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1.0 Executive Summary 

This audit is investigating the current and future external and internal environments relating to the impact of the global covid pandemic within The Hilton Hotel and Resort group. This audit is analysing the internal environment using two theories; these theories include a SWOT analysis and McKinsey’s 7S Framework. Following a full analysis, recommendations will be presented to enable the business to be successfully driven forward through the pandemic and into future years.

The external analysis also involved the analysis of two further frameworks and theories which include PESTLE and Porter’s Five Forces. Again, the evaluation of these theories and frameworks will bring to light the essential areas within the external environment that the Hilton Hotel needs to be aware of, especially after the pandemic. 

The Hilton Hotels business suffered significantly during the pandemic, forced to close globally as the hospitality and accommodation industry was considered a high risk, along with the overall ban on travelling locally, nationally and internationally.  Therefore, by examining the internal and external environments and making clear recommendations for the Hilton Group, this report will enable the business to make up for lost profits quickly. 


2.0 Introduction 

An audit of The Hilton Group has been requested in response to the recent Coronavirus Pandemic. The Hilton Group comprises “18 different brands, across a total of 122 countries” (Hilton.com, 2022.) The Hilton group is one of the many organisations that has been impacted by the Coronavirus Pandemic. The Coronavirus Pandemic originally began in December of 2019 causing all “non-essential” (Kiernan, Bardi, Posner and Kantis, 2022,) businesses in the United Kingdom to close. One of the major industries affected by the pandemic was hospitality. This was due to the implementation of legislation specifically relating to travel and unnecessary journeys. However, at the beginning of 2022 the public were informed that Coronavirus is under control and industries that were forced to close have the option of opening again to the public (Kiernan, Bardi, Posner and Kantis, 2022,). This audit will assess the internal and external factors of The Hilton Group. The internal and external factors will refer to the hotel brands and the pandemic while referencing theories and frameworks that should be used by the organisation. This Audit will also provide recommendations on how the hotel group can improve.   


3.0 Analysis of the Micro-Environment 

The first aspect of the audit will be analysing The Hilton Group’s internal procedures also known as the micro-environment. The micro-environment examines the internal processes and monitors the internal elements which can directly have both a positive and negative influence on the organisation’s performance (Singh, 2019.) Examples of these influences are customers, suppliers, employees, and competitors (Oxford College of Marketing, 2022.) The micro-environment can be closely monitored using a range of theories and frameworks. To this end, this audit will include a SWOT analysis and an evaluation of Porter’s Generic Value Chain. 

3.1 SWOT Analysis 

A SWOT analysis is described as a strategic planning technique used by organisations to evaluate the Strengths, Weaknesses, Opportunities, and Threats (Leigh, 2009.) This technique can be implemented within an organisation’s business strategy to make improvements efficiently and effectively. To ensure effective changes are implemented organisations should reply on internal core facts and figures (Teoli and Sanvictores and An, 2019.) By correlating this data and filtering it into a SWOT analysis the organisation is more likely to gain a realistic overview of the organisation and will be able to create a plan of action based on ideas discussed using a SWOT (Leigh,2009.) 

The Hilton group is an international hotel chain therefore; the principles of the SWOT analysis can be implemented across the Group as a whole.  There will be many similarities in the SWOT analysis results; however much depends on the location and demographics of the hotel’s location. This audit took notice of the threat aspect of the SWOT analysis (Hay and Castilla, 2006.) 
(Leigh, 2009.)














The recent pandemic has allowed new threats to emerge, which the Hilton group would not have considered before. These threats include self-catering venues and Airbnb (Yan, Shen, and Hu, 2022.)  Self-catering venues and Airbnb have grown in popularity due to the tread in “staycations” (Kaushal and Srivastava, 2021.) This trend has allowed individuals to have a holiday without leaving the country. The Hilton Hotels and Resorts Group in America have been affected by the growth in Airbnb during the pandemic (Yohn, 2020). This was due to the lack of social distancing required from other guests and the ability to go mask-free. There was a requirement within America that Hotels were required to follow guidelines set by the US Government (USA Gov, 2020), therefore, could not compete with Airbnb and self-catering accommodations during this time. However, the Hilton group trading outside of the United States were also required to complete with the increase in popularity of these establishments while following Government guidelines within the local area (BBC News, 2020).  Airbnb and self-catering venues also prevent guests’ needs for an isolation period as there was no international travel required (Kiernan, Bardi, Posner and Kantis, 2022.)

This potential threat could remain an impact the Hilton Group business after the pandemic as The Hilton is viewed as luxury accommodation, and the cost of travel and insurance is often expensive, due to the uncertainty of the coronavirus (Guardian News, 2022.) However, many individuals have required Government schemes such as furlough (Gov.UK, 2021.) Furlough was introduced, as a way of helping businesses paying the salaries of their staff therefore, there is a decrease in the amount of disposable income. This also impacted the Hilton, as this style of holiday is viewed as a luxury, unlike Airbnb or self-catering venue which is viewed as a viable option for many. The Hilton group will need to monitor changes in the macro-environment and should consider lowering prices to apply pressure to these styles of holidays. 

3.2 McKinsey’s 7S Framework 

McKinsey’s 7S framework is used to analyse the micro-environment of an organisation  The seven elements that compose the framework are Strategy, Structure, Systems, Shared Values, Skills, Style, and Staff (Singh, 2013.)  Each element is complementary to the other whilst linking together to create the overall framework. The first element is considered as the pinnacle of any organisation; it can implement a strategy with the purpose being to gain a competitive advantage (Corporate Finance Institute, 2022.) 

The structure aspect of this framework focuses on how the organisation is planned in terms of leadership and departments. The structure of the organisation is applied through the implementation of internal systems, policies and procedures, becoming fundemental part of employees’ working lives within an organisation (Singh, 2013.)

At the centre of the framework are shared values. Shared values are the organisations core values and can reflect in employees’ work ethic. These are often referred to as organisation’s culture. The culture of an organisation consists of the shared beliefs of the CEO and management team. These beliefs filter down the structure of an organisation and become part of who the employees are (Corporate Finance Institute, 2022.)

Leading on from this are the skills employees have, and the training offered. This is often reflected through the style of leadership managers and team leaders have when training staff. The final skill is the staff or employee of the organisation as this focuses on the general capabilities of staff. When evaluating this framework in The Hilton Hotel Group particular notice was made to the shared values of the company (Singh, 2013.)

The shared values aspect of this framework has been applied in The Hilton Hotel. This aspect is conducted through the group as a whole via the use of culture and core values (Hilton Press Centre, 2019.) The culture within the Hilton Group is to deliver exceptional customer experiences whilst ensuring the Hilton group are market leaders in the global hospitality industry. This is a positive for The Hilton Group as having this established culture allows the organisation to be relatable to its employees and guests (Corporate Finance Institute, 2022.) As well as this established culture in the organisation, The Hilton group also take care of their employees and in 2019, The Hilton group was ranked the number two workplace in the world. This recognition proves the company has a strong culture and was the only hospitality brand on the list of 25 organisations. The CEO was quoted saying “our teams’ members have been at the heart of our success” (Hilton Press Centre, 2019,) Which again proves that the employees are at the centre of the organisation.  (Singh, 2019.)


















4.0 Analysis of the Macro-Environment
 
The second section of this audit will be to analyse The Hilton Group from an external perspective (Singh, 2019.) The external perspective is also known as the macro-environment. The macro-environment examines the external influences that can affect the Hotel Group. Influences from the macro-environment could have a significant effect on the organisation and if not properly followed could lead to fines or the possibility of the organisation being forced to close (Joplin, Shasser, et al, 2003.) To ensure this doesn’t happen The Hilton group will use analysis and frameworks such as PESTLE and Porter’s Five Forces to track changes in the macro-environment. 

