
Comparison of Two Hospitality Organizations: Marriott International and Hilton Worldwide

Student’s Name: Apurba Das
Student ID Number: 2107164
Module Title: Financial Management BMIH5007
Lecturer’s Name: Dale Clarke






Table of Contents
Introduction	3
Company Overview	4
Marriott International	4
Hilton	4
Financial Management of Marriott International	5
Revenue Sources	5
Total Revenue	5
Market Position	6
Financial Management of Hilton Worldwide	7
Total Revenue	7
Market Position	7
Comparison between Financial Management Approaches of Marriott and Hilton	9
Recommendations	11
Marriott International	11
Hilton Worldwide	11
Conclusion	12
References	13




[bookmark: _Toc126851342]Introduction
Business functions refers to various aspects and activities of a business that are needed for smooth operation of a business. Among many essential business functions, financial management is crucial for the overall success of any business. Financial management refers to the function that is responsible for financial profitability and sustaining feasibility of the firm (Brigham and Houston, 2021). As it is essential for firms to remain profitable for a smoother operation, financial management function directs the business and its activities in a way that will allow the firm to achieve its goals and objectives both in the short run and in the long run (McCommick, 2021). An efficient financial management approach will lead the firm to higher profitability and sustainability as it will improve the business activities and performance of the firm, for instance, profitability, liquidity, and overall feasibility of the firm (Brigham and Houston, 2021). This report will focus on the financial management of two firms from the hospitality industry: Marriott International and Hilton. Both the firms have a strong presence in the global hospitality industry and this report will compare and contrast between the financial management of these two firms.



[bookmark: _Toc126851343]Company Overview
[bookmark: _Toc126851344]Marriott International
Marriott International is an international firm operating in the hospitality industry operating with 30 brands and 8,484 properties. It has operation in 131 countries and more than 60% of its properties are operated through franchising (Szende et al., 2021). It was founded in 1927 in Washington D.C. in the USA by J. William Marriott and Alice Marriott. The current headquarter of the firm is in Bethesda, Maryland. Marriott has a total of 120,000 employees as of 2021 and it owns a number of subsidiary firms such as The Ritz-Carlton Hotel Company, Le Meridien, etc. (Szende et al., 2021). Marriott has hotel reservation centers and theme parks in addition to hotel chains, franchises, and timeshare properties.
[bookmark: _Toc126851345]Hilton Worldwide
Hilton Worldwide, commonly known as Hilton, is another American firm operating in the global hospitality industry. Conrad Hilton founded this firm in 1919 in Cisco, Texas (Solomon and Humler, 2019). Till 2009, Hilton Worldwide was called Hilton Hotel Corporation. It has operation in 118 countries with 6,478 properties among which over 87% is operated by franchise agreements (Szende et al., 2021). Hilton has 18 brands under its operation and Conrad Hotels & Resort, Canopy by Hilton, LXR Hotels and Resorts by Hilton, Tru by Hilton are to name a few. Hilton became public in 2013 and before that it was considered one of the largest private limited companies in the US by Forbes (Solomon and Humler, 2019).

[bookmark: _Toc126851346]Financial Management of Marriott International
Financial management consists of three broad activities: capital budgeting, investing, and dividend policy. As Marriott International is a multinational company, it has to apply the financial management policies according to the need of the firm it is operating in. Though the main objective of the financial management of Marriott International remains the same across all properties, some of the policies are occasionally altered to better accommodate the need of that particular property (Solomon and Humler, 2019).
[bookmark: _Toc126851347]Revenue Sources
The source of revenue for Marriott International can be categorized in broad three sectors and these are: revenue from fees i.e. base management fees, franchise fees, and incentive management fees, revenue from owned, lease, and other sources, and revenue from cost reimbursement (Solomon and Humler, 2019). Marriott International has a strategic policy for its pricing of different types of services that it offers.
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Figure 1: Revenue Sources of Marriott International
[bookmark: _Toc126851348]Total Revenue 
Due to the global pandemic, the financial performance of the firm in 2020 was very poor but the firm has significant improvement in its total revenue in the financial year 2021. The major source of revenue is cost reimbursement revenue whereas the least revenue comes from incentive management fees (Solomon and Humler, 2019). Both the operating revenue and net revenue rose significantly in 2021 along with earnings per share and the firm is becoming close to the performance it had in 2019 before the pandemic.
[bookmark: _Toc126851349]Market Position
The market share of Marriott International remains at 17.95% which is considerably higher compared to its competitors (Szende et al., 2021). 
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Figure 2: Comparison of Stockholder Returns 
The capital structure of Marriott International has a combination of equity and long-term debt where debt has higher portion in the structure (Szende et al., 2021). 


[bookmark: _Toc126851350]Financial Management of Hilton Worldwide
Just like Marriott International, Hilton is a multinational hotel chain that operates across the globe. Hilton generally applies similar policies in all of its properties and adjusts its policies if needed depending on the scenario (Szende et al., 2021). Hilton also suffered greatly during the global pandemic and is still recovering from all the losses due to the pandemic. In the following graph, the stock price growth of Hilton worldwide can be seen compared to its peers. In the graph, the blue line indicates Hilton Worldwide while the grey line indicates its comparable peers.
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Figure 3: Stock Price Growth of Hilton Worldwide
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Hilton has mainly four sources of revenue and those are: revenue from owned and leased hotels, revenue from franchise fees, revenue from franchise properties, and timeshare properties (Crespi-Cladera et al., 2021). The revenue of Hilton suffered gravely in its revenues in 2020 though it has been recovering its revenues in the financial year 2021. Both the operating profit and net profit increased in 2021 and the earnings per share also recovered from the negative amount to positive in 2021 compared to 2020. 
[bookmark: _Toc126851352]Market Position
The market share of Hilton is at 6.89% which is a significantly large market share in the saturated hospitality industry. The capital structure of Hilton has a combination of equity and long-term debt where debt has a significantly high percentage (How and Lee, 2021). Hilton has a complