled.The PESTEL model is an analytical marketing analysis model also known as a broad environmental analysis.The PESTEL model is a model that uses four factors, Political, Economic, Sociocultural, Technological, and The PESTEL model is a model that uses the four factors of Political, Economic, Sociocultural, Technological, Environmental and Legal to analyse the external environment and is essential for understanding the external environment and strategic decisions (IvyPanda, 2021). PESTEL is used to analyse the overall external environment of a company, the macro environment (Yüksel, 2012). The PESTEL framework is a fundamental tool for analysing the environment of a company.
[bookmark: _Toc98246328]3.1 Benefits of using PESTEL
The PESTEL framework is effective in understanding the decline and growth of the market, the current and future situation of the company, and can indicate the future direction of the company's operations. The PEST framework can provide a company with strategic planning, market planning, and product business development, and it is important for a company to consider the company's market environment before developing a marketing strategy (Issa, Chang and Issa, 2010). The analysis of the market environment is a long-term project that can generate an all-round indicated orientation for a company's marketing plan and can also provide a basis for the development of a long-term strategy.
The PESTEL framework allows companies to grasp the changes and trends in the macro environment and to take advantage of opportunities, as well as to avoid threats caused by the macro environment in a predictable manner.
[bookmark: _Toc98246329]3.2 The impact of political factors on IHG 
Political factors can have a direct impact on IHG's long-term profitability and can play an important role in corporate decision making. IHG is engaged in hotel operations in more than a dozen countries and is exposed to different types of political environments and political systems. According to the World Health Organisation, by 1 June 2020, there will be more than 6 million COVID-19 infections and more than 370,000 deaths worldwide (Aharon et al., 2021). During the pandemic governments took different measures such as closing schools, travel restrictions, banning public gatherings, establishing social distancing or increasing public health services, providing financial support, establishing contact tracing and providing COVID-19 testing policies (COVID-19 Stringency Index, 2020). The implementation of these policies is aimed at reducing the spread of the virus and minimising the negative impact of COVID-19 outbreaks on the health and economic spheres.The outbreak of COVID-19 has led to government interventions that could seriously affect the development of IHGs. This could lead to a serious decline in occupancy rates at IHG hotels.
As a result of the severe impact of the outbreak, governments across the world have introduced policies to help the hotel industry through the outbreak, which is good news for the hotel industry which is in a business downturn. For example, the Chinese government has introduced tax mitigation policies (Danish, 2017), where taxpayers who have suffered significant losses due to the impact of the epidemic and have extraordinary difficulties in paying urban land use tax and property tax will be reduced or exempted from urban land use tax and property tax upon approval by the tax authorities.
The reduction of taxes will help IHG to reduce various costs for enterprises (Almost 800,000 tax relief claims for working from home, 2021) and will allow dying enterprises to regain their operational dynamism and innovative capacity, which will have a positive impact on the development of the market (Georgie, 2022). IHG's cash flow will be increased by the tax incentives, which will increase the risk resistance of IHG's (Tax credits and coronavirus | Low Incomes Tax Reform Group, 2022). This will enable IHG to weather COVID-19 safely, as it will be better equipped to deal with uncertainties such as operational risks, financial risks and external risks.
[bookmark: _Toc98246330]3.3 The impact of the economic environment on IHG 
External economic factors are the economic structure and industrial layout of the society and the future direction of the economy. To effectively stop the outbreak, countries have taken superb measures such as home quarantines and suspension of production in some businesses. The timely and comprehensive measures taken by governments to effectively stop the spread and spread of the epidemic have resulted in a downward trend in the global economy, which could damage the economic environment in the long term. Baseline forecasts predict a 5.2% contraction in global GDP over the course of the pandemic (The World Bank, 2020). Since the main way people participate in the economy is by providing labour for income distribution, and their disposable income is equal to the income from wages and property of businesses, the spread of COVID-19 will have a direct impact on the total income of the global population. Many people in the lower income brackets prior to the pandemic were living on the edge of poverty. After the ravages of the pandemic, they have become poor, with the number of poor people increasing to 803 million worldwide in 2020.
As people's income levels fall, this will lead to a reduction in demand and purchasing power (Sumit, 2021). This will have a direct impact on IHG occupancy rates, which are estimated to be around 35% in 2020, and in some cases even lower, making it impossible for many hotels to remain open. China is the birthplace of COVID-19 and the pandemic has caused a dramatic drop in occupancy rates and a loss of over US$9 billion in revenue (Hao, Xiao and Chon, 2020), causing profits to plummet for each hotel. iHG is under greater operational pressure and will find it difficult to break out of this slump, ultimately limiting the growth factors of the hotel industry.
