Assessment Title: Business environmental auditing of the Hilton Hotel Group during the Covid-19 pandemic 
Module Code:  BMBM6016
Name and Student ID: Dahao Liu   2100526
[bookmark: _GoBack]Word count: 2748




[bookmark: _Toc98380859]Abstract
The ongoing Covid-19 pandemic has significantly affected the global business world especially the hotel industry. To shed light on how businesses in this industry should cope with the pandemic and prepare for the post-pandemic era, this report selects Hilton group as the case for a strategic audit. This report used the PESTEL analysis framework, the Porter’s Five Forces framework, the McKinsey’s 7s framework and the SWOT analysis framework. This report finds that the Hilton company needs to revisit its current strategy focusing on patching its weaknesses to prepare for the fierce competition from market incumbents in the future so that it can face the challenges from the political and social environments. 


[bookmark: _Toc98380742][bookmark: _Toc98380860]Table of contents 
Abstract	
Table of contents	
1.	Introduction	1
2.	Main body	3
2.1.	PESTEL analysis	3
	Political aspect	4
	Social aspect	5
2.2.	Porter’s Five Forces analysis	6
2.3.	McKinsey’s 7s framework	7
2.4.	SWOT analysis	8
3.	Recommendations	9
4.	Conclusions	10
Reference list	11








1. [bookmark: _Toc98380861]Introduction 
At the end of 2019, during the time when the US-Sino trade war and the protectionism emerged around the world, an epidemic broke out in Wuhan, China and rapidly evolved to a global pandemic. The Covid-19 pandemic, as defined by the World Health Organisation, is a contagious disease caused by the Sars-Cov-2 virus (World Health Organisation, 2021). As reported by the World Health Organisation, death toll of the Covid-19 pandemic and the confirmed case number has been increasing, though have slowed down in increase rate, has been increasing in the past months with the emergence of variants of the virus (World Health Organisation, 2022).
The development of the pandemic is not yet clear. Though new variants such as the Omicron variant has shown signs of decreasing in toxicity and increasing in the level of contagiousness, healthcare studies have not confirmed the ending of the pandemic in the near future (Hossain et al., 2022).. The above introduction to the situation of the Covid-19 pandemic indicates that the pandemic, with its significant impact in the world, is likely to continue to affect the world in a complex way. 
The frontline combating the pandemic, apart from governmental and healthcare workers, is the service industry such as the tourism industry and the hospitality industry (Carracedo, Puertas and Marti, 2021). As found by Nhamo, Dube and Chikodzi (2020), the global hotel industry has suffered from devastating impact from the Covid-19 with massive cancellations of bookings and constant travel restriction policies announced by authorities. As reported by Statista (2022), the total revenue of the global tourism and accommodation industry in the year 2020 has decreased by over 70% regarding the forecast based on the figure in 2019. 
The future of the industry deserves a critical analysis for strategic guidance. To deepen the understanding of how the pandemic has affected the industry and how businesses in the industry could cope with crises alike in the future, this study selects one leading company in the industry to analyse, from the external and internal environmental aspects, the impact from the Covid-19 pandemic on the company and to offer solid recommendations regarding how the strategy of the company should be adjusted. 
The case focused in this study is the Hilton Worldwide Holdings Inc. The company is one of the largest chain hotel companies in the world with 403 established hotels worldwide in its 18 brands from top luxury hotel brands such as the Waldorf Astoria Hotel & Resort to economic hotel brands such as the Motto by Hilton (Hilton, 2021). The brand landscape of Hilton is shown as below. 
[image: Hilton Brands — Officer Wayfinder]
Figure 1. Brands managed by Hilton. Source: (Hilton, 2019)
The company suffered significant loss during the pandemic. As shown in figure 2, the company’s revenue and net income have significantly reduced during the pandemic in the past two years. It is thus critical for the company to audit its current strategy for its further development in the post-pandemic era. The analysis of the company could also benefit other companies alike in the industry and the academia in the research fields including the impact from the Covid-19 pandemic on the hotel industry. 
[image: ]
Figure 2. Revenue and net income of the Hilton group from 2014 to 2021. Source: Made by the author based on data from Hilton (2021)
This study aims to establish five solid findings regarding the strategic management of the Hilton company based on the adoption of four analytical frameworks including the PESTEL analysis, the SWOT analysis, the Porter’s Five Forces analysis, and the McKinsey’s 7s framework. The analysis in this study will lead to the proposal of three solid recommendations for the Hilton company in the post-pandemic era. 
2. [bookmark: _Toc98380862]Main body 
2.1. [bookmark: _Toc98380863]PESTEL analysis 
PESTEL analysis was developed in the 1960s by Francis Aguilar as a tool to audit the external business environment for one company or for one industry in a given market. The PESTEL analysis focuses on the six key factors that constitute the external business environment of one company as the political factor, the economic factor, the social factor, the technological factor, the ecological factor and the legal factor (Çitilci and Akbalık, 2020). 
