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	1. strategy model analysis  for Ecosystem Analysis case study for Marriott
International
business case study and need an explanation and answer to help me learn.
perform ecosystem analysis of Marriott International and i am also attaching a sample
paper of ecosystem analysis please take that as a reference and perform an analysis similar
to that sample paper.
The strategy model analysis should be 1 ½ to 2 single-spaced pages plus tables and figures;
not including a bibliography. The format should be 11-point, single spaced, in Times Roman
font, all margins 1”. Students must put their full name at the top of the first page of the
paper followed by the word count on the 2nd line and you must include headers in front of
every section, use bullets to make their points stand out, and not have long run-on
sentences. The bibliography must use APA style formatting. in text citations are compulsary.
Example of Bibliography
Farronato, Chiara, and Gary Pisano. Marriott International: The next 90 Years., 15 Nov.
2018.
“Marriott International: Revenue 1999-2018 | Statista.” Statista, Statista, 2018,
www.statista.com/statistics/266279/revenue-of-the-...
Farronato, C., & Pisano, G. (2018). Marriott International: The Next 90 Years [PDF]. Boston:
Harvard Business School Publishing.
Marriott International. (2021). 2019 Annual Report of Marriott International. Retrieved
from http://media.corporate-
ir.net/media_files/IROL/10/108017/marriottAR19/pdfs/Marriott-2019- Annual-
Report.pdf.
Requirements: should be 1 ½ to 2 single-spaced pages plus tables and figures; not including
a bibliography 1000 to 1200 words
SAMPLE STRATEGY MODEL ANALYSIS PAPER INFO 6790 Ecosystem Analysis Marriott
International Goal To enhance the lives of customers by providing the most potent portfolio
in the logging industry, with 31 brands and 7,000 plus properties across 131 nations giving
people more avenues to connect, experience and expand their globe. Industry: Lodging
Product: Hotel and Resort Rooms Industries/Players Information Technology ¥ Order
Processing – Marriott Bonvoy mobile app has features to allow reservations, check-ins,
check-outs, and virtual Mobile-key cards for room and hotel amenities access while on
 


	2. grounds. In addition,  reservations can also be completed with other IT resources such as,
Marriott.com, and Customer Centers like Expedia.com. Lastly direct reservations can be
done at the properties with Front Desk Management. (Marriott International, 2020). ¥
Finished Product Scheduling – Marriott Bonvoy mobile app features scheduling tools such
as Mobile Dining, Shuttle Tracker, and Check-in Notifications to relay to clients when food,
room, and transportation is ready and available (Bonvoy Mobile, 2020).E-commerce ¥
Product Shipping – Marriot Online Shop provides finished products such as mattresses,
linens, bedding, bath accessories, i.e. house slippers with Marriott logo, etc. for sale (Shop
Marriott, 2021). ¥ Product Promotion – Marriott utilizes the Look No Further® Best Rate
Guarantee to ensure rate integrity for consumers and further increase customer confidence
in the brand when they book hotel rooms through various Marriott Direct Channels
(Marriott, 2019). E-commerce ¥ Product Shipping – Marriot Online Shop provides finished
products such as mattresses, linens, bedding, bath accessories, i.e. house slippers with
Marriott logo, etc. for sale (Shop Marriott, 2021). ¥ Product Promotion – Marriott utilizes
the Look No Further® Best Rate Guarantee to ensure rate integrity for consumers and
further increase customer confidence in the brand when they book hotel rooms through
various Marriott Direct Channels (Marriott, 2019). Transport & Logistics ¥ Marriott allows
its guests keyless entry to their rooms with mobile check-in and check-out of through the
Marriott mobile app and mobile key technology (Shedd, 2020) ¥ Marriott uses a global
system for supply chain operations to ensure consistent service across its 7000+ properties
for acquisition and delivery of necessary products to run and manage their properties
(Walker, 2020).
Banking & Finance ¥ Marriott receives loyalty fees under license agreements with Marriott
Vacations Worldwide Cooperation (MVW). With MVW, they receive license fees such as a
fixed annual fee, adjusted for inflation, as well as certain variable fees based on volumes
sales. They ended out 2019 with 5,205 franchised and licensed properties (796,042 rooms)
(Sorenson, 2019). ¥ Marriot Vacations Worldwide reports a revenue income of $3.869
Million in 2019 from Marriott Vacation Club Timeshare Ownership worldwide (Marriott
Vacations Worldwide, 2019). Digital Entertainment ¥ Marriott Media/Films – Marriott has
developed a successful TV show, The Navigator Live, a short film, The Two Bellman, and
feature in virtual reality with Oculus Rift (Mouka, 2019). ¥ In –Room Streaming – Marriott
has Netflix available to certain hotels for customers to use for streaming services. All US
hotels have this as of 2016 (Newman, 2015). Social Networking ¥ Marriott uses geo-fencing
to view and monitor public postings on social media platforms made from within each of its
properties utilizing HYP3R. This allows them to connect on personal levels with their
guests providing champagne, room upgrades, and free food for special occasions such as a
wedding or anniversary and handling negative issues by connecting the customers directly
with customer service to resolve them (Golden, 2016). ¥ Marriott has teamed up with
snapchat influencers to create "Snapisodes" in which Marriott's properties are showcased
in mini travel documentaries. They are using these as part of their marketing strategy to
target millennials by bringing brand awareness to social media platforms like snapchat,
YouTube, and Facebook (Social Tables). Software & Programming ¥ Marriott Official Web
Application: The Marriott International Official web application provides customers with
 


	3. access to rooms,  reservations, Marriott staff, Marriott Vacation Club, Bonvoy, and the
Marriott online store (Marriott International, 2020). ¥ Bonvoy Mobile App: Marriott Bonvoy
mobile app. has features to allow reservations, check-ins, check-outs, and virtual Mobile-key
cards for room and hotel amenities access while on grounds. In addition, reservations can
also be completed with other IT resources such as, Marriott.com, and Customer Engagement
Centers like Expedia.com. Lastly direct reservations can be done at the properties with
Front Desk Management (Marriott International, 2020). ¥ Commit to Clean Program for
COVID19: Marriott has adjusted it reservation policy for cancellations up to 24 hours
before the date without charges, allowing current members join the Ambassador Elite
group with 14k spending instead of 20k spending in 2021, and lastly with joint venture
programs with Chase, 10 million dollars’ worth of rooms will be provided to medical
responders for the pandemic (Marriott International, 2020).
Model/Relationships Social Media Over recent years, Marriott has embraced a social
media marketing strategy unlike most other competitors around it, the M-Live Studio. The
Studio is a command center stocked with social media experts who use modern technology
to monitor Marriott’s Social Media presence in real time, as well as provide customers with
a way to use a Marriott Hotel as a “backdrop” for their activities. This allows Marriott to stay
in contact and interact with their consumers in a unique way that has never been done
before in the hotel industry (Social Tables, 2020). E-Commerce Marriott notes that most
consumers utilize third-party services when booking hotels, regardless of their purpose; to
this end, Marriott seeks to renegotiate their contract agreements with popular Hotel
booking websites such as Expedia, Priceline, and Booking.com in such a way that would
benefit the company and raise profits. Seeing as how people now book online for business
or leisure, these renegotiations are now of top priority in order to reduce the risk of losing
profits (Marriott 2019 Annual Report). Digital Entertainment Marriott has established
themselves as a full-fledged media company over the recent years. Marriott began with an
online blog written by the 76-year-old Bill Marriott, then moved on to a digital publication,
the Marriott Traveler. Marriott’s focus on a media growth has expanded to more than just
written works; in 2015, Marriott released its first two short films Two Bellmen and French
Kiss, with sequels for Two Bellmen in the works (Mouka, 2019). Information Technology
Marriott recognizes the continually evolving world of Information Technology and strives
as a company to rise and meet it. The company has strived over recent years to broaden its
mobile and online booking options to meet consumer needs as well as offer a better
experience for Marriott’s rewards members when interacting with their online interfaces
and mobile apps (“Marriott International Commits…”, 2019). Digital
Entertainment(Content)CONSUMERSInformationTechnologySocial MediaE-
Commerce(Online Shopping)Transport andLogisticsBanking and FinanceSoftware
andProgramming
Banking & Finance Marriot has added to its already hefty Credit Facility, totaling almost
$4.5 billion by adding yet another $1.5 Billion in a revolving Credit Facility. This will allow
Marriott an additional $1.5 Billion in loan credit for the 2020-2021 fiscal year and allow
them to potentially replace monetary damages caused by COVID-19 (“Marriott International
Announces…”, 2020). Software & Programming Marriott continues to update and upgrade
 


	4. its digital footprint  in the hotel industry. Meeting changes when they occur. Marriott has
introduced a multitude of changes to their mobile apps and online systems to make them
more appealing to the consumers and hopefully draw them to book on the Marriott system
rather than a third-party system. Furthermore, attention has been given to the online aspect
of Marriott Bonvoy and Marriott Rewards programs alike (“Marriott International
Commits…”, 2019). Transport & Logistics Marriott’s chief supplier is Avendra, a company
which supplies to Hotels and companies within the hospitality industry. Marriot has worked
very closely with Avendra to make sure the Supply Chain between hotels and supplier has
never been disrupted or broken. Avendra now supplies to Marriott internationally rather
than the prior methods of being a US-centric supplier. Marriot has been able to utilize
cutting-edge technology as well as the use of communication with Avendra to keep the
supply chain intact (Walker, 2020).