[bookmark: _Toc98246331]4.0 SWOT Analysis
[bookmark: _Toc98246332]4.1 Definition of SWOT
SWOT analysis, also known as TOWS analysis, was developed by Heinz Weihrich, a professor of management at the University of San Francisco, and is of great importance to both individuals and companies (Sabbaghi and Vaidyanathan, 2004). For companies, it allows them to compare their competitors based on their own strengths and to analyse the opportunities and challenges that may arise from changes in the external environment, to focus their resources and actions on the areas where they excel and have the most opportunities, and to develop a theoretical system of corporate strategy and competitor analysis. For individuals, it helps you to analyse your strengths and weaknesses in detail, so that you can take advantage of the opportunities offered by the environment and prevent possible risks.
[bookmark: _Toc98246333]4.2 Steps in SWOT analysis
The SWOT analysis begins with an analysis of the environmental factors, using various research methods, to analyse the favourable and unfavourable factors that arise as the company moves towards its ultimate goal, also known as internal factors (HigherStudy, 2020). When analysing internal factors, companies need to carefully review historical factors and, more importantly, consider the range of issues that will arise in the future. The important, substantial, urgent and long-lasting factors are listed, while the indirect, minor, less urgent and transient factors are listed later. Once the analysis has been completed, a plan of action can be developed. When developing a strategy, you need to expand your strengths and compensate for your weaknesses, seize the opportunities of the moment, improve your barriers to threats, review the problems of the past and take a long-term view in order to develop the perfect strategy and response for your business.
[bookmark: _Toc98246334]4.3 Threats to IHG
The hospitality industry has arguably been the hardest hit by the repeated impacts of the pandemic, with an earlier adjustment process in the hotel industry, accelerated elimination within the industry and shrinking guest traffic, leaving many hotels facing operational difficulties. In 2020 it can be seen that IHG was severely impacted by COVID-19, causing IHG to generate US$990 million in revenue in fiscal 2020, which is 52.4% less than the previous year's US$2.08 billion (IHG, 2020).IHG is about to face the operational difficulties of those
The high level of homogeneous competition in hotels is accelerating the efficiency of elimination within the industry (Gao and Li, 2020). Many hotels are choosing to cross borders in order to break out of homogeneity and actively innovate to create differentiation (10 Keys to a Hotel Competitive Advantage Strategy, 2019). Hotels are currently crossing borders in a variety of ways, such as computers plus hotels, making them into gaming hotels, where user groups from both industries merge with each other, creating a two-way boost. There may be more innovations in the future to create hotel differentiation and break the status quo of homogenised competition.
[bookmark: _Toc98246335]5.0 Porter's General Value Chain
[bookmark: _Toc98246336]5.1 Definition of a Value Chain
Value Chain was published by the American academic Michael Porter in his 1985 book Competitive Advantage (Carla, 2020). Value chains are about getting more value out of a business, so each link in the value chain is important so that the value of the final product or service can be increased. A value chain is the process of bringing a product or service to market. The value chain includes the producing merchant, the shipper, the wholesaler, the transport and the retailer. Each of these links can exist as a separate value chain, for example the supplier of raw materials must first buy the product, then extract, extract, reprocess, refine and sell it, and any of these links can be combined with the previous or subsequent links so that the business can create more value. The value chain includes primary and secondary activities (Porter, 1985), with primary activities including Marketing and Sales, Inbound Logistics, Services, Outbound Logistics, Operations. Secondary activities include Procurement, Human Resource management, Technological Development, and Infrastructure (Porter's Value Chain, 2016).
[bookmark: _Toc98246337]5.2 Support activities
IHG's infrastructure supports activities such as the management of the business, financial management, legal services, strategic planning and quality control.
IHG's infrastructure will be present throughout the value chain. For example, IHG's financial management is part of the overall management level of the hotel, while IHG's quality management and the management of accounting and legal matters are managed at the business unit level (Solved Porter Value Chain : Hotel Industry Analysis, 2020). Human resources management is a decisive factor in the success of a company, including recruitment, training and hiring, staff management programmes, skills assessment and remuneration at business unit and corporate level. HRM has a direct impact on a company's competitiveness, but in the hospitality industry it is decisive. For example, the staff recruited by IHG's recruitment department is a major source of competitive advantage. Technical support includes design, technology selection, technology experimentation and engineering. Good technical development can be understood as the production of high quality products and excellent process technology. For example, IHG's research and development department includes automation software, technical support customer service, data research and analysis. Purchasing includes the equipment, machinery and raw materials needed for production, as well as other items used in production. Due to the interconnected nature of the value chain, IHG needs to consider procurement activities in order to optimise entry and operations (InterContinental Hotels Group PLC Porter Five (5) Forces & Industry Analysis [Strategy], 2020).
[bookmark: _Toc98246338]6.0 Porter's 5 Forces
[bookmark: _Toc98246339]6.1 Definition of Porter's 5 Forces
The Porter's Five Forces model, developed by Michael Porter in the early 1980s, suggests that there are five forces in an industry that determine the size and degree of competition, which combine to influence the attractiveness of the industry. The five forces include barriers to entry, the threat of substitutes, buyer bargaining power, seller bargaining power and competition among existing competitors (Goyal, 2020). Marketing and sales managers can use the five forces model to analyse their businesses to accurately understand the future direction of the market and customer needs, so that they can accurately formulate their future strategies and tactics to ensure that their businesses have the ability to grow sustainably (Mind, 2020).
[bookmark: _Toc98246340]6.2 The threat of new entrants is low
The barriers to entry in the hospitality industry are high, the cost of investment required is quite large and a hotel requires many employees and managers to operate (Lisa, 2017). Today's hospitality industry already has many well-known major international brands such as InterContinental, Marriott, and Hilton, which can make it difficult for new entrants to the hotel industry to compete. The hospitality market is relatively saturated and one must be innovative to enter the industry in order to be more competitive (Linchpin, 2019). Being an early entrant into the hospitality market, along with other factors such as the availability of raw materials or the economy, gives companies a cost advantage in the industry, which creates a significant barrier to entry for competitors looking to enter the market. New entrants can only be more competitive by using low pricing strategies (Zander, 2018). New entrants to the hospitality industry may have administrative and legal barriers. Barriers for new entrants can also come from government and high level agencies, involving obtaining licences for items such as patents, copyright, environmental protection, safety, etc., which can create significant entry costs for new entrants. Entering a new industry category to compete with other competitors who have already entered the market can be quite difficult. These established players already have a recognisable brand and a loyal customer base, which makes it very costly for new entrants to invest in advertising when entering the market. All in all the new entrants are not a big threat to IHG.
[bookmark: _Toc98246341]7.0 Conclusion
This paper provides a comprehensive analysis of IHG using four frameworks to achieve sustainable competitive advantage. It can be seen that each stage of a company's total marketing process is very important, from the analysis to the strategic decisions of the company and ultimately to the implementation of the marketing plan. This paper uses PESTEL to adequately analyse the current and future external environment for IHG to give IHG enough time to consider the next step in the development of the plan and the economic losses caused by all external factors. The SWOT analysis is used to identify the threats that IHG will face and the strategies that IHG will need to develop to counteract them, and to reduce costs IHG must have a good understanding of its activities. With an understanding of the relative importance of the identified value chain activities, IHG should highlight where it can gain more profit margin and thus maximise cost effectiveness. By analysing all five competencies, IHG managers can understand the factors that affect the profitability of organisations in the hospitality sector. They can identify game-changing trends early and respond quickly to take advantage of emerging opportunities.
[bookmark: _Toc98246342]8.0 Recommendations
In the current epidemic, when the pandemic is serious, the government may need to requisition the hotel as a quarantine hotel, you need to actively cooperate with the government's related work, during the requisition to do a good job of disinfection, is their own quarantine hotel in the best, and strive to obtain the government's publicity and recognition, so that you can expand the IHG refers to the visibility of the IHG need to compress costs to reduce labour costs. By compressing the staffing, the number of staff on duty can be cut, thus reducing the man-room ratio and reducing the expenditure on labour costs. The hotel manager can communicate with various departments to take appropriate measures for staff compression.IHG cultivates as many composite talents as possible, extensively carries out cross-training for different positions within the same department and between different departments to cultivate composite and multi-purpose talents, thus maximising the potential of the staff.IHG needs to reasonably control the use of coal and water and electricity.IHG can purchase advanced coal-saving boilers. New equipment can be used to reduce the energy consumption of transformers; various types of energy-saving light sources can be reasonably selected according to different occasions and uses, and the luminous efficiency of light sources can be improved. This will not only save costs, but also maintain the current environmental factors causing energy depletion.
Homogeneous competition in hotels is serious, accelerating the efficiency of elimination in the industry (Gao and Li, 2020). Many hotels have chosen to cross borders in order to break through homogeneity and actively innovate to create differentiation. As homogenisation in the hospitality industry is more serious, IHG can actively innovate to break through homogenisation, make differences with other brands in the industry, improve its differentiating attributes, make any company or product irreplaceable, and master the core technology of its expertise or even apply for patented technology.
In the value chain it is recommended that IHG look for professional and stable suppliers, more than two suppliers of the same type of product need to be sought, and when the price of raw materials rises, other suppliers can be sought to buy raw materials, refusing to supply monopolies and price gouging. This can lead to a reduction in the profitability of the company's products to the detriment of the company, while also reducing the suppliers' ability to charge a premium.
Although the barriers in the hospitality industry are high, IHG also has to keep increasing the height of the barriers and strive to give no chance to new entrants. iHG can do this by innovating new products and services. New products not only bring in new customers, but also give existing customers a reason to choose IHG hotels, and by building economies of scale, fixed costs per unit can be reduced. Thirdly, building capacity and investing in research and development. Because IHG is among the industry leaders it can continually define industry standards, thereby reducing the profit margin for new entrants to discourage new players in the industry.
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