4.1 PESTLE Analysis 

A PESTLE analysis is referred to as a tool used by the organisation to track and monitor the macro-environment. The Macro-Environment is a term used to explain the external factors that impact a business (Singh, 2019.) Whereas a PESTLE is an abbreviation for Political, Economical, Social, Technological, Legal and Environmental each aspect of this abbreviation must be continuously monitored and tracked to ensure the organisation is aware of all changes that are occurring in the macro-environment (Singh, 2019.) The Political aspect of PESTLE focuses on Government factors that can impact a business including an Increase in tax and restrictions on trade (Perera, 2017.)  The Economical aspect of PESTLE focuses on issues such as changes in exchange rates and disposable income (Rastogi et al, 2016.) The social side of PESTLE examines lifestyle attitudes and population growth. Another focal point for PESTLE is technology; this aspect specifically targets levels of innovation and an organisational need for technological awareness (Rastogi et al, 2016.)  The environmental processes involved in PESTLE centre around climate change and environmental policies(Perera, 2017.) The final aspect of PESTLE looks at the legal factors including employments laws and discrimination laws (Rastogi et al, 2016.)  Monitoring and tracking the macro-environment is a vital part of any organisation as if a change was ignored then the organisation maybe fined or shut down (Singh, 2019.)  A PESTLE analysis is different to a SWOT analysis nonetheless both can be used to make the best decisions for the organisation. Within the PESTLE analysis, each aspect is as important as another. However, when investigating The Hilton Group the two aspects that were focused on were the Political and Technological aspects.     
(Perera, 2017,)

















4.1.1 Political aspect of PESTLE

The Hilton Group was impacted greatly by the policical factor of PESTLE during the the coronavirus pandemic (Perera, 2017.) As the Hilton Group were considered as a ‘non essential’ business and instructed to close (Corporate Finance Institute, 2022,) they were compelled that many of their UK workforce were removed from their payroll and moved across the Government led furlough scheme (Kiernan, Bardi, Posner and Kantis, 2022.)  As well as this the United Kingdom’s Government where instructing the public to only make essential journey and to stay two meters apart at all time (GOV.UK, 2020.) The introduction of these rules had a major affect on the hospitality industry and in partucular the hotel industry. As these were legislative rules, this impacted greatly on the Hotels macro-enviroment, being threatned that if the legislation was broken fines of up to £10,000 (Kiernan, Bardi, Posner and Kantis, 2022,) could be inforced and immediate closure of a hotel within the UK. As the guidance and legislation was often delayed by the United Kingdom’s Government in comparison to neighbouring European and international countires, it was often a hindrance to the Hotel Group. Had the Government in the United Kingdom been more proactive in their approach to the pandemic the situation would have been controlled sooner (Kiernan, Bardi, Posner and Kantis, 2022.)   






4.1.2 Technological aspect of PESTLE

In the later months of 2021, organisations and industries began to re-open, including the hospitality industry (Kiernan, Bardi, Posner and Kantis, 2022.)  Even though the indusrty was allowed to begain trading with the public there was an expection that customers where to pay without the use of cash (Puriwat and tripopsakul, 2021.) The Hilton group had a proactive response as cashless methods where already imnplace within their restaurants, giftshops, and check-in desks across the 18 different brands (Hilton.com, 2022.) This included the use of card machines, and alternative contactless payments methods via card tapping and phone tapping (Lacmanović et al, 2010.) It was discovered that the coronavirus could live on any surface for up to 12 hours and could be transferred from individual-to -individual via touch and breath (Kiernan, Bardi, Posner and Kantis, 2022.) Therefore, implementing a contactless payment systems was an important aspect of being able to continue to trade during these uncertain times (Lacmanović et al, 2010.)

As well as this The Hilton Group trading within the United Kingdom also placed personalised QR codes throughout the hotels to prevent the spread of the virus. These QR codes where part of the United kingdom’s Government scheme for “track and trace” (NHS.UK, 2021,) which was introduced to “prevent the spead of the virus” (GOV.UK, 2020.) The public would scan this code via an NHS app which would then alert the individuals and the organisation that the coronavirus was present on a certain day and isolation must begin. The use of technology was a pinnicle part of controling the spread of the virus (GOV.UK, 2021.) These QR codes would be placed in all public spaces around the hotels and would look something like the image.
(Gov.UK, 2020)

 

     










4.2 Portor’s Five Forces 

Another framework that can be used by organisations to examine the macro-environment includes Porter’s Five Forces (Singh, 2019.) Porter’s Five Forces is an analysis of the competition that shapes specific industries (Grundy, 2006.) Within this audit, the hospitality industry will be evaluated with recognition being made to The Hilton Group. The Porter’s five forces framework analyses the threat of substitutes, rivalry among existing competitors, bargaining powers of buyers or customers, bargaining power of suppliers, and the threat of new entrants (Dälken, 2014.) 
The threat of substitutes allows customers to purchase a product or service similar to the product or service already being sold. The rivalry among existing competitors can impact an organisation as the increase in competition makes it easier for customers and suppliers to seek out better deals and receive discounted prices (Dälken, 2014.) The bargaining power of buyers or customers is the idea that customers have more power when there is an increase in competition which can lead to customers negotiating prices and deals based on what the competitors are offering (Dälken, 2014.) The final force is the threat of new entrants in the industry as this can affect an organisation’s unique selling point. Often new entrants will analyse what has worked for the competition and implement these systems within their organisation to gain a name and brand in an already crowded market. The bargaining power of buyers will be the one Porter’s Five Forces that will be discussed in relation to The Hilton Hotel.  

(Dälken, 2014.)



















The bargaining power of customers and buyers of the product is higher due to the amount of competition in the hospitality industry (Hardjono and San, 2017.) Potential customers have a choice of hotels to choose from including Airbnb, The Marriott and, The Four Seasons. However, the uncertain times of covid have made buyers more likely to try and negotiate prices (Kuokkanen and Van, 2022.) The Hilton Hotel has set prices on rooms however, if the Hilton doesn’t meet buyer demands then the risk of the customer going to a competitor is far greater. The Hilton needs to be aware of the financial changes due to covid and needs to structure the organisation to ensure customers aren’t impacted by the high price of the hotel. The Hilton is trying to recover after the pandemic as well, therefore, a decrease in price and a rise in customers could positively affect the hotel as a temporary measure. 


5.0 Recommendations

5.1 Threats possed to The Hilton Group 

The Airbnb staycation holiday became a trend during the pandemic and is only a potential threat to the Hilton group because customers that prefer the luxury holiday to a self-catered Airbnb are likely to return. Therefore, one recommendation would be for the Hilton group to use the pandemic to their advantage and create an advertising campaign based around the advantages a luxury hotel has such as the Hilton compared to an Airbnb. For example, no self-service, everything meal is prepared and served to the clients.


5.2 Shared Values

The micro-environment analysis also examined the shared values of the hotel group. It was reported that the values and culture in the hotel continued throughout its workforce and were noticed by clients. Therefore, the Hilton group should continue to implement the shared values and culture across the hotel group.

5.3 Political Awareness

The Hotel group needs to continuously monitor changes made to the macro-environment. Changes in this environment can cause uncertain times for organisations and industries. However, if not monitored can negatively impact organisations such as the Hilton Hotel therefore, the political aspect of PESTLE needs to be continuously analysed.  

5.4 Technology in The Hilton Group

The Hilton group needs to continue keeping up-to-date with new technology and new computer systems that could positively affect the hotel in the future. By The Hilton introducing contactless payment systems throughout the group, this enabled full business function across all aspects of the hotel, whilst keeping up-to-date with changes in the Macro-environment via the use of PESTLE. 

5.5 Bargaining power of customers and buyers

The Hilton Hotel Group needs to be aware that customers and buyers are likely to negotiate the price of a room. Therefore, a recommendation could be made to lower the price of the hotel per room to ensure the Hilton group is not giving customers a chance to go to competitors, whilst retaining exsisting customers, promoting a stong loyal customer base. The Hilton group needs to maintain customers, especially after the pandemic as times are still uncertain for the hospitality industry. Some customers may still request a lower price however if the price is already discounted customers will be less obliged to ask. The Hilton group are viewed as a luxury brand but are still at risk of buyers and customers trying to negotiate the price.

6.0 Conclusion

To conclude, The Hilton group are very aware of the micro and macro environments although some recommendations for improvements have been implemented. As these improvements have been addressed it is believed that the Hilton group has stronger opportunities to gain a competitive advantage, which is especially important within red ocean industries. The theories and frameworks discussed in this audit have allowed for a full investigation to be concluded.   
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