References Golden, J. (Aug, 2016). Why Marriott is so interested in your social media.
Retrieved from: https://www.cnbc.com/2016/08/02/why-marriott-looks-at-what-you-
post-on-social-media-from-your-room.html Marriott Annual Report (2019) Marriott
International (2020). Marriott Official Website.
https://www.marriott.com/default.mi?aff=MARWW&affname=1100l7888&co=WW&nt=PH
Marriott International Announces New $1.5 Billion 364-day Revolving Credit Facility
Commitment and Leverage Covenant Waiver for Existing Revolving Credit Facility. (2020,
April 14). Retrieved from https://news.marriott.com/news/2020/04/14/marriott-
international-announces-new-1-5-billion-364-day-revolving-credit-facility-commitment-
and-leverage-covenant-waiver-for-existing-revolving-credit-facility Marriott International
Commits to Continued Innovation in Hotel Guest-facing Technologies. (2019, July 10).
Retrieved from https://hoteltechnologynews.com/2019/07/marriott-international-
commits-to-continued-innovation-in-hotel-guest-facing-technologies/ Mouka, Marina,
(2019). Marriott International: Becoming a Media Company.
https://medium.com/entrepreneurial-journalism/marriott-international-becoming-a-
media-company-d3569a886b35 Newman, Jared (2015). Marriott and Netflix team up for
in-room streaming, no paid Internet required.
https://www.pcworld.com/article/2933188/marriott-and-netflix-team-up-for-in-room-
streaming-no-paid-internet-required.html Shedd, B. (Jan, 2020). How Mobile Key Went
from Avant-Garde to Mainstream. Retrieved from: https://hospitalitytech.com/how-
mobile-key-went-avant-garde-mainstream Social Tables. A Peek Inside Marriott’s
Marketing Strategy & Why It Works So Well. Retrieved from:
https://www.socialtables.com/blog/hotel-sales/marriotts-marketing/ Walker, N. (Jun,
2020). How Marriott has achieved the mammoth task of streamlining its worldwide supply
chain. Retrieved from: https://www.supplychaindigital.com/company/how-marriott-has-
achieved-mammoth-task-streamlining-its-worldwide-supply-chain
9-618-017 REV: NOVEMBER 15, 2018 Professors Chiara Farronato and Gary Pisano
prepared this case with the assistance of Y. Max Wang. It was reviewed and approved before
publication by a company designate. Funding for the development of this case was provided
by Harvard Business School and not by the company. Leila and Brandon Cormier are
fictional. HBS cases are developed solely as the basis for class discussion. Cases are not
 


	5. intended to serve  as endorsements, sources of primary data, or illustrations of effective or
ineffective management. Copyright © 2017, 2018 President and Fellows of Harvard
College. To order copies or request permission to reproduce materials, call 1-800-545-
7685, write Harvard Business School Publishing, Boston, MA 02163, or go to
www.hbsp.harvard.edu. This publication may not be digitized, photocopied, or otherwise
reproduced, posted, or transmitted, without the permission of Harvard Business School.
CHIARA FARRONATO GARY PISANO Marriott International: The Next 90 Years Leila and
Brandon Cormier sat in the kitchen of their San Francisco apartment contemplating the
options for their annual New Year’s Eve getaway. Leila, a management consultant with a
heavy travel schedule, went right to the Marriott website to peruse the options. “I’m
thinking The Ritz-Carlton on Central Park would be awesome.” After a few more clicks, she
added, “Ooh, wait, the Prince de Galles, a Luxury Collection hotel in Paris, would be even
cooler. And with all these points we can cash in, it might not even cost us that much.”
Brandon, a software engineer in a well-known tech firm, had other ideas. “The Ritz-Carlton
or the Prince de Galles are great, but I was kind of thinking we could try something different
this year. How about we get a private apartment in New York or Paris through Airbnb?
Look, here’s one right here. Gorgeous. It’s in a nice little residential neighborhood. View of
the Eiffel Tower. And look here . . . You can even book a private cooking class.” Leila
countered, “Room service, clean sheets, concierge . . . How do we even know how clean this
place is? With a hotel, you know what you’re getting. No bad surprises.” Brandon sighed,
“But that’s exactly the problem. No surprises. I want a different experience. I want to live
like a real Parisian for a few days. I might even buy a beret.” Leila smirked, “I might
consider it if you promise no beret!” Senior leaders at Marriott International, the world’s
largest hotel operator, were well aware that conversations like the Cormiers’ were
happening more frequently. While prices and occupancy were at all-time highs and demand
for Marriott rooms showed no signs of abating, few could miss the changes afoot in the
industry. Travelers now had a much broader palette of choices. Through online travel
agencies like Expedia or Booking.com, they could quickly compare alternative hotel
offerings and read detailed evaluations by previous travelers. Platforms like Airbnb were
dramatically expanding the offerings of home-sharing rentals. And like the Cormiers, many
travelers were looking for more than a hotel. They wanted a complete experience.
Stephanie Linnartz, Executive Vice President and Global Chief Commercial Officer,
commented: We have to learn from our competitors. For example, we asked, What do
people love about home-sharing? What we found is that they love the local authentic
experience that For the exclusive use of S. Bathike, 2023.This document is authorized for
use only by Shravani Bathike in INFO 6790 Spring 2023 taught by Donald Amoroso, Auburn
University from Jan 2023 to Apr 2023.
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house or apartment and cooking in their kitchen. So, the question for us is how to provide a
local authentic experience with all the safety and security of a hotel. We have a couple of
initiatives in this direction. Our joint venture with PlacePass, for instance, gives Marriott
guests access to a whole array of curated experiences just about everywhere we operate a
hotel. When you book through Marriott, you are automatically set up on PlacePass and are
 


	6. presented information about  events, activities, and experiences related to the places you are
going, and you can book them directly. We are also experimenting with new formats—like
our Element brand—that make a hotel feel more like a residence. Ron Harrison, Global
Design Officer, commented that adapting to a changing competitive environment was
nothing new to Marriott: Marriott’s history is one of constant evolution and innovation. Bill
Marriott, Sr. started in 1927 with a root beer stand, and then got into restaurants. From
there, the company got into inflight catering. And then finally, in 1957, Marriott opened its
first hotel. We later innovated our operating model around an ‘asset-light’ concept where
we provided the management and others invested in the physical facilities. We have the
longest-running loyalty club for hotel guests, and in 2017, Marriott International was
selected by Fast Company as one of the World’s 50 Most Innovative Companies. So, change
and innovation are in our DNA. Marriott International—History John Willard Marriott and
his wife, Alice Sheets Marriott, opened an A&W root beer stand in Washington, DC, in 1927.
