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ABSTRACT 
COVID-19 is one of the most severe crises in modern society. It hurts almost every country and every industry in the 
world. The hospitality industry makes money by selling unique in-person experiences, and absolutely got restrictions. 
The objective of this paper is about how COVID-19 influences the hospitality industry financially and what companies 
should do to overcome this crisis. This paper uses two global leading companies under different sub-segments of the 
industry as the examples. The examples explain the effect of COVID-19 on the companies’ income, financial positions, 
and cash flow. From the financial statements the companies provided, they also indicate how world-leading companies 
react to funding shortage. After all, this paper also points out some financial suggestions for the hospitality industry for 
their future recovery. Since the industry highly depends on the situation of COVID-19, the better control, the better 
recovery companies will perform.  
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1. INTRODUCTION 

Due to the COVID-19 pandemic, 2020 and 2021 are 
very different years. COVID-19 becomes one of the 
biggest crises of modern society. The crisis is global, and 
almost every country in the world has been influenced 
critically. From a macro-perspective, many countries 
locked down their cities, shutting down public places 
such as schools, shopping malls, restaurants, etc. The 
governments restricted flights, and some of them even 
closed the broader route to prevent the spread of 
coronavirus. An at least 14 days self-quarantine is a 
mandatory policy for every person who enters the country. 
From a micro-perspective, people’s lives have been 
impacted a lot. The basic requirement is that everyone 
must wear a mask and keep social distance when they are 
indoors. In addition, people’s lifestyles have changed. 
For example, one person’s daily routine might be 
working from home, doing online grocery shopping, 
making take-out orders from restaurants. From both 
macro and micro perspectives, these impacts brought 
from COVID-19 made a big difference to the economy. 
Many industries are influenced no matter positively and 
negatively. Even though at first, almost every economic 
sector had a sharp decline, the service industry was 
influenced badly. Since they bring in-person experience 

as their “product” to their customers, the lock down 
policy made them have no chance to provide their sell 
product.”  

The objective of this paper is about how the COVID-
19 affects the hospitality industry financially, and what 
companies can do to respond to this crisis. This paper 
mainly analyzes the hotel industry and civil aviation 
industry, which are severely affected by COVID-19, and 
summarizes the impact of COVID-19 on the industry 
through the analysis of financial statements and financial 
indicators of the examples and puts forward suggestions 
for the service industry to cope with COVID-19. 

2. FINANCIAL EFFECT OF COVID-19 IN 
HOTEL AND AIRPORT INDUSTRY 

Talking about the hospitality industry, hotel 
companies take a large portion of it. There are over 
91,000 hotels and motels in the U.S., generating more 
than 194 billion dollars revenue annually. However, this 
such a large industry also has experienced a serious shock 
[1]. More than 47% of hotels state that they must close 
the hotel if they do not have the support from the 
government; more than 77% of hotels indicate they are 
forced to lay off employees in order to maintain the 
financial condition [2]. Using Marriott International Inc. 
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as an example, which is one of the largest hotel chains in 
the world. It is an international hotel company which has 

over 5,700 properties and 30 brands spread across 110 
countries.  

 

Figure 1. The income statement of Marriott International Inc. 

From its income statement in Figure 1, it can be 
directly seen that the 2020 revenue drops half of the 
previous years. The operating income decreased 95%. 

Even though Marriot cuts its expenses by 45.30%, the net 
income of 2020 is still negative. In addition, the harm that 
COVID-19 brought is continuing.  

 

Figure 2. The annual report of Marriott International Inc. 

From the annual report in Figure 2, we can realize that 
compared to March 31st, 2020, the net income of 
Marriott is still a negative number. After one year of the 

crisis, the company still has not recovered as well as 
before. On the other hand, Marriot was still making the 
right decision.  

30             J. Liu



 

Figure 3. The balance sheet of Marriott International Inc. 

