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Financial management refers to organizing, directing, and controlling financial activities within business organizations. Analyzing the approaches of financial management is the purpose of this study. The study includes the critical analysis and evaluation total revenue, market position, growth potential, and financial commitment to CSR. Comparison between approaches of financial management when considering the revenue, market position, growth potential, and financial commitment to CSR. 
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Figure 1: Intercontinental Hotels Group (IHG).
Source: (Apreda, 2020).
Intercontinental Hotels Group (IHG) is one of the largest hotel chains in the world which has business operations in approximately 100 countries of the world. The portfolio of Intercontinental Hotels Group (IHG) is differentiated into brands like Atwell Suites, EVEN Hotels, Avid Hotels, and so on are well-known brands. The financial department of Intercontinental Hotels Group (IHG) follows a modern approach to financial management that inspired it to engage in acquisition and merger (Copeland and Copeland, 2020).
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Figure 2: Hilton Hotel.
Source: (Bowen, 2022).
Hilton hotel is one of the largest hotel chains in the world and is most famous for its world-class designs, signature food and beverage, state of the art technology, and dynamic meeting and events capabilities. Hilton hotel operates in approximately 122 countries of the world with 18 distinct brands (Avi, 2022). The finance department of Hilton Hotels follows the traditional approach of financial management. So, it does not involve in merger and acquisition but focus on investing in profitable projects. 
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Figure 3: Total revenue of Hilton Hotel.
Source: (Crawford-Welch, 2022).
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Figure 4: Total revenue of Intercontinental Hotels Group (IHG).
Source: (Figlewicz and Zeller, 2022).



Intercontinental Hotels Group (IHG) which is following the modern approach of financial management has revenue in 2021 is approximately 1.2 billion and revenue in 2022 of less than 1.5 billion (Figlewicz and Zeller, 2022). Another side Hilton hotel who is following the traditional approach of financial management has revenue in 2021 is less than 1.0 billion and that increased in 2022 which was approximately 1.8 billion (Crawford-Welch, 2022). The traditional approach of financial management refers to maximizing the profitability of the company to maximize the firm’s wealth. So, Hilton hotel focus on internal funds theory the refers to investment depending on the level of profitability so Hilton hotel investment in profitable projects to build brands rather than mergers and acquisitions. That positive impact on its total revenue which is more than Intercontinental Hotels Group (IHG) along with increases the wealth of the firm by increasing retained earnings of Hilton Hotel (John, 2022). But the Intercontinental Hotels Group (IHG) follows the modern approach of financial management where the financial manager of Intercontinental Hotels Group (IHG) focuses on investment decisions that refer to scarce resources of an organization investing in the acquisition of an entity or equipment (Kent Baker, 2022). So, the financial manager focuses on investing in mergers and acquisitions over 5 years and investing in performed 2 mergers and acquisitions. That increases the revenue of the Intercontinental Hotels Group (IHG) but along with increased expenses of business created barriers to gaining higher revenue that is supported by the accelerator theory of investment. accelerator theory of investment refers to investment expenses increasing when the income increased from investment (Linzer and Linzer, 2021). 
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Figure 5: Market position of hotels.
Source: (Seekingalpha.com, 2022).
The traditional approach of financial management focuses on mostly maximizing the wealth of the firm to maximize the benefits of the stockholders by performing short-term funding in business through debt capital and long-term funding through retained earnings (Magill, 2020). But the modern approach of financial management refers to investing in short-term investment proposals by using retained earnings rather than taking loans. So, by following the traditional approach of financial management Hilton Hotels gained 12.8% of the market share whereas Intercontinental Hotels gained 9.6% of the market share (Seekingalpha.com, 2022). Because Hilton’s hotel focuses to use retained earnings in long-term investments which causes the lower cost of funding it increases its ability to extend its business activities more efficiently which helped it to maximize the firm’s wealth. There Hilton hotel follows the traditional theory of capital structure which refers to maximizing the firm’s wealth and minimizing WACC (Weighted Average Cost of Capital) (Seekingalpha.com, 2022). So, the finance manager of Hilton Hotel focuses more on profitable investment projects rather than purchasing assets. But Intercontinental Hotels follows the modern approach of financial management which inspires its finance manager to invest in assets more than maximizing the firm's value (Peter, 2022). That is opposite to the traditional theory of capital structure where finance management invests capital in acquiring assets through mergers and acquisitions. That is causing Intercontinental Hotels to have a lower market share where Intercontinental Hotels is a market niche which means Intercontinental Hotels serves segments too small. But Hilton Hotels has gained the position of market follower which refers that Hilton hotel protects a position within the market rather than competing forcefully (Madura and Hoque, 2018). 