Borrowing recipes from the Mexican Embassy, Alice began making chili and tamales, and
the Marriott’s humble root beer stand evolved into a full-fledged restaurant known as the
Hot Shoppe. In 1928, Marriott opened two additional Hot Shoppes, one of which became the
first drive-in restaurant on the East Coast. In 1937, while busy expanding Hot Shoppes into
a chain, Marriott noticed that passengers flying out of Washington’s Hoover Airport were
carrying lunch boxes on board. This gave him an idea, and Hot Shoppes began to deliver
boxed lunches to air passengers. Later, Marriott expanded this concept to become the
world’s leading provider of airline meals.1 The company went public in 1953. Bill Marriott,
Sr. opened his first hotel, the Twin Bridges Marriott Motor Hotel, in Arlington, Virginia, in
1957. When his son J.W. Marriott, Jr. (“Bill”) became president of the company in 1964, the
company owned only four hotels. With the rapid expansion of travel ushered in by both the
interstate highway system and growing air travel, Bill saw great potential in expanding the
company’s hotel operations, but his father was opposed to adding debt. Despite this
constraint, by 1975 the company had 36 hotels (Exhibit 1). Unfortunately, the expansion of
the company’s hotel business, growing restaurant operations, and entry into the theme park
business strained its balance sheet. With the company’s cash flow depressed by a recession,
in 1976 the company issued $22 million in equity. A year later, it announced the sale of
seven hotels to an insurance company, subject to long-term management agreements.
Entering into management agreements allowed the company to control hotel operations,
participate in the significant 1 “COMPANY NEWS: Marriott to
Sell Air Catering Unit,” New York Times, July 12, 1989,
http://www.nytimes.com/1989/07/12/business/company-news-marriott-to-sell-air-
catering-unit.html. The Air Catering Unit was sold in 1989 to Caterair International, a group
of private investors. For the exclusive use of S. Bathike, 2023.This document is authorized
for use only by Shravani Bathike in INFO 6790 Spring 2023 taught by Donald Amoroso,
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relieved of the capital investment of each hotel, grow more rapidly (Exhibit 1). In Marriott’s
1977 annual report, the company summarized its new asset-light strategy: Marriott’s long-
term program to increase return on investment produced another year of significant
 


	7. activity. Emphasis on  management rather than ownership of hotels, redeployment of
marginal or non-earning assets, and application of stringent new ROI criteria for all projects
will benefit 1978 and later years […]. Soon more than 50 percent of our hotel rooms are
expected to be under management agreements. Bill further accelerated the growth of
Marriott’s lodging business by expanding the portfolio of brands to focus on different
segments of the market. The first addition to the Marriott family of brands was Courtyard
by Marriott in 1983. The following year they added JW Marriott, and in 1987 they added
Fairfield Inn & Suites and purchased Residence Inn. Brand proliferation continued steadily
through the next 30 years, and by 2015, there were 19 brands under the Marriott umbrella,
ranging from luxury (The Ritz-Carlton, Bulgari Hotels & Resorts, JW Marriott) to upscale
(Marriott Hotels, Courtyard by Marriott, Residence Inn by Marriott) to midscale (Fairfield
Inn & Suites, MOXY). Bill Marriott, Jr. retired as CEO in 2012, remaining Chairman of the
Board. Arne Sorenson became the third CEO in the company’s history, the first non-family
member to run Marriott International. In 2016, Arne led the acquisition of Starwood Hotels
& Resorts, which brought the total number of Marriott brands from 19 to 30, doubling its
presence outside of the U.S., and making Marriott the largest hotel company in the world
(Exhibits 2, 3, and 4). In 2017, the Marriott family still held nearly 20% of outstanding
Marriott shares, which made them the largest shareholder. At the time, Marriott’s lodging
management and franchise business was highly profitable. Its overall profitability had been
positive since the aftermath of the 2008 financial crisis (Exhibits 5 and 6). Excluding the
impact of cost reimbursements and including Starwood, company operating margins were
around 45% in 2016, reflecting strong and growing management and franchise fee revenue,
and slower growing general and administrative expenses. Marriott’s Business Model Under
Marriott’s “asset-light” business model, the company owned relatively few hotels. Of the
more than 6,000 properties around the world flying a Marriott International flag, slightly
over 4,000 were franchises, and approximately 1,800 were operated by Marriott under a
management agreement with third-party property owners.2 (For a breakdown of the 6,080
properties by brand and geography, see Exhibit 4.) For properties operated under a
Marriott management agreement, Marriott International was responsible for hiring,
training, and supervising the managers and staff needed to run the hotel. Third-party
investors, such as real estate investment funds, private equity firms, or real estate
developers (Exhibit 6), made the capital expenditures needed to build or purchase and
maintain the property. As part of the management agreement, Marriott was able to impose
specific standards on the physical appearance, design, and condition of the property. For
new hotel projects, Marriott competed for management contracts or franchise agreements
with other hotel operators such as Hilton International. Several factors were important to
property owners in selecting an operating or franchise partner,
2 In the vast majority of these “management contract” hotels, Marriott held no ownership
interest in the properties. But in approximately 100 of these properties, Marriott invested
as a joint venture partner with third-party investors. For the exclusive use of S. Bathike,
2023.This document is authorized for use only by Shravani Bathike in INFO 6790 Spring
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	8. the quality of  the partner’s operating and management processes, the loyalty of its customer
base, and the financial terms of the agreement. On average, Marriott legacy brands earned a
13% revenue-per-available-room premium over competitor hotels in the same markets.3
Under a typical management agreement, Marriott earned two types of fees: a base
management fee calculated as a percentage of revenue—usually around 3%—and an
incentive management fee calculated as a percentage of hotel profits—usually around 20%–
25% of operating cash flow above the owners’ priority—i.e., a minimum threshold that
owners would keep to themselves.4 Marriott was also reimbursed for the costs of procuring
food, supplies, and other services. Management agreements usually lasted for 20 or 30
years, with options to renew for up to 50 years or longer.5 For franchised properties, direct
operating responsibility fell to the franchisee. Marriott provided access to its brand,
reservation system, and operating procedures, but the franchisee was responsible for hiring
and employing staff and for day-to-day management. Under a franchise agreement, Marriott
imposed strict standards on the quality of physical facilities, cleanliness, appearance, and
customer service, and it conducted regular audits to ensure franchisees were in compliance.
Failure to comply with Marriott standards could lead to the loss of a franchise license.
Under the franchising agreement, Marriott earned a royalty fee that was usually 4–6% of
room revenue and 2–3% of food and beverage revenues. Franchisees also reimbursed
Marriott for centralized operations such as reservations, marketing, and advertising. In
general, Marriott used the management contract model for its luxury brands (such as The
Ritz-Carlton and JW Marriott) and franchised its upscale and midscale brands (such as
Marriott Hotels, Courtyard by Marriott, and Fairfield Inn & Suites). The franchising model
was also more prevalent within the U.S. and Canada, with 80% of Marriott International
hotels being franchised, compared to abroad, where only 28% of hotels were franchised.
(Exhibit 4 shows a breakdown of hotel properties by ownership.) Marriott’s Loyalty
Programs While customer loyalty programs date back to the 1700s, they became a critical
feature of the travel industry in the 1970s with the advent of airline frequent flier clubs.
Marriott launched its first loyalty program, Marriott Honored Guest program, a predecessor
to Marriott Rewards, in 1984. As of 2017, it remained the longest-operating loyalty program
of its kind. In 1997, Marriott became the first hotel operator to allow its members to both
earn and redeem points across all the brands in its system. As of 2017, Marriott had three
customer loyalty programs: Marriott Rewards, which included The Ritz-Carlton Rewards,
and Starwood Preferred Guest (SPG), which came with the recent acquisition of Starwood.
The total number of loyalty program members had surpassed 100 million after the merger,
up from 54 million in 2015 (Exhibit 7). While the Marriott and Starwood programs were
administratively separate, Marriott enabled members to transfer points across programs. In
2016, Marriott Rewards members purchased slightly more than 50% of the room nights
booked within Marriott. Rewards points were only granted when guests booked directly
with Marriott, either by phone, the web, or the Marriott mobile app. Loyalty
3 Marriott International annual reports. Marriott Analysts Day Conference, March 2017,
New York. 4 “Why Hotel Giant Marriott Is on an Expansion Binge as It Fends Off Airbnb,”
Fortune, June 14, 2017. 5 Management agreements in the Middle East and Asia typically did
not include the owners’ priority, and incentive fees were based on a straight percentage of
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International to accumulate information on the habits of frequent travelers. This gave
Marriott an opportunity to follow through on this information during future guests’ stays.