What affects primarily the hotel industry in the pandemic includes two factors. The first factor is the policy on travels and business openings. The second is the change of consumer behaviour on special needs in the pandemic such as social distancing and sanitation methods (Gössling, Scott and Hall, 2021). The above two factors relate to the political and social factors in the PESTEL analysis, this report thus focuses on the political and social factors of the externa environment of Hilton. 
· [bookmark: _Toc98380864]Political aspect 
The political factor under focus is the pandemic policies issues by authorities worldwide including the World Health Organisation and governments worldwide. Current travel restriction policy in the world is shown in figure 3 as below. It is clear that the primary travel restriction policies in the world are largely welcoming vaccinated travellers while restricting those who are not by establishing barriers such as on-arrival Covid PCR testing or quarantine periods varying in the length of quarantine time. 
[image: ]
Figure 3. Travel restriction policy map. Source: Adapted by the author from Sherpa Network (2022) 
Figure 3 clearly shows that the global community is now turning to the reopening of boarders for travellers with the requirement for vaccination. Apart from limited markets such as China who treated all foreign travellers equally, the map clearly shows that primary markets are now open for those vaccinated with limited restrictions such as pre-obtained Covid-19 negative test results. 
What should be pointed out is that by far China has maintained a strict restricted travel policy in both domestic and overseas markets. As one of the largest accommodation markets in the world, China’s policy developments in the future could critically determine how business operating in the region should respond to (Liu et al., 2021). 
This is in accordance with the projection made by the World Health Organisation, which speculated that the global opening of boarders and businesses would accelerate with the increase in vaccination rate in countries (Reuters, 2021). With the global vaccination rate increasing as shown in figure 4, it is projectable that countries would open their boarders entirely in the near future. 
[image: ]
Figure 4. Vaccination rate worldwide. Source: Made by the author based on data from Bloomberg (2022)
One issue potentially hampering the reopening of countries is the new variants of the virus such as the Omicron, which is highly contagious. This, however, poses limited impact on the general public healthcare policy as the general evolution direction of the virus is to be more contagious while less harmful (Burki, 2022). 
It is thus safe to summarise that the political pressure from the pandemic as travel restriction policies could be eased gradually in the recent future with increased vaccination rate and the emergence of less harmful virus variants. Hotel businesses such as the Hilton group is expected to see the business to recover to the pre-pandemic time in the near future. 
· [bookmark: _Toc98380865]Social aspect 
The pandemic has greatly affected the consumer behaviour during the pandemic. Being a highly contagious virus, the Sars-Cov-2 has been creating fear among the public when planning for stays in hotels (Davari et al., 2022). Though the hotel business in general has been affected, it should be noted that the small businesses and services such as the Airbnb are more affected. As found by Gyódi (2021), established chain hotels such as Hilton are more welcomed by customers during the pandemic compared to BnB stays or other independent hotels due to the fear of the lack in sanitation capabilities. This is beneficial for the Hilton group as it has established a comprehensive system preventing the in-facility contamination such as to constantly sanitise rooms used by customers and deploy air-conditioning filtration systems for preventing the transmission of the Sars-Cov-2 virus (Hilton, 2021). 
The social aspect does not only cover the customers but also employees of the hotels as they are also part of the society. According to Zhang et al. (2020), the beginning of the pandemic has put employees in the hotel industry in the direct combat against the pandemic. They found that employees in the hotel industry are under constant high pressure due to, firstly the business requirements as to maintain the service standard during the pandemic, and secondly the healthcare requirements as they are constantly facing directly customers. 
· Summary
The above analysis suggests that the political factors are, in general, favouring the development of the Hilton group as the world is restoring to a normal state while the social factors are complex. The company could be facing a downturn of the employee performance during and after the pandemic due to the constant pressure on employees, which has been found in other businesses in the global hotel industry (Aguiar-Quintana et al., 2021). 
2.2. [bookmark: _Toc98380866]Porter’s Five Forces analysis 
Porter’s Five Forces framework was developed by Michael Porter from the Harvard Business School to determine which factors critically define the competition environment of one company (E. Dobbs, 2014). The framework suggests that five forces determine the competition environment of one company as the bargaining power of buyers and suppliers, threats from market entrants and market incumbents, and the rivalry level of the market. This report focuses on the two critical factors that affect the Hilton group during the pandemic as the market structure as suppliers in the hotel industry are typically less powerful especially for large chain hotels such as the Hilton group, and the demand side from customers have been discussed in the previous part of this report in the PESTEL analysis (Cheng, 2013). 
· Threats from market incumbents 
Market incumbents are primary threats to the company during the pandemic. Though the entire industry is under impact in the pandemic, the differences in aid-packages from the government and the restriction policies in different markets affect the profitability of the hotel companies, thus affecting whether the business could sustain its operation during and after the pandemic (Anguera-Torrell, Aznar-Alarcón and Vives-Perez, 2021). 
