Student Name Liliana Zaharia
Student ID 2123787
Module: Financial Management for the Hotel Industry
Module code: BMIH5007
Assignment Title: Comparison of Two Hospitality Organisations - Intercontinental Hotels Group (IHG) and Hyatt Hotels
Word Count: 2000 words


Table of Contents
1	Introduction	3
2	Intercontinental Hotels Group (IHG)	3
3	Hyatt Hotels Corporation	3
4	Financial Management of Both Hotel Chains	3
4.1	Total Revenue	3
4.2	Profitability	4
4.3	Market Position and Stability	5
4.4	Growth Potential	8
4.5	Financial Commitment to CSR	9
5	Recommendations Related to the Potential of Outsourcing	9
5.1	IHG	9
5.2	Hyatt Hotels	10
6	Conclusion	10
7	References	12



[bookmark: _Toc135233450]Introduction 
Financial management strategies involve processes, techniques and approaches adopted by corporations to control and manage their financial resources, make effective financial decisions and optimise profitability (Karadag, 2015). This assessment will highlight the financial management strategies of IHG and Hyatt Hotels. The assessment will further highlighter various areas of financial management, including total revenue, profitability, market position and stability, growth potential and financial commitment to CSR. Through this assessment, an enhanced understanding of the hotel chain management of their finances would be analysed. 
[bookmark: _Toc135233451]Intercontinental Hotels Group (IHG) 
IHG is considered a recognised organisation in the hospitality sector which functions under various portfolios of recognised hotel brands. The business has a strong presence in this sector and is regarded as a leading player in the hotel market. The company was founded in 1777 and have grown over the year through acquisitions and mergers to become a recognised hotel chain in the world. The hotel has a rich heritage mix with the strength of its hotel brands. The business further leverages its expertise in the market. The known brands under this hotel chain involve Crowne Plaza Hotels & Resorts, Holiday Inn Express, Staybridge Suites, InterContinental Hotels & Resorts, Holiday Inn and many others (IHG, 2023a). 
[bookmark: _Toc135233452]Hyatt Hotels Corporation
Hyatt Hotels is also considered a leading organisation in the hospitality industry due to its upscale brands of hotels and exceptional luxury portfolio. The business has the commitment to offering personalised services and authentic experiences; the hotel has developed itself as a preferred selection for travellers worldwide. The organisation was founded by Jay Pritzker in 1957. The foundation of this hotel was built on consumer-centric values and innovation; the business has grown to meet the preferences and needs of travellers that are continuously changing. The hotel brands under this hotel chain are Grand Hyatt, Hyatt Regency, Hyatt Place, Hyatt House, Park Hyatt, Andaz, Hyatt Centric and many others (Hyatt, 2023a). 
[bookmark: _Toc135233453]Financial Management of Both Hotel Chain 
[bookmark: _Toc135233454]Total Revenue
From the following IHG revenue, it is assessed that revenues from EMEAA, Central and American regions show continuous growth while Greater China revenues are fluctuating. In 2022, the organisation was successful in generating a revenue of 3,892m which was an increase in comparison to 2021 and 2020. Revenue from reportable segments demonstrates a positive trend, while reimbursement of cost demonstrates an upward trend. Through the Gordon model, the potential profitability and valuation of the business were identified, which aids in assessing whether the company has generated profitable revenue in 2022 (Carrington and Eklöv Alander, 2022). 
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Figure 1: Revenue of IHG
Source: IHG, 2022
From the following revenue of Hyatt Hotels, it is assessed that owned and leased hotels show an increment from $513m in 2020 to $1.235b. while license, franchise, and management demonstrate a downward trend from $239m to $808m. Contra income grew with time, signifying deductions. Net management, franchise, licence, and other fees increased from $209m to $777m, following a similar pattern. The revenue from distribution and destination management increased significantly, going from $115m to $986m. There were also rising trends in other revenues and expense reimbursement revenues. Entire incomes significantly intensified throughout the intervals, rising to $5,891b from $3.028b. 
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Figure 2: Revenue of Hyatt Hotels
Source: Hyatt Hotels, 2022
[bookmark: _Toc135233455]Profitability 
Revenues from the EMEAA, Central, and American regions have consistently increased, which is a sign of successful operations and strong market demand in these regions. Even though revenues from Greater China varied, overall revenues in 2022 rose in comparison to earlier years. The judgement of profitability is further supported by the increased trend in cost reimbursement and the positive trend in revenue from reportable categories (Buheji and Ahmed, 2020). The McKinsey Approach to financial management is centred on assessing financial performance using various filters and considering several variables (Goebel and E Weißenberger, 2016). According to the McKinsey Approach, which emphasises sustainable revenue growth, the steady increase in revenues from the EMEAA, Central, and American areas in the example given suggests successful operations and high market demand. Despite revenue swings in Greater China, the overall increasing trend for 2022 implies there is room for growth. The McKinsey Approach's emphasis on finding and seizing growth opportunities is in line with this. Additionally, a crucial component of the McKinsey Approach is effective cost management, which is seen in the rising trend in cost reimbursement. 
Hyatt Hotels' profitability can be rated in a variety of ways. While revenue from owned and leased hotels increased, indicating potential profitability in this market, revenue from licence, franchise, and management fees decreased—the increase in contra income points to possible profit-impacting deductions. However, a similar pattern of development was seen in the net revenue from management, franchise, licence, and other fees, suggesting future profitability expansion in these fields. The substantial increase in distribution and destination management revenue also points to a beneficial effect on profitability. Also indicating possible diversification and effective cost management are the rising patterns in other income and expenditure reimbursement revenues (Bruner, 2015).
[bookmark: _Toc135233456]Market Position and Stability 
In 2019, the worldwide hotel and resort industry's market size reached a record high of 1.47 trillion dollars. The COVID-19 pandemic, however, had a devastating effect on the market, which saw its size fall to 610 billion US dollars in 2020. According to predictions, the market will grow again and close to 950 billion dollars in value by 2021 (Statista, 2022). By the end of December 31, 2022, the 3,091 properties run by InterContinental Properties Group, a global hotel corporation with its headquarters in the UK, would use the Holiday Inn Express name. During the same time period, they also had 1,226 other hotels operating under the Holiday Inn brand.
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Figure 3: IHG Hotels Globally
Source: Statista, 2023a
A well-known hotel industry giant, Hyatt Hotels Corporation, generated around $5.89 billion in revenue from its international operations in 2022. The business made 3.03 billion dollars in revenue the year before, in 2021. 
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Figure 4: Hyatt Hotel Revenue
Source: Statista, 2023b
Notably, 2022 was Hyatt Hotels Corporation's highest recorded revenue, demonstrating a considerable growth trajectory. Hyatt Hotels Corporation reported a net profit of 455 million dollars in 2022. The hotel brand's net income has fluctuated since 2010, reaching its highest level in 2018 at 769 million dollars. 
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Figure 5: Net Income of Hyatt Hotel
Source: Statista, 2023c
[bookmark: _Toc135233457]Growth Potential 
Due to several variables, IHG has significant development potential in the upcoming years. The hotel chain can take benefit from the rising need for hospitality services worldwide, mainly in developing states like the Middle East, Africa, and Asia. IHG has several potentials in these areas to grow its presence through the construction of additional hotels and draw more tourists. IHG can serve many market sectors and draw in a larger consumer base because of its wide variety of brands (IHG, 2019). Additionally, the business's emphasis on improving guest experiences and providing outstanding service promotes client loyalty and promotes repeat business. IHG may profit from the rising demand for hospitality services around the world, particularly in developing areas. This is consistent with the capital investment theory's focus on finding lucrative business opportunities in expanding sectors (Acaravci, 2015). The effective capital allocation may be shown in IHG's ability to use its strong brand portfolio and construct new hotel projects to increase its presence.  
In the upcoming years, Hyatt Hotels Corporation will have high growth potential because of several important elements. The prospect for Hyatt to expand its presence and improve their market segment in emerging states, mainly in the Middle East and Asia, is depicted by the rising requirement for hospitality services worldwide. The emphasis Hyatt places on innovation and digital transformation is probably a factor in its expansion (Business Insider, 2021). 
[bookmark: _Toc135233458]Financial Commitment to CSR
IHG have a strong commitment to CSR strategies. The organisation prioritises community engagement, ethical practices of business and sustainability. The business invested many resources in its environmental strategies involving waste reduction, carbon emission reduction and water and energy conservation. The hotel chain further supports domestic societies through its strategies, such as IHG Foundation, which emphasises education, community growth and disaster relief. The hotel chain has actively promoted inclusion and diversity in its supply chain as well as the workforce (IHG, 2023b). 
Hyatt Hotels also demonstrate a strong commitment towards endeavours of CSR. The commitment of the hotel chain extends to different segments involving environmental sustainability, practices of ethical business and community involvement. The hotel chain has invested in resources to decrease its environmental influence through strategies related to waste management, GHG footprint reduction and water and energy conservation (Hyatt, 2021). Hyatt Hotels have actively been involved with domestic society by supporting endeavours related to health, well-being, and education. The business has high standards for ethics and fosters inclusion and diversity in its supply chain.
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The business, to improve its outsourcing practices, can adopt the following recommendations. 
· Conduct a thorough analysis of their internal operations to pinpoint non-core tasks that can be outsourced successfully. These duties could involve back-office operations, housekeeping, customer service, and IT support (Petkova, 2016). IHG can save money, increase operational effectiveness, and get access to sector knowledge by contracting out certain tasks to specialised service providers.
· Establish performance indicators and precise, well-defined outsourcing objectives next. IHG will be better able to manage and assess the performance of its outsourcing partners thanks to this. IHG may make sure that the outsourced functions are in line with their overall business objectives and continuously fulfil their quality standards by setting clear targets and keeping an eye on key performance indicators. 
· Create reliable channels of communication and governance systems with outsourced partners. Building a productive partnership and addressing any potential problems or concerns require regular and open communication. To make sure that the outsourcing agreements are producing the expected outcomes, IHG should establish open lines of communication, carry out regular performance evaluations, and give prompt feedback.
· IHG should choose outsourcing partners after doing extensive due diligence. Examining the supplier's track record, reputation, financial health, and capacity to satisfy IHG's unique criteria are all part of this process.
[bookmark: _Toc135233461]Hyatt Hotels 
Hyatt Hotels should follow these suggestions for improving their potential for outsourcing: 
· Hyatt needs to analyse all its processes carefully to pinpoint non-core tasks that can be outsourced successfully. This might apply to things like IT infrastructure management, upkeep services, and particular administrative duties. Hyatt may concentrate more on its core capabilities and make wise resource allocation decisions by contracting out these duties to specialised service providers. 
· Hyatt needs to have solid relationships with trustworthy outsourced companies. To evaluate the skills, records, and financial stability of potential partners, a careful due diligence approach is essential (Silove et al., 2017). Hyatt can guarantee the delivery of high-quality services and reduce potential risks by working with vendors who share its values and standards. 
· Hyatt should establish specific SLAs and performance criteria with its outsourced partners. To make sure that the vendors are living up to Hyatt's standards and providing value, these indicators should be frequently checked and analysed. To ensure openness and resolve any concerns or issues that may surface during the outsourcing arrangement, effective communication channels should also be developed.
· Hyatt should also give effective knowledge transfer top priority in outsourcing. Sharing important data, industry best practices, and knowledge with outsourced partners is a part of this. 
[bookmark: _Toc135233462]Conclusion 
In a nutshell, it can be summarised that positive trends and probable advancements in their income and profitability are present at both IHG and Hyatt Hotels. The expansion and good financial performance of IHG are indicated by its revenue growth across a range of geographic regions and revenue sources. The consistency of central operations' revenue is an indication of efficient cost management. With decreased revenue from owned and leased hotels but good trends in management, franchise, licence, and other fees, Hyatt Hotels exhibits a mixed level of profitability. By utilising both the strong brand portfolios and the worldwide demand, both businesses have room for growth. Additionally, they have strong financial commitments to CSR, concentrating on sustainability, community involvement, and moral behaviour.
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