(For a breakdown of room nights booked by loyalty program members by chain scale,
luxury through economy, see Exhibit 8.) In addition to hotel rooms, loyalty program
members could redeem points for unique experiences on Marriott Rewards Moments and
SPG Moments. Among the thousands of options, members could choose events such as
concerts, sporting events, cultural activities, and cooking classes.6 Karin Timpone, Global
Marketing Officer, enthused: One of my favorite examples is Coachella, the annual music and
arts festival in California. In 2017 we sponsored Coachella, so we decided to set up elegant
tents designed according to our different Marriott brands. There was a special space within
the concert area, just for our loyalty members to enjoy. Members could bid points to stay at
one of these tents. Being a member of our loyalty program not only gives you great stays at
one of our hotels, but you also get access to a series of experiences you just cannot get
otherwise. Guests earned points as they stayed at a hotel in the Marriott portfolio. The hotel
forwarded to Marriott a percentage of the hotel revenue associated with that stay,
enhancing Marriott’s cash flow. Whenever a guest used loyalty points to purchase hotel
stays, Marriott International paid the hotel (or the experience provider) directly using a
pre-determined formula that converted points into dollars. Thus, from a hotel owner’s point
of view, it made little difference financially whether guests were paying for their stay with
money or with points. From an accounting point of view, whenever a guest earned points,
there was a concurrent cash inflow and a liability increase. Whenever a guest used points,
there was a concurrent cash outflow and a liability decline. The Hotel Industry By the end
of 2016, the hotel industry comprised over 177,000 hotels and 16.7 million rooms
worldwide. Of those rooms, about 53% were affiliated with a major brand. Most hotel
rooms were still concentrated in relatively few countries, with the top 20 countries
accounting for over 80% of total rooms. Global annual hotel revenues were around $468
billion in 2016, 40% of which came from the U.S. 7 By the end of 2016, Marriott was the
world’s largest hotelier. After the merger with Starwood, its portfolio included over one
million rooms, a figure that was 46% greater than its closest rival, Hilton (Exhibit 2).
Worldwide, the top five operators—Marriott, Hilton, InterContinental Hotels Group (IHG),
Wyndham, Accor—controlled 24% of hotel rooms (Exhibit 3). Compared to other travel
services such as car rental or cruise lines, where the top five companies controlled well over
80% of the market, lodging was significantly more fragmented. In the U.S., there were
almost 55,000 hotels and over 5 million rooms in 2017. Out of all hotel rooms, 70% were
affiliated with a brand, with the top five operators representing half of them. Marriott
6 “Marriott Rewards Moments,” https://www.moments.marriottrewards.com/ and “SPG-
Starwood Preferred Guest moments, https://auction.starwoodhotels.com/, c2018. 7
“Statistics & Facts on the Hotel and Lodging Industry,” Statista,
https://www.statista.com/topics/1102/hotels/. For the exclusive use of S. Bathike,
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in the U.S., Hilton just under 12%, and Wyndham, Choice Hotels International, and IHG
around 8% each.8 Demand for hotel rooms typically followed broad economic cycles, while
supply adjusted with some delay because new hotel projects took between three and five
years from start to opening. For instance, during the financial crisis of 2008–2010, demand
for hotel rooms plummeted. Initiation of new construction projects ground to a halt, while
hotels already under construction opened in the worst years of the crisis. Since the end of
the financial crisis, demand for hotels had been increasing rapidly, and in many places, it
was outstripping the growth in supply (Exhibit 9). The economic rebound, particularly in
the U.S., led to an increase in hotel projects. According to STR, an American company
tracking demand and supply trends in the hotel industry, in 2017 the U.S. had 4,836 projects
under contract, with an aggregate 583,028 rooms. Of the rooms under construction, 28%
were associated with one of the Marriott brands. As a relatively high fixed-cost business,
hotel profitability depended critically on its operating margins. Two metrics directly
affected operating margins: occupancy rates (the number of rooms sold as a share of total
available rooms) and average daily room rates (the average price for a booked room on a
given day).9 Both occupancy rates and average daily room rates tended to vary significantly
over the course of a week and over the year. While hotel occupancy rates averaged 75%,
there were usually a few days per year in any given city when 95% or more of available
hotel rooms were booked. These so-called “compression nights” typically coincided with
city-wide special events (e.g., the Super Bowl) or large conventions for which many
travelers needed hotel accommodations. Between 2011 and 2016 in the top 10 U.S.
markets, compression nights were 4.9% of all nights, but accounted for almost 8% of total
annual hotel revenues (Exhibit 10). This occurred because room rates were over 35%
higher on compression nights than on regular nights for those cities.10 Weekends were
more likely to experience compression nights in those cities, since 40% of compression
nights occurred on Fridays or Saturdays. On weekends, rooms were mostly occupied by
leisure travelers. (Exhibit 11 shows 2016 performance metrics for Marriott brands.) Over
the last two to three decades, all leading hotel companies had invested extensively in
deploying information technology (IT) to enable a variety of operating processes, from
managing loyalty programs to managing hotel operations. Typically, IT projects were
scoped and executed on an as-needed basis, with the IT organization operating as a service
to individual business projects and functions. Each project was defined and justified with
its own individual return on investment. Implementation was often accomplished in
collaboration with external system integrators like IBM, Accenture and Deloitte. The
resulting IT infrastructure was fragmented, with each functional organization, each hotel
chain, and even individual hotels using systems that often relied on different generations of
software and hardware. Despite some recent efforts, integration across information
systems or across data bases was incomplete. 8 Casewriters’
calculations from STR data. 9 The third important metric in the lodging industry is revenue
per available room—RevPAR. It is computed as the ratio of total daily revenue divided by
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Beginning in the late 1990s and early 2000s, the travel market experienced a number of
significant changes associated with the growing ubiquity of internet-based commerce. Two
of the most important changes were the rise of online travel agencies (OTAs) and the more
recent emergence of home-sharing platforms like Airbnb. Online Travel Agencies In the late
1990s, the internet facilitated the growth of travel agencies that operated strictly online.
Online travel agencies (OTAs)11 such as Priceline and Expedia enabled travelers to shop for
and book hotels, flights, cars, and other travel-related services simply by browsing a
webpage. OTAs exploded in popularity because they allowed travelers an easy way to
compare prices and availability across multiple providers. They also offered the
convenience of a one-stop shop where travelers could search for and book multiple services
for their travel needs, from car rental to flight tickets and hotel accommodations. There
were three different business models for OTAs: the merchant model, the agency model, and
the advertising model. Under the merchant model, the OTA bought rooms at discounted
rates from hotels and sold them to travelers at higher prices, retaining the difference as
compensation. The OTA served as the merchant of record, and the traveler paid the OTA
directly. Except in limited circumstances, the OTA was not accountable for unsold inventory,
and only sold rooms if available with the hotel. Under the agency model, the OTA served as
an approved agent to sell on behalf of the supplier at the full retail rate. The OTA received
commissions to pass the reservation booked on its website to the relevant travel provider.
Finally, under the advertising model, the OTA allowed travel providers to advertise on its
website. Most OTAs pursued a mix of these models. Typically, revenues from advertising
constituted less than 10% of OTAs’ revenue.12 The commissions that OTAs received for
sales of hotel rooms, flight tickets, or car rentals varied across products and travel
providers. Commission fees for hotel rooms ranged between 10% and 30% of the room
price, and they could vary across regions or booking dates. Usually large hotel chains could
bargain for lower commission fees, while independent hotels were charged higher fees.
Following a wave of consolidations, two major players, Expedia and Priceline, dominated
the OTA market. Expedia, valued at $23 billion, included Hotels.com, Orbitz, and Travelocity.
Priceline, valued at $99 billion by 2017, included Booking.com and Kayak. (Exhibit 12
breaks down hotel bookings by channel.) In 2016, for the entire hotel industry, 17.7% of
bookings occurred on the hotel chain website, up from 16.3% two years earlier, while OTAs
accounted for 13.3% of bookings, up from 10.1% in 2014. The rest of bookings mostly came
directly from the hotel property, from the toll-free call center, and from global distribution
systems (GDS).13 Expedia and Priceline jointly spent $7.3 billion in advertising in 2016,
twice as much as all hotel chains combined. Some analysts believed that the millennial
demographic preferred OTAs over direct booking.14 11
 


	12. OTAs are distinguished  from metasearch engines like Kayak.com. Metasearch engines
simply aggregate availabilities and then redirect customers to hotel sites or other OTAs for
booking. 12 Source: Expedia and Priceline 10-K. 13 A global distribution system provides
independent brick-and-mortar travel agencies and corporate travel managers with up-to-
date information about availability and rates of travel-related services – mainly airlines,
hotels, and car rental services—thus enabling automated transactions between travel
service providers and travel agencies. 14 Morgan Stanley Research, “Are Hotels Better Off
from Brands’ Direct Booking Push?” July 7, 2017. For the exclusive use of S. Bathike,
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access to information about travelers’ plans and preferences based on their search and
booking history. This enabled OTAs to individually target advertising to specific customers
(e.g., a customer who searched for hotels in San Juan, Puerto Rico might start to see
Facebook ads from Priceline about travel deals to Puerto Rico). It also enabled them to offer
more tailored travel packages to customers based on their likely travel buying patterns. The
more a customer used a specific OTA, the more information the OTA accumulated on that
person’s travel habits, experiences, and preferences. As Marriott’s hotel distribution and
loyalty program grew, it successfully negotiated better commission terms with the OTAs.
Despite this, OTAs still remained a more expensive distribution channel for a hotel than a
direct booking. To reduce distribution costs, hotels had recently started to pursue strategies
to attract direct bookings. In the summer of 2015, Marriott launched It Pays to Book Direct,
a marketing campaign designed to motivate guests to join Marriott Rewards and book
directly either through Marriott’s website, mobile application, or the toll-free call center.
Among other benefits, such as free Wi-Fi and online check-in, in 2016 Marriott introduced
Member Rates, ensuring that loyalty members would always pay the lowest rate when they
booked directly. In addition, Marriott only allowed loyalty program members to earn points
for direct bookings, and not for bookings made through an OTA. Home-Sharing Platforms A
second major development in the lodging industry was the diffusion of home-sharing
platforms like Airbnb and HomeAway. These platforms enabled travelers to find and rent
private rooms or entire homes. HomeAway, a vacation rental marketplace, started in 2004,
went public in 2011, and was acquired by Expedia in 2015. Airbnb was the platform that
experienced the most dramatic expansion, and by the end of 2016 it had three times as
many listings as Marriott International had rooms (Exhibit 2).15 Airbnb started in 2008
after cofounders Brian Chesky, Joe Gebbia, and Nathan Blecharczyk started renting air
mattresses in their San Francisco apartment to “make a few bucks.” Since then, the platform
grew exponentially as an online marketplace that enabled people to rent out rooms to
travelers. Airbnb did not own or manage any accommodations, but rather acted solely as a
broker, facilitating the matching between hosts and travelers. Airbnb undertook three key
responsibilities in facilitating transactions. It developed search and matching algorithms
that sorted through the vast number of listings. It handled payments by keeping the
transaction amount in escrow between booking and check-in. And it designed a feedback
mechanism that allowed hosts and guests to rate their experiences on the platform. Airbnb
 


	13. received commissions from  both travelers and hosts on every transaction. The host
commission fee ranged between 3% and 5% of the transaction price. The guest commission
fee was between 6% and 12% of the transaction price. According to the Airbnb 2015
Summer Report, in the summer of 2010 about 47,000 guests booked on Airbnb. In the
summer of 2015, almost 17 million guests stayed at an Airbnb. In the same report,
15 “AirBnB vs. Public Competitors” Valuations Over Time ($B), 2001–2015 YTD
(6/18/2015),” CB Insights, https://cbi-blog.s3.amazonaws.com/blog/wp-
content/uploads/2015/06/Airbnb-versus-chart.png. According to PitchBook (“Airbnb
expects $2.8B in 2017 revenue, $8.5B by 2020,” February 15, 2017,
https://pitchbook.com/news/articles/airbnb-expects-28b-in-2017-revenue-85b-by-2020),
Airbnb revenue was $1.7 billion in 2016. Expedia SEC filings (10K 2017) show that
VRBO/HomeAway had $689 million in revenue, or about 8% of total Expedia revenue. For
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accommodations that guests chose. Over 10,000 guests stayed in tree houses, and almost
13,000 guests stayed in castles. Since Airbnb’s founding, 140 million guests found
accommodations on the website. In 2016 alone, Airbnb listings hosted almost 80 million
guests. In 2017, Airbnb had over 2 million listings on their platform and was valued at $31
billion. In comparison, Marriott’s market capitalization was $39 billion, and Hilton’s was
$20 billion. Airbnb penetration varied widely across geographies. Among the top 10 U.S.
markets, cities like New York and Los Angeles experienced a large entry of Airbnb hosts. In
those cities, the Airbnb share of accommodation rooms was well above 5% by 2016. In
other cities, like Boston and Chicago, Airbnb represented less than 1% of accommodation
rooms (Exhibit 13). There was also variation in the number of Airbnb hosts renting their
homes or spare rooms over the course of a calendar year. Typically, more homes/rooms
were available for rent, and eventually sold, during periods of high demand, when hotels
also sold the majority of their rooms at relatively high prices (Exhibit 14). Compression
nights generally witnessed a surge in available Airbnb rooms, which would then disappear
for the remainder of the year. At the end of 2016, Airbnb introduced “Experiences,” which
enabled travelers to live like locals. Guests could book cooking classes or local tours with
residents. Once a visitor went on Airbnb.com, they had four tabs to choose from (Exhibit
15): “For you,” a personalized page customized based on past searches and bookings;
“Homes,” the standard section to search for accommodation; “Experiences,” the new section
with local tours and events; and “Places,” with curated guides for different travel
preferences. A newly married couple traveling to Paris for New Year’s Eve could look for
accommodation with a view of the Eiffel Tower, book a wine and cheese tasting tour with a
local guide, and plan a day to visit cafes, museums, and shops that a local writer created for
literary lovers. During 2016, according to Airbnb, the average Airbnb guest was 35 years
old, and 53% of all guests were women. According to American Hotel & Lodging
Association, hotel guests were older and more likely to be men. Indeed, 50% of all hotel
guests were between 35 and 54 years old, and 63% were men.16 While Airbnb’s diverse
 


	14. inventory presented an  opportunity to personalize its offerings to the specific interests of
guests, it also presented challenges. Airbnb could not perfectly communicate or control the
quality of listings in advance of guests’ stays. Guests might be disappointed to find spaces
smaller or less clean than expected. Safety could also vary by location. Sometimes guests
had to peruse many idiosyncratic choices before making a booking, potentially leading to
frustration and prompting them to book a standard hotel room. Finally, individual hosts and
guests might exhibit unwanted bias towards each other. Airbnb had to manage all this
complexity, and it had to do so at scale. Like other digital companies, Airbnb relied on
extensive data collection and automated processes to manage this complexity at scale, and
to help optimize and smooth operations as it grew in size. Partly motivated by the essential
need to drive a good match between guests and hosts, Airbnb built deep capabilities in data
science. Airbnb collected data from guests at each touch point, including what they searched
for, where they clicked, which listings they viewed, whether they booked, and if they
eventually enjoyed their stay. Similar types of data were collected from hosts as well. The
data was stored in a highly integrated data platform, making all data easily available across
functions and 16 “Airbnb and Hotel Performance—An
Analysis of Proprietary Data in 13 Global Markets,” Smith Travel Research, 2017, p. 10. For
the exclusive use of S. Bathike, 2023.This document is authorized for use only by Shravani
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618-017 Marriott International: The Next 90 Years 10 organizations to drive a broad variety
of applications. The platform was designed to easily deploy new applications. Airbnb
encouraged all its employees to use data to make decisions. The company built internal
systems that allowed non-technical employees to visualize and query the data to create new
insights on their own without directly involving the data science team.17 In addition to
improving the match between hosts and guests, this data fed strategic decisions such as city
launches, experiments on optimizing application features, or even launching entirely new
products.18 For example, Airbnb data scientists and engineers developed algorithms that
helped guests navigate the vast number of unique rooms in many destination cities.19 They
also used machine learning algorithms to provide hosts optimized pricing tips to maximize
revenue. The pricing suggestions relied on data such as day of the week, season, recent
search trends, and even words and images in each listing. As the company conducted more
transactions, the pricing suggestions continually improved.20 Given the exponential growth
in the number of people hosting and booking accommodation on Airbnb, many in the
industry started wondering about the impact of home-sharing on hotels. Arne Sorenson, the
CEO of Marriott, said in 2017: Airbnb has grown quickly. So far, the impact of Airbnb has not
been profound to our business. I will not say it has been zero, because in some markets
there is probably an impact. But it has not been as significant as most people would guess,
given how quickly it has grown. In many respects, Airbnb is selling a different product. At
least in the first phase of its business, it was different. It was home sharing—literally an
extra bedroom or an extra couch. The other thing it offers, which is attractive to many, is it
can be cheaper. So partly it is the shared economy and the different experience, and partly it
is a pure cost issue. Both are areas where we need to compete. We have never been the
 


	15. cheapest room in  a market. We don’t aspire to be. So how do you not be the cheapest? That’s
around product quality, service, and location, and we’ll continue to do those things.21 A
2015 survey by Morgan Stanley asked Airbnb guests about their alternative accommodation
choices if Airbnb had not been available. Among the respondents, 42% said they would have
stayed at a hotel in the absence of Airbnb.22 The same report suggested that “Airbnb (for
now) is primarily 17 James Mayfield, “Airpal: a Web UI for
PrestoDB,” AirbnbEng via Medium (blog), March 5, 2015, https://medium.com/airbnb-
engineering/airpal-a-web-based-query-execution-tool-for-data-analysis-33c43265ed1f,
accessed August 2018; Maxime Beauchemin, “Superset: Airbnb’s data exploration platform,”
March 30, 2016, https://medium.com/airbnb-engineering/caravel-airbnb-s-data-
exploration-platform-15a72aa610e5, accessed August 2018. 18 Riley Newman and Judd
Antin, “Building for Trust,” AirbnbEng via Medium (blog), March 14, 2016,
https://medium.com/airbnb-engineering/building-for-trust-503e9872bbbb, accessed
August 2018. 19 Maxim Charkov, Riley Newman, & Jan Overgoor, “Location Relevance at
Airbnb,” AirbnbEng via Medium (blog), May 1, 2013, https://medium.com/airbnb-
engineering/location-relevance-at-airbnb-12c004247b07, accessed August 2018. 20 Ellen
Huet, “How Airbnb Uses Big Data And Machine Learning To Guide Hosts To The Perfect
Price,” Forbes, June 5, 2015, https://www.forbes.com/sites/ellenhuet/2015/06/05/how-
airbnb-uses-big-data-and-machine-learning-to-guide-hosts-to-the-perfect-
price/#52ff9bd96d49, accessed August 2018. 21 Alyson Shontell, “The CEO of Marriott
travels 200 days a year—here are his best travel tips and hacks,” Business Insider, January
27, 2017, http://www.businessinsider.com/marriott-ceo-arne-sorenson-interview-top-
travel-destinations-travel-hacks-and-donald-trump-2017-1. 22 Morgan Stanley Report,
2015, “Internet, Lodging, Leisure and Hotels—Global Insight: Who Will Airbnb Hurt More –
Hotels or OTAs?” November 15, 2015. For the exclusive use of S. Bathike, 2023.This
document is authorized for use only by Shravani Bathike in INFO 6790 Spring 2023 taught
by Donald Amoroso, Auburn University from Jan 2023 to Apr 2023.
Marriott International: The Next 90 Years 618-017 11 focused on non-hotel, leisure, longer-
duration stays, rather than corporate single night stay segments.” (See Exhibit 16.) In
contrast, business travel constituted 80% of Marriott’s room nights. In the early years,
Airbnb operated in a regulatory gray area because there was limited regulation surrounding
home-sharing. Almost anyone could rent out their spare rooms or apartments, whereas
hotels had historically been subject to a series of regulatory requirements: zoning laws,
state and city-level lodging taxes, and safety and accessibility standards. Local governments,
worried about guest safety and the impact that home-sharing could have on the housing
market, had started designing regulation to deter property owners from using their
properties for short-term rentals. In New York, for example, in 2016 it became illegal to rent
out building units for fewer than 30 days at a time unless the owner was living in the same
apartment. Other cities, like Portland and San Francisco, required that Airbnb collect certain
taxes from guests, similar to hotel occupancy taxes. The research branch of CBRE, an
American real estate company, analyzed the performance trends of Airbnb hosts with
multiple entire-home listings. According to CBRE, this group of hosts was the most
controversial because of the potential effects on the housing market, and because by listing
 


	16. their accommodations on  Airbnb they could skirt some regulations that applied to
professional hotels and bed and breakfast inns. CBRE summarized its key-findings: Revenue
generated year-over-year by Airbnb hosts almost doubled in 2016. Within this group, hosts
with multiple units increased their share of that revenue. In isolating just hosts renting
entire-home units, those with two or more units accounted for nearly 40% of the revenue
on Airbnb in the U.S. In the top 13 markets studied, the share captured by multi-unit hosts
increased in almost every case, often by close to 10%. The exceptions were New York and
San Francisco, where the share of revenue declined by 7.1% in New York and 4.6% in San
Francisco. The revenue from entire-home hosts that operate multiple units in the 13 cities
studied represents a disproportionately large percentage of the national total. As such, we
consider them to be a key driver of Airbnb growth. […] On average in the top 13 markets,
11% of entire-home hosts have two or more units. These hosts manage 30% of the
properties in these cities and earn 37% of the revenue.23 Changes within Marriott While
the surrounding competitive environment changed dramatically, Marriott engaged in a
series of changes in its strategy, structure, and culture. These included a major merger and a
number of experiments focused on enhancing the Marriott experience. The Starwood
Merger Following the 2009 financial crisis, Starwood Hotels & Resorts Worldwide (which
owned such brands as Sheraton, Westin, St. Regis, and Le Méridien) struggled to achieve the
growth rates of its competitors. In April 2015, Starwood put itself up for sale. After the
summer and some interest from a number of hotel chains including IHG, Hyatt, and Hilton,
Marriott approached Starwood and made a stock and cash offer of $73 per share ($12.2
billion valuation). After a series of offers and counter-offers
23 “Hosts with Multiple Units—A Key Driver of Airbnb Growth,” CBRE Hotels’ Americas
Research, March 2017. Cities include: Austin, Boston, Chicago, Los Angeles, Miami,
Nashville, New Orleans, New York, Oahu, Portland (OR), San Francisco, Seattle, Washington,
DC. For the exclusive use of S. Bathike, 2023.This document is authorized for use only by
Shravani Bathike in INFO 6790 Spring 2023 taught by Donald Amoroso, Auburn University
from Jan 2023 to Apr 2023.
618-017 Marriott International: The Next 90 Years 12 by Marriott and Anbang (the largest
Chinese insurance company), Starwood accepted Marriott’s $13.6 billion merger offer. The
transaction closed on September 23, 2016.24 The merger turned Marriott into the largest
hotelier at the time of the closing, with more than 5,700 properties and 1.1 million rooms in
over 110 countries.25 By 2017, Marriott’s market capitalization was $38 billion. (Current
key financial data and performance metrics are displayed in Exhibit 5.) After the acquisition,
Marriott had 30 brands (ranging from midscale to luxury) and its presence doubled outside
the U.S., especially in Asia, the Middle East, and Africa (Exhibit 4). The variety of brands was
a main asset, according to Richard Hoffman, Executive Vice President for Mergers,
Acquisition, and Business Development, who remarked: Each brand has its customer base.
In addition, we have a wide choice for consumers, as well as a wide choice for owners.
Additionally, Hoffman thought the merger would particularly benefit guests through
Marriott’s loyalty program. As he said: At Marriott, we now have the biggest and most
complete loyalty program. So when you are traveling, you have no reason to go anywhere
else. And I am not simply talking about hotel rooms all over the world. Here’s an example:
 


	17. Last year at  Game 6 of the World Series, the first pitch was thrown by an SPG member who
won the right by bidding loyalty points in an auction within our program. Innovation at
Marriott Adam Malamut, Chief Customer Experience Officer, was encouraged by the
innovation culture within Marriott: There is something special happening here. The culture
pushes us to try new things, place bets, take chances. And it goes back to Bill Marriott’s
mantra, “Success is never final.” Marriott’s goal of continuously innovating was palpable
when walking around their headquarters in Bethesda, Maryland. The employee gym was
filled with equipment being tested for their hotels. After digitizing all of their corporate
documents, the company converted a large storage space into an R&D “Underground” lab.
The “Underground” applied design thinking to the configuration of hotel rooms, including a
virtual reality room to experience digital room designs. Matthew Von Ertfelda, Senior Vice
President for Food and Beverage Global Operations, commented: For years we talked about
creativity and innovation, but we didn’t always have tangible examples to validate that
position. What really triggered the change were the structural changes at headquarters—
among them the founding of the “Underground” and the redesign of the “Hub” [the
headquarters cafeteria] as a meeting space. These were all punctuation points that showed
that leaders understood the urgency to make 24 Ally
Schmidt, “The Starwood Sale: The Story to Date,” Market Realist, March 29, 2016,
http://marketrealist.com/2016/03/marriott-starwood-merger-synergies-worlds-largest-
hotel-chain/. 25 “Marriott International Completes Acquisition of Starwood Hotels &
Resorts Worldwide,” Marriott News Center, September 23, 2016,
http://news.marriott.com/2016/09/marriotts-acquisition-of-starwood-complete/ For the
exclusive use of S. Bathike, 2023.This document is authorized for use only by Shravani
Bathike in INFO 6790 Spring 2023 taught by Donald Amoroso, Auburn University from Jan
2023 to Apr 2023.
Marriott International: The Next 90 Years 618-017 13 innovation a mindset, and our CEO’s
advocacy provided a halo of permission that allowed us to be really ambitious. In 2016,
Marriott was the first hotel company to introduce a hotel innovation incubator, the MBeta at
Charlotte Marriott City Center in North Carolina. The hotel, which was fully owned by
Marriott, functioned as the first hotel in “live beta.” It allowed for rapid prototyping, and
guests were invited to test and provide feedback on new hotel features. Concepts that were
being tested in 2017 included on-demand and personal workouts, restaurant layouts
facilitating the interactions between chefs and customers, and an ongoing rotation of
cultural and culinary events to experience local artists and businesses. Harrison was fond of
the MBeta experiment: At Charlotte Marriott City Center we are truly listening to the
customer voice when we innovate. The holy grail is where the guests innovate themselves.
Wouldn’t it be great if the guest could decide what their guestroom should look like? It was
a challenge to spread innovation across hotels in the Marriott portfolio. Since Marriott
International did not own the vast majority of their hotels, the company needed to convince
hotel owners to embrace change, both emotionally and financially. Management and
franchising agreements somewhat facilitated changes through regular renovation cycles,
but the rate of adoption was vastly influenced by hotel owners’ perception of costs and
benefits. Some hotels had already implemented new spaces. The Element Hotels, for
 


	18. example, were piloting  a new design that included a communal room in the center of
multiple guest rooms. This allowed large groups of travelers to share a kitchen, dining
room, and lounge area. Another area of innovation was in the food and beverage service
segment. Von Ertfelda was particularly proud of the “Goji Kitchen and Bar” concept: It was
in response to the Marriott Asia-Pacific leadership team, who wanted a restaurant space
prototype that allowed better and more diverse experiences for guests, but also back-of-
the-house efficiencies. We had an important challenge to face: With consumer trends
changing so quickly, how could we create spaces that dynamically adapt to guest
preferences locally? We effectively came up with a pop-up zone that could change its
identity on-demand with lights, music, food, and drink offerings. Increased revenues and
customer satisfaction were evidence of the design success. Hotel owners understood the
opportunity, and the concept spread quickly within a couple of years. By 2017, almost 30
Marriott properties in the Asia-Pacific region had re-organized their food and beverage
spaces around the Goji kitchen concept. In March 2017, Marriott invested in PlacePass, an
online platform allowing travelers to search among a wide array of local experiences. It was
a metasearch engine that scanned hundreds of travel and tour operator websites and
aggregated information about available tours and local activities. When it was acquired,
PlacePass featured over 150,000 experiences in 180 countries around the world. The
partnership aimed to accelerate Marriott’s ability to provide members of their loyalty
programs with personalized travel experiences wherever they went. Harrison was
imagining Marriott as not just a hotel company: “We are no longer producing guestrooms
and hotel buildings; we are producing experiences that happen to be at this address.” For
the exclusive use of S. Bathike, 2023.This document is authorized for use only by Shravani
Bathike in INFO 6790 Spring 2023 taught by Donald Amoroso, Auburn University from Jan
2023 to Apr 2023.
618-017 Marriott International: The Next 90 Years 14 The Road Ahead Evidence suggested
that in order to meet the changing needs and desires of their customers, Marriott would
need to keep innovating. Millennials like Leila and Brandon Cormier wanted experiences;
what would future generations require? Marriott was ready to innovate, explore, and
discover in order to stay ahead of the curve. As Marriott’s 90th anniversary celebrations in
March 2017 were drawing to a close, Harrison was optimistic, but also recognized that
Marriott International would have to be even more adaptable going forward than in its past
90-year history. The next morning, as he went for his daily run, Harrison kept repeating Bill
Marriott’s words in his head: We are always looking to the future. We are shaping how
people travel through technology and innovation—all while being the world’s largest hotel
company. It’s been an exciting season of change here at Marriott. There’s no limit to what’s
yet to come. For the exclusive use of S. Bathike, 2023.This document is authorized for use
only by Shravani Bathike in INFO 6790 Spring 2023 taught by Donald Amoroso, Auburn
University from Jan 2023 to Apr 2023.
Marriott International: The Next 90 Years 618-017 15 Exhibit 1Growth in Number of Rooms
within Marriott International Source: Casewriters’ calculations from Marriott’s Annual
Reports (Form 10-K) filed between 1967 and 2017. For the exclusive use of S. Bathike,
2023.This document is authorized for use only by Shravani Bathike in INFO 6790 Spring
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618-017 Marriott International: The Next 90 Years 16 Exhibit 2Largest Lodging Companies
by Rooms/Listings, 2017 Source: Casewriters’ calculations from Smith Travel Research
2017 Hotel Census data. For the exclusive use of S. Bathike, 2023.This document is
authorized for use only by Shravani Bathike in INFO 6790 Spring 2023 taught by Donald
Amoroso, Auburn University from Jan 2023 to Apr 2023.
Marriott International: The Next 90 Years 618-017 17 Exhibit 3Share of Hotel Rooms for the
Top 10 Hotel Chains, 2017 (worldwide at top and U.S. at bottom) Source: Casewriters’
calculations from Smith Travel Research 2017 Hotel Census data. Note: Worldwide as of
2017, there were 16.7 million rooms, 46.6% of which were not affiliated with any brand. In
the U.S., there were 5.1 million rooms, 30% of which were not affiliated with a brand. For
the exclusive use of S. Bathike, 2023.This document is authorized for use only by Shravani
Bathike in INFO 6790 Spring 2023 taught by Donald Amoroso, Auburn University from Jan
2023 to Apr 2023.
618-017 Marriott International: The Next 90 Years 18 Exhibit 4Brand Portfolio at the End of
2016 Source: Annual Report (Form 10-K) filed on 2/21/2017 for the period ending
12/31/2016. For the exclusive use of S. Bathike, 2023.This document is authorized for use
only by Shravani Bathike in INFO 6790 Spring 2023 taught by Donald Amoroso, Auburn
University from Jan 2023 to Apr 2023.
618-017 -19-Exhibit 5Selected Financial Data, 2007–2016 Source: Annual Reports (Form
10-K) filed between 2008 and 2017, and EX-99.1 (included in Form 8-K), filed on
9/23/2016. For the exclusive use of S. Bathike, 2023.This document is authorized for use
only by Shravani Bathike in INFO 6790 Spring 2023 taught by Donald Amoroso, Auburn
University from Jan 2023 to Apr 2023.
618-017 Marriott International: The Next 90 Years 20 Exhibit 6Composition of Hotel
Owners in the U.S. for Branded Hotels, 2017 Source: Data shared with the casewriters by
Jones Lang LaSalle (JLL). Shares are in terms of hotel rooms. In the U.S. as of 2017, there
were approximately 3.4 million hotel rooms associated with a brand (70% of total rooms).
Of these rooms, almost 80% operated limited service, and the rest operated full service. Full
service hotels, such as JW Marriott or Marriott Hotels, provided a wider range of services,
ranging from laundry, full restaurants, spa, or fitness facilities. Limited service hotels, such
as Courtyard by Marriott or Fairfield Inn & Suites, operated a leaner model, typically with
morning breakfast but no other meal options. For the exclusive use of S. Bathike,
2023.This document is authorized for use only by Shravani Bathike in INFO 6790 Spring
2023 taught by Donald Amoroso, Auburn University from Jan 2023 to Apr 2023.
Marriott International: The Next 90 Years 618-017 21 Exhibit 7Hotel Loyalty Members over
Time Source: Company data, Morgan Stanley Research, “Are Hotels Better Off from Brands’
Direct Booking Push?,” July 7, 2017. Note: Accor loyalty membership was 106m in 2016
after adding China Lodging. For the exclusive use of S. Bathike, 2023.This document is
authorized for use only by Shravani Bathike in INFO 6790 Spring 2023 taught by Donald
Amoroso, Auburn University from Jan 2023 to Apr 2023.
618-017 Marriott International: The Next 90 Years 22 Exhibit 8Loyalty Members Occupancy
by Chain Scale (Luxury through Economy), 2014–2016. Source: Company data, Kalibri
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Marriott International: The Next 90 Years 618-017 23 Exhibit 9Demand and Supply Growth
in the U.S., 1988–2017 Source: Data shared with the casewriters by Jones Lang LaSalle
(JLL). JLL’s calculations from Smith Travel Research data. For the exclusive use of S.
Bathike, 2023.This document is authorized for use only by Shravani Bathike in INFO 6790
Spring 2023 taught by Donald Amoroso, Auburn University from Jan 2023 to Apr 2023.
618-017 Marriott International: The Next 90 Years 24 Exhibit 10Number of Industry-wide
Compression Nights by Month, 2011–2016 Source: Casewriters’ calculations from Smith
Travel Research Hotel Performance data. Notes: The data is limited to the top 10 U.S.
markets listed below, from largest to smallest hotel revenue: New York, Los Angeles,
Washington, DC, Chicago, San Francisco, Miami, Boston, San Diego, Seattle, Austin.
Compression Nights: a compression night is one in which 95% or more hotel rooms are
booked. For the exclusive use of S. Bathike, 2023.This document is authorized for use only
by Shravani Bathike in INFO 6790 Spring 2023 taught by Donald Amoroso, Auburn
University from Jan 2023 to Apr 2023.
Marriott International: The Next 90 Years 618-017 25 Exhibit 11Hotel Performance Metrics
for Marriott International, 2016 Source: Annual Report (Form 10-K) filed on 2/21/2017
for the period ending 12/31/2016. For the exclusive use of S. Bathike, 2023.This document
is authorized for use only by Shravani Bathike in INFO 6790 Spring 2023 taught by Donald
Amoroso, Auburn University from Jan 2023 to Apr 2023.
618-017 Marriott International: The Next 90 Years 26 Exhibit 12Booking Channels, 2014–
2016 Source: Company data, Kalibri Labs. Definitions of sources of business: • Brand.com:
bookings sold via a property or brand’s website. • Voice: bookings sold via hotel company
call center. • Property Direct: bookings sold directly by a property, in person, or by
telephone. • Internal Discounts: bookings from rate categories, such as complimentary
stays, employee/owner rates, house use, loyalty program redemption. • OTA: bookings sold
by an online travel agent, regardless of the channel they come from (direct connect or GDS).
• GDS: bookings sold via global distribution systems. These include brick and mortar travel
agencies and travel managers. For example, when business travelers use their corporate
travel agency to book their rooms, that qualifies as a reservation made through a GDS. It
excludes OTA bookings powered by a GDS. • FIT wholesale: Fully Independent Travelers’
bookings sold by wholesale travel companies, who frequently package hotels, air, and land
travel together for one price. • Group: bookings sold as a group, with a group-specified rate.
Such bookings can be negotiated by a hotel company sales team or by the property directly.
For the exclusive use of S. Bathike, 2023.This document is authorized for use only by
Shravani Bathike in INFO 6790 Spring 2023 taught by Donald Amoroso, Auburn University
from Jan 2023 to Apr 2023.
Marriott International: The Next 90 Years 618-017 27 Exhibit 13Airbnb Expansion across
Top 10 U.S. Markets, 2016 Source: Casewriters’ analysis based on hotel and Airbnb
performance data from Smith Travel Research and Airdna. Note: Airdna is a company that
tracks Airbnb performance data by scraping the Airbnb website. Since Airbnb listings are of
 


	21. different qualities and  size, Airdna conducts adjustments to only keep Airbnb listings that
are most similar to a hotel stay. The plot shows the average revenue per available room in
December 2016 against the Airbnb share of rooms. As an example, in Miami hotels had on
average $150 in daily revenue per available room in December 2016, and just over 2% of
available rooms for accommodation were on Airbnb. New York’s hotel RevPAR was over
$250, and Airbnb rooms represented 7% of total available rooms. For the exclusive use of S.
Bathike, 2023.This document is authorized for use only by Shravani Bathike in INFO 6790
Spring 2023 taught by Donald Amoroso, Auburn University from Jan 2023 to Apr 2023.
618-017 Marriott International: The Next 90 Years 28 Exhibit 14Hotel Performance in New
York, 2016 Source: Casewriters’ analysis based on hotel and Airbnb performance data
from Smith Travel Research and Airdna. Note: The plot shows hotel performance in 2016 in
New York. Each dot represents one day in 2016. The x-axis shows hotel occupancy, the y-
axis shows hotel transacted prices, and the color represents the number of Airbnb rooms
sold (darker is more rooms). As an example, consider January 10 (bottom left), and
December 31 (top right). On January 10, the average hotel room price was $148, hotel
occupancy was at 55.7%, and Airbnb sold 2,487 “hotel-comparable” rooms (3.9% of rooms
sold on that day). On New Year’s Eve, the average hotel price was $418, occupancy was at
92.3%, and Airbnb sold 6,475 hotel comparable rooms (5.7% of rooms sold on that day).
For the exclusive use of S. Bathike, 2023.This document is authorized for use only by
Shravani Bathike in INFO 6790 Spring 2023 taught by Donald Amoroso, Auburn University
from Jan 2023 to Apr 2023.
Marriott International: The Next 90 Years 618-017 29 Exhibit 15Homes, Experience, and
Places on Airbnb, 2017 Source: Airbnb.com, accessed on 8/27/2017. For the exclusive use
of S. Bathike, 2023.This document is authorized for use only by Shravani Bathike in INFO
6790 Spring 2023 taught by Donald Amoroso, Auburn University from Jan 2023 to Apr
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618-017 Marriott International: The Next 90 Years 30 Exhibit 16Survey of Airbnb
Customers, 2015 Source: AlphaWise Survey, Morgan Stanley Research, “Internet, Lodging,
Leisure and Hotels—Global Insight: Who Will Airbnb Hurt More—Hotels or OTAs?,”
November 15, 2015. For the exclusive use of S. Bathike, 2023.This document is authorized
for use only by Shravani Bathike in INFO 6790 Spring 2023 taught by Donald Amoroso,
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