Looking at its balance sheet in Figure 3, we can find 
out that its total liability is not increasing compared to 
2019. It means Marriot was not making loans or debt to 
support itself. Additionally, the cash flow shows a good 
tendency. To compare some categories in the cash flow 
to the previous period, such as liability, loyalty program 
and deferred revenue, we can notice that Marriot used 
several adjustments to maintain a relatively healthy cash 
flow when there is over 1,400 dollars decrease. First, the 
liability of the loyalty program provides more than 2 
times the funds than before. The current portion of the 
loyalty program decreased but long-term increased. 
According to the Marriott's website [3], the company 
extends the expiry day of memberships’ points redeem 
day. Also, memberships have longer time to redeem other 
rewards. The company uses this way to attract and 
comfort customers and also limit the cash outflow. 
Second, Marriot deferred its revenue to gain more cash 

on hand. In other words, the company sells their “product” 
first and receives the money from customers, however, 
they might not provide the service. By doing so, Marriott 
has more cash generated from operating activities. Third, 
the cash flow indicated that Marriot decreased this 
purchase of treasury stock. According to Marriott 
International Inc.’s annual report to their stockholders [4], 
it pointed out that Marriot delayed its action to repurchase 
its own stock. Buyback stock can be for different reasons. 
The most common two reasons are companies want to 
reduce the common shares on the open market in order to 
increase the ownership of stakeholders, or the company 
wants to invest itself to make the financial ratio looks 
more attractive. However, repurchasing the shares will 
have a bad impact on Marriott's cash flow from financing 
activities, so they decide to delay this decision. To 
conclude, COVID-19 pandemic hit Marriot’s financial 
condition which appears on its net income, however, 
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Marriot still did a good job on maintaining its asset and 
liability. Also, it successfully held cash flow in a positive 
position. From Marriot’s nine months ended quarter 
report, 2021. The net income is 631 million dollars, 
which is over 700 million dollars more than the same 
time last year. Marriott International Inc. started to 
recover after almost two years from pandemic outbreak. 

Another industry the paper is going to discuss is the 
airport industry. As the COVID-19 spread at an 
extremely fast speed, many countries introduced policies 
to stop the breakout such as flight restrictions, broader 

closure, mandatory travel self-quarantine, etc. From the 
data of 2020, the COVID-19 crisis decreased more than 
1 billion passengers. Compared to 2019, such a large 
decline is 63.3% of global passenger traffic; the total 
revenue generated from the industry dropped from 188 
billion dollars to 125 billion dollars in the U.S. This paper 
utilizes American Airlines Inc. as an example to discuss 
how airport companies did financially during the 
pandemic. American Airlines Inc. is the largest airlines 
company in the world by the measurements of fleet size, 
scheduled passengers, and revenue passenger miles.  

 
Figure 4. The consolidated income statement 2020 of American Airlines, Inc.  

From its consolidated income statement 2020 in 
Figure 4, the revenue decreased by around 30,000 million 
dollars. The revenue component is made of “passengers”, 
“cargo” and “others”. Passenger category takes the 
largest portion among them. Due to the travel restriction, 
it harmed the most, so that the 30,000 million dollars 
decrease is mainly caused by the loss of passengers. 
American airlines Inc. generated a negative net income, 
which is 10,000 million dollars less than previous year. 

American airlines tried to lower the expense to enable 
them to have larger net income. It decreased its total 
expense 35.5% in 2019. However, it still cannot cover the 
loss of total revenue. The total assets were 2,675 million 
dollars less than 2019, but liability increased by 8,000 
million dollars. The major reason that drove this increase 
is long-term debt and finance lease. It could be a bad sign 
since the American airline tried to borrow more to cover 
having more cash on hand.  
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Figure 5. The cash flows of American Airlines, Inc. 

Except the financing activities component in cash 
flow, both operating and investing activities of American 
Airlines were using cash. In addition, the company used 
a lot more than in 2019. First, the company has a large 
net income loss on cash flow, and it also has a 2,000 
million dollars payout for deferred income tax. Second, 
American airlines sell less short-term investment and 
purchase short-term investment than before. Last, in 
order to maintain a positive net cash flow, the company 
issued an 80,000 million dollars long-term debt. It can 

cause many bad sides for the company. The company 
needs to restrict its cash flow for next few years since its 
need to pay back the debt and interest. Liabilities is the 
component of solvency ratio. Larger liability brings a 
higher solvency ratio, which stakeholders will look at. 
When an American airline wants to attract more investors 
in the future, a large debt will bring bad evaluation to the 
company. The COVID-19 also hurt American Airlines 
Inc. continuously.  
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Figure 6. The income statement of the nine months ended quarter report 2021 of American Airlines, Inc. 

The good situation is the income statement of the nine 
months ended quarter report 2021 shows a net income 
gain, and the operating activities were generating money. 
However, the cash was mostly provided by financing 
activities, and total liabilities increased, especially long-
term debt. In conclusion, for an airport company, the 
main revenue comes from passengers. The pandemic has 
not been stopped yet. The airport industry cannot operate 
as well as before. Many governments still restrict the 
travel policy. There are still much less passengers no 
matter for business or travel purposes than before 
COVID-19 outbreaks. The airport industry needs time to 
recover, and it strongly depends on the situation of 
coronavirus.  

3. SUGGESTED SOLUTIONS FOR 
HOSPITALITY COMPANIES 

Then, to decrease the harm from COVID-19 and stay 
feasible, there are several things hospitality companies 
can do. First, companies can delay their renovation, 
technology improvement or other upgrade plans. Since 
COVID-19, less people use hospitality service. The 

upgrades of facilities do not actually attract customers. 
Customers want to stay safe and decrease their chances 
of entering public places. Even if they have a plan to do 
so, the governments have different restrictions to prevent 
the public gathering. For instance, Marriot deferred its 
renovation plans for its franchises.  Second, hospitality 
companies can negotiate with their suppliers about the 
payment date and even strive for discounts. Trying to 
hold more money on hand is always a right decision, 
because the company needs to meet the financial 
commitment they made to customers, employees, and 
landlords in order to operate. Third, delay any cash 
outflow activities and look for fundings. The goal of all 
hospitality companies is to survive during the pandemic. 
Predicting the future financial status and funding 
requirement, if it is necessary, assess the equity or 
available debt. There are many lenders that can provide 
short term funding. The companies need to look at their 
interest rates and evaluate themselves ability of paying 
back both funds and interests. If the companies cannot 
pay back the interest, and have a negative cash flow, they 
need to consider the borrowing options. Additionally, 
paying attention to government subsidy and financial 

34             J. Liu



relief measurements. Last, the company needs to have an 
advanced management to make the right decision. They 
also need advanced technology, such as a management 
pricing model, so that they can adjust their price 
according to the market conditions immediately. The 
recovery of the companies during COVID-19 period can 
be long. Different countries have different situations. 
China’s economy improved first at a slower pace, on the 
other hand, Europe, middle east, and Africa recovered 
relatively slowly. Companies need to adjust their 
operating strategies according to different countries [5]. 
However, for some cities which recover slowly, the 
companies can use this downtime as an opportunity to 
reevaluate themselves internally and do better 
preparation of recovery for the future. The companies can 
invest more time on the details within the company, such 
as focusing on employees’ training, management system 
upgrading, even looking for new opportunities for 
innovating new services. For instance, a hotel company 
may market itself to local people instead of tourists. Hotel 
staycation is a popular trend nowadays, and hotel 
companies can see it as a chance to attract locals and 
decrease the vacant room percentage [6].  

4. CONCLUSION 

In conclusion, COVID-19 is an unprecedented global 
crisis in modern society. Almost every country, every 
industry in the world got hurt at different levels. 
Hospitality industry undoubtedly is experiencing a hard 
period. The paper used two subsegments of the 
hospitality industry to discuss how the crisis affected 
hotel and airport companies financially. Most of the 
companies in the industry have a net loss of income 
during 2020. The revenue decreased over 50%. Some of 
them need to issue long-term debt to finance themselves 
and stay positively on cash flow. However, the two 
examples talked about above are global leading 
companies in the industry. Their situations can be 
different from local businesses. Some small local 
companies are also affected badly, and still suffering. 
Some of the advice mentioned before might not be 
suggestive to them, especially the global operating 
strategies. More researches should be done to solve their 
problems according to specific local situations. Different 
from other industries, hospitality’s products are 
providing in-person experience to their customers. The 
operation and finance performance are strongly 
dependent on the breadth and duration of COVID-19. 
Currently, the vaccination distribution is increasing in the 
world, the more control of the coronavirus, the better the 
hospitality industry can perform. 
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