[bookmark: _heading=h.3dy6vkm]Growth Potential
According to Stephen (2020), the traditional approach of financial management refers the short-term investment by collecting funds from financial institutions like banks, brokerage firms, and so on to maximize the profitability of the organization rather than collecting funds from retained earnings. But the modern approach of financial management refers to making investments by using retained earnings to maintain capital structure (Usher, 2022). So, by following the modern approach of financial management, the Intercontinental Hotels Group (IHG) do not collect fund through debt capital which causes the finance manager of Intercontinental Hotels Group (IHG) to use retained earnings to invest in investment proposals but retained earnings not offer a huge amount to perform long-term investments which reduction in market price per stock of Intercontinental Hotels Group (IHG) which is $71.74 USD that is undervalued because its intrinsic value per stock is $78.33 (VasiC and CeroviC, 2022). That will increase the growth potential of Intercontinental Hotels Group because retain investors within the market perform value investing so retail investors will motivate to select stock of Intercontinental Hotels Group to invest in that will help Intercontinental Hotels Group to gain higher funding opportunity (Voegeli, 2021). That will help Intercontinental Hotels Group to invest in long-term projects. 
But by following the traditional approach of financial management the finance manager of Hilton Hotel collects funding for business investment from debt capital by taking loans from financial institutions which are causing an imbalance situation of debt to equity (Apreda, 2020). Because the Debt-to-Equity ratio of Hilton Hotel is 11.87 in 2022 and it is estimated that the debt-to-equity ratio will rise to 12.83 in 2023 by dropping the 1.2 billion in equity in 2023 (Zheng and Forgacs, 2022). That is showing debt of Hilton Hotel is 11.87 times more than the equity of Hilton Hotel. That will negatively impact the growth potential of Hilton Hotels because by demotivating financial institutions to provide loans to Hilton Hotels for business expansion. Because before providing loans financial institutions analyze the debt-to-equity capital of the organizations and when financial institutions will identify higher debt of Hilton Hotel than its equity (Avi, 2022). That will create barriers in funding for the business growth of Hilton Hotel. 