During the onset year of the pandemic 2020, Hilton has not performed well in the industry. According to the report by Aharon et al. (2021), global hotel businesses such as the Marriot and the Oriental Land have been leveraging advantages of the easing of pandemic policies in the world to serve business customers who are the primary customer group during the pandemic. Hotels such as the Radissons have been leveraging the opportunity in lowered asset prices, such as land prices and labour prices to expand in emerging markets to prepare for the post-pandemic era (McKinsey, 2021). While the Hilton company has suffered from a direct hit from the pandemic as its primary customer group remain to be individual and leisure trip customers and high-end luxury hotel customers, both of which have reduced significantly during the pandemic (Hilton, 2021).  
Though the company has announced its digital transformation plan in the pandemic. The implementation of the transformation could be hampered by the lack of profitability and the decrease of the revenue of the company as shown in figure 2. In the post-pandemic era, the Hilton group is thus likely to face a strong competition from market incumbents who have maintained or upgraded their operation capability by expanding in either market segments of business sizes. 
2.3. [bookmark: _Toc98380867]McKinsey’s 7s framework 
McKinsey’s 7s framework was developed in the McKinsey company in the 1970s as step-wise audit of one company on how it should carry out its strategic plans. The seven steps include the strategy, structure, systems, staff, style, skills and superordinate goals as shared values (Kaplan, 2005). This report focuses on the strategy as the key factor that affects the future development of the Hilton company in the post-pandemic era. The strategy is the first and foremost step in the framework. Based on the discussions in previous parts of the report, it is evident that the company needs to review its current strategic planning to prepare for the post-pandemic hotel industry. 
· Strategy 
The current strategy of the Hilton group, as specified in its financial report, is to establish a robust economic to middle-scale hotel brands in emerging markets to ensure its growth in the future. The company also aims to establish aggressive digital and green transformation in the next decade to further enhance its competence in the market and to uplift its profitability (Hilton, 2021). 
The company’s strategy could fit into the normal market situation where the pandemic is absent. While during and after the pandemic, the changes in consumer preferences and the changes in the market competition suggests that the current strategy of Hilton could hardly sustain its development in the next decade. More importantly, based on the analyses in previous sections, it is evident that the company faces challenges as well as opportunities. The key point is that the loss in the pandemic and the increasing capability of its competitors in the market could hamper its current strategic implementation. It is thus evident that the company’s current strategy is insufficient for the post-pandemic hotel industry. As for what strategy is needed for the Hilton group, a SWOT analysis is conducted in the next part and solid recommendations are proposed. 
2.4. [bookmark: _Toc98380868]SWOT analysis 
The SWOT analysis refers to the analysis of the company regarding its external opportunities, threats, and internal strengths and weaknesses. Based on the combination of the four factors, the company could establish a viable strategic development direction (Valentin, 2001). This report focuses on the weaknesses of the company during the pandemic for the proposal of the final strategic recommendations. 
· Weaknesses 
The primary weakness of the company, based on the above analysis and its financial report, lies in the lack of financial capability in the coming years to implement the transformations it planned. More importantly, the staffs under pressure during the pandemic could further undermine its capability in implementing the strategy. The weaknesses of the company could not only hamper its strategic implementation but also its strategic shift as its resources, as human resources and financial resources, could potentially be depleted after the pandemic. It is thus important that the priority of the company in the post-pandemic era to focus on strengthening its weaknesses to seize the opportunities put forward by the pandemic and to overcome the challenges from the customers and market incumbents. 
3. [bookmark: _Toc98380869]Recommendations 
Based on the analysis in this report, three recommendations are proposed. 
It is firstly recommended that the Hilton group to establish a strategic focus on market segments regarding the development of the pandemic. The company should revisit its strategy to focus in the emerging markets such as China, which is now the market with strictest travel restriction policies. The company should also revisit whether its transformation strategies in the digital and green fields are urgent as the company needs the resources in these transformation projects for maintaining the operation of the company. 
It is secondly recommended that the company to re-establish its business line to enhance the profitability to patch its weaknesses so that the Hilton group could be prepared for the fierce competition in the post-pandemic hotel industry. 
It is thirdly recommended that the Hilton group to establish a Covid task team to monitor the development of the pandemic to adjust its strategies in the future. This is necessary as the company needs to be highly alert during the time when the market changes rapidly. For example, if China chooses to reopen its boarders, the company’s original strategy could be maintained. 
4. [bookmark: _Toc98380870]Conclusions 
This report presents five key findings. Firstly, the political environment as the travel restriction policies is likely to ease apart in China for the company, which offers the company an opportunity. Secondly, the social environment as the consumer behaviour benefits the company potentially as it could serve business customer groups with established anti-Covid-19 measures. Thirdly, the market incumbents are challenging the company during and after the pandemic, which resulted in the loss in profitability and financial capability of the company. Fourthly, the company’s current strategy is insufficient for the pandemic and the post-pandemic market due to its lack of competent financial capability. Fifthly, the weakness of the company is the lack of resources to prepare for the post-pandemic market including human resources and financial resources. Based on the analysis in this study, three recommendations are proposed for the company to re-establish its strategy in the post-pandemic era. 
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