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[bookmark: _Toc125940696]Introduction
Businesses require a lot of resources to effectively operate in the market and compete with the existing competition. The resources are measured and controlled in terms of financial values. Aside of that, the business performance are also measured and expressed in the financial value. Hence, financial management is very crucial for any types of businesses. Hospitality businesses are also involved in a lot of financial activities and have to use a lot of resources. Hence, it is important to ensure proper management of the finance of such businesses. In this paper, two global hospitality brands Marriott International and Intercontinental Hotels Group (IHG) have been compared in terms of their financial performance and financial indicators. Thus, a good understanding of the use of financial management within the hospitality businesses can be understood.
[bookmark: _Toc125940697]Background of the selected companies
Here below, the background of the two selected companies have been discussed briefly.
[bookmark: _Toc125940698]Marriott International
Hotel, residential, and timeshare properties are all managed, franchised, and licenced by Marriott International, Inc., an American global corporation. According to the number of rooms offered, Marriott is the biggest hotel chain in the world. The company has 8,000 properties and 1,423,044 rooms throughout 131 countries and territories under 30 different brands (Frank, 2012). 2,149 of these 8,000 hotels are run by Marriott, while 5,493 are run by third parties under franchising agreements (King, 2022). Additionally, 20 hotel reservation centres are run by the business.  Marriott International, Inc. was established in 1993. The company currently has a pool of 120,000 employees.
[bookmark: _Toc125940699]Intercontinental Hotels Group (IHG)
Located in Windsor, England, Intercontinental Hotels Group (IHG), also known as IHG Hotels & Resorts, is a worldwide British hospitality corporation. It is possible to trace the company's beginnings back to 1777, when William Bass founded the Bass Brewery in Burton-upon-Trent. IHG has 5,656 hotels and 842,759 guest rooms as of 2019 throughout nearly 100 countries (IHG, 2021). There are currently above 350,000 employees working for different business units of IHG.
[bookmark: _Toc125940700]Performance analysis of the selected companies
It is important to keep close eye on the performance of the businesses. There are different matrices which can help evaluating the performances of Marriott and Intercontinental Group. Here below, the performances of the companies have been analysed mainly based on the financial information. The financial data and information have been collected from the annual reports of the respective companies.
[bookmark: _Toc125940701]Total Revenue
Total revenue is an important indicator of organisational performance and organisational financial capability. Revenue is the main source of financial inflow which ultimately result in organisational profitability and business growth (Edwards, 2012). The bigger the total revenue is for an organisation, the better it is for the organisation. As it has been observed that both Marriot and Intercontinental operates a total of 1,423,044 and 842,759 rooms respectively, the revenue of the companies also should reflect their size of operations.
With the help of the financial statements of the companies developed for the accounting period ended in 2021, it can be seen that the total revenue of Marriot International was 13.86 billion USD while the total revenue for Intercontinental Group was 2.907 billion USD (IHG, 2021). As it can be observed, Marriot has been able to generate around five times revenue compared to Intercontinental. While, Marriot operates less than twice as much rooms as Intercontinental operates. This shows a very weaker sales operations and marketing efficiency for Intercontinental compared to Marriot. The company needs to focus on its sales and marketing strategies to improve from such situation. The pricing also can create a difference. However, in the city of London, there is not much price difference among the hotels managed by Marriot or Intercontinental.
[bookmark: _Toc125940702]Profit margin
Profit margin is a financial performance indicator which shows the capability of an organisation to convert its revenue into net profit. There are several production and operational expenditure in between. The efficiency of production and business operations can be measured with the help of the profit margin ratios (de Mesnard, 2015). There can be three types of profit margins; gross profit margin, operating profit margin, and net profit margin. For the service businesses like the two in considerations, gross profit is not calculated too often. Hence, the operating profit margin and net profit margin of the two companies will be compared from the financial data for 2021.
As it can be found from the financial statements of Marriott, the company had an operating income margin of 12.63% and net profit margin of 7.94% for the accounting period ended in 2021. While, for the same period, Intercontinental Group recorded an operating income margin of 17% while the net profit margin was 9.12%. From the findings here, it can be said that Intercontinental Group has better operational efficiency compared to Marriot International. This is a great indication about the two companies as the Intercontinental Group has showcased better performance in operations despite generating very low revenue.
[bookmark: _Toc125940703]Financial leverage
Financial leverage refers to borrowing money to acquire more assets. To raise the return on investment, leverage is used (Marciukaityte, 2014). However, using too much financial leverage makes it harder to pay off debt, which raises the chance of failing. Hence, it is important to ensure a proper check and balance on the financial leverage of a business. Better financial leverage ensures better financial sustainability and easy future operations. Here, the financial leverage of the two companies have been presented from the financial data extracted from the annual report of 2021.
Marriot International has a total of 5.52% equity coverage on its total assets. This means, that 5.52% of the total assets are financed by equity while the rest of 94.48% assets are financed by debts. Hence, it can be said that the company has financial risk. If the company is required to pay off its debts quickly, then it will have to face liquidity crisis and other financial problems. While, the equity coverage in the total assets of Intercontinental is 32.26% and the rest 67.76% are covered by debts. So it can be said that Intercontinental has much better financial balance and strength compared to Marriot International.
[bookmark: _Toc125940704]Market Position
The presence of a business can be understood from the market perspective with the help of the market share. Market share can be determined by the revenue generated by all the businesses or customer served by all the businesses within an industry. here, the market share of the two companies in considerations have been presented considering the top 20 hotel chains occupying 100% of the total market share. As the data shows, Marriot International has the 15.98% of the total market share in the industry which marks itself as the highest market share holding company (Jakaria, 2022). While, Intercontinental Group has a total of 8.74% market share (Jakaria, 2022). As things stand, Marriot Group is more dominant in the market compared to Intercontinental group. Intercontinental is doing well conspiring the number of properties it is managing. However, the company do well by adopting proper strategies. 
[bookmark: _Toc125940705]Employee contribution in net profit
Different organisations follows different types of operational strategies. Hence, the requirement for the employees is different. However, as the nature of the hospitality businesses is same, the requirement of employees within the business operations should not vary much (Allen and Turner, 2018). To compare the employee productivity or employee efficiency, there are different matrices. Here, the net profit generated against each employees will be considered. Thus, it will be made clear which organisation is technology centric and which is labour centric. Aside of that, the use of excess employees will also be highlighted.
Marriot International has a total of 120,000 employees while IHG has a total of 350,000 employees. While the net profit of Marriot International was 1.10 billion USD while the net profit of Intercontinental Group was 265 million USD. Hence, it can be found that, Marriot was able to generate 9,166.67 USD net profit per employee. While, Intercontinental was able to generate 757.14 USD net profit per employee. As it can be understood, Intercontinental is very labour intensive organisation. The company needs to reconsider the number of employees it has, and the use of technologies to make its operation faster and less labour intensive.
[bookmark: _Toc125940706]Financial Commitment to CSR
Businesses are social entities and an important part of the society. Hence, the businesses have their roles to play and thus improve the society. To contribute in the societal causes, businesses in the modern world have adopted a self-imposed regulation which is widely known as CSR or corporate social responsibility (Marriott, 2019). Different businesses contribute differently as per their financial capability and believe in the social causes. Depending upon how much a business expend on CSR activities, the sustainability, social acceptance, and brand value of a business can be understood.
As data shows, Marriot International has committed to spend an average of 2% of its net profit in CSR activities every year. Marriott focuses on cultural diversity, education and human right issues within its CSR activities. Thus, the company is working towards solving some serious issues of the modern human life. While, Intercontinental Group has set a target of spending 1% of its revenue. Thus, the business is spending a significant amount of money in its preferred areas like environmental sustainability, diversity and inclusion. Both of the companies are working in some really important areas and contributing greatly in terms of monetary value.
[bookmark: _Toc125940707]Recommendations
Every business is expected to do well in terms of operations and finance. In the analysis above, the performance of Marriott International and Intercontinental Group have been analysed from the financial perspective. From the analysis, some insights and understandings can be made about the performances of the two companies. Out of those insights and understandings, one recommendations have been made for each company.
Marriott International needs to improve its financial leverage badly. As it can be found from the financial analysis, the company only covers 5.52% of the total assets. This implies that the company has nearly 17 times more debt than equity. As a business with so many physical properties, the company might have enough fixed assets in opposite to the debts. However, the obligations to pay the debts can exacerbate the financial condition of Marriot. Hence, the company must need to work on reducing the financial leverage. The company can pay off its debts or can collect new equity from the market to improve the financial leverage.
Intercontinental Group has a lot of employees compared to the number of properties it manages as well as compared to the net profit it generates. The company has failed to generate one thousand dollar per employee in terms of net profit. This shows that the company has unnecessarily large employee pool or the employee productivity is very low. To overcome this problem, Intercontinental can focus on technology adoptions. Technology can help the humans to improve their overall productivity. Employee training and development also can be helpful in this regard.
[bookmark: _Toc125940708]Conclusion
All types of businesses are required to be well-balanced and properly strategized with their financial activities. The hospitality businesses are not any exceptions. Rather, with very narrow point of differences, there is huge competition within the industry. Hence, the businesses are required to showcase their capability and competitive advantages in every possible areas. Hence, effective financial management can be a point of difference and a competitive advantage for a hospitality business. As the discussion shows, financial management can ensure better control on the business operations and can ensure better understanding of the business functions and business position. With the analysis of Marriott International and Intercontinental Group, some very crucial areas of their performance have been revealed. Based on the analysis and subsequent findings, it can be understood that the Marriot International is required to improve its financial leverage. On the other hand, intercontinental can work on improving employee efficiency or can reduce its over dependency on the employees. Thus, with the help of proper financial management and financial analysis, business strategy development can be easier and effective.
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