[bookmark: _heading=h.1t3h5sf]Financial Commitment to CSR
CSR refers to a positive impact on society, the economy, and the environment through business activities to ensure busienss sustainability financial commitment to CSR refers to business organizations should enable finance for society people, to protect environment, and positively contribute in the economy of the country (Vos, 2018). So, Intercontinental Hotels Group which follows the modern approach of financial management invests in investment proposals by measuring risks and uncertainties which is helping the Intercontinental Hotels Group to gain profitability and sustainability within the industry (Bowen, 2022). That is helping to contribute to the economy of the country, helping to protect the interest of the stakeholders, and enabling job opportunities for employees which is helping to meet its financial commitment to CSR. because stockholders and employees are society people along with profitability contributing to the economy (Copeland and Copeland, 2020). Also, Hilton Hotel which is following the traditional approach of financial management that is helping Hilton hotel get higher profitability inspired Hilton Hotel to award $2.4 billion to grant distribution $339 billion to disaster relief projects (Crawford-Welch, 2022). That is helping Hilton Hotel to protect the interest of society people, contributing to the economy, and protecting interests of the stockholders. s
[bookmark: _heading=h.4d34og8]Risk of financial investment
The traditional approach of financial management refers to making an investment in profitable investment projects which has a higher rate of return that increases the risk of financial investment (Figlewicz and Zeller, 2022). But the modern approach to financial investment refers to appraisals and the selection of capital investment proposals by measuring of risk and uncertainty of the investment proposals (John, 2022). So, by following the traditional approach of financial management the finance manager of Hilton Hotel performs makes investment decisions in the most profitable investment proposals by taking higher risks. For this, the finance manager of Hilton Hotel calculates only the Internal rate of Return (IRR) which is a metric that identifies the estimated profitability of the potential investment proposal (Johnson and Melicher, 2021). Then make investment decisions based on the profitable projects which consist of a higher risk of financial investment of the Hilton Hotel. As Hilton Hotel is a public Limited company and gathers capital through a stock offering to the public so such kind of risky investments by the Hilton Hotel could demotivate investors to invest in stocks of Hilton Hotel (Kent Baker, 2022). Because investors perform investment decisions on the stock by following value investing which refers to invest in undervalued stock but the $144.71 which is overvalued because its intrinsic value is $24.84 that will demotivate investors to purchase stocks of Hilton Hotel (Seekingalpha.com, 2022). But Intercontinental Hotels follows the modern approach of financial management which inspired the finance manager of Intercontinental Hotels to measure the risk and uncertainty of the investment proposals. So, performing IRR, PBP, NPV, and ARR to calculate before recovering the initial investment in projects, identifying the rate of return, along with identifying cash flows throughout the project and then make financial investment decisions on investment proposals (Peter, 2022). Because the modern approach of financial investment refers that firms should make investment decisions only when NPV remains positive, the rate of return remains to exceed the capital cost. That is reducing the risk and uncertainty of financial investments of Intercontinental Hotels (Madura and Hoque, 2018). 
[bookmark: _heading=h.2s8eyo1]Recommendations
As Hilton Hotel has higher debt than equity that is negatively impacting its growth opportunity by creating barriers to collecting funding from financial institutions. So, Hilton Hotel should use its retained earnings to fund investment projects of the Hilton Hotel where Hilton Hotel could expand its business within a new market by utilizing its retained earnings rather than collecting funds from debt. Also, overvalued stocks of the Hilton Hotel will inspire those investors who believe in taking higher risks to gain higher profitability to invest in stock. So, Hilton Hotel could collect funding by offering stock that will help to gain equity and use that equity capital in further growth opportunities which will also balance the debt-to-equity capital. 
By following the modern approach to financial management Intercontinental Hotels is facing lower profitability because of modern approach refers to investing in those investment projects which have a lower risk of financial investment. That is causing lower profitability because projects with lower risk contain lower profitability. So, to gain higher profitability Intercontinental Hotels should focus on potential for outsourcing. Outsourcing could for cleaning services, food, recruitment, and so on. That will help Intercontinental Hotels to reduce its cost by engaging third party organzaiiton to perform cleaning activities, or offering food, or could perform recruitment in behalf of Intercontinental Hotels at a specific fee. That will help to reduce operational cost of Intercontinental Hotels and will increase proftibaility. 
[bookmark: _heading=h.u8lvzg28rn5a]Conclusion
Both the traditional approach and modern approach of financial management has benefits and limitations. Because modern approach of fianncial management inspiring the Intercontinental Hotels to invest in risk free investment projects but that is reducing profitbaility of the Intercontinental Hotels. Another side traditional approach of financial management inspiring Hilton Hotel to invest in such investment projects which has higher profitbsility with higher risk that is enabling higher profitability for Hilton Hotel but along with increasing the debt capital than equity capital. Because investm,ent in projects refers to collect funding from debt capital which could negativelyimapct on business sustainability of hilton Hotel. 
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InterContinental Hotels Maintains Solid Positioning With Reasonable Stock Price
(NYSE:IHG) | Seeking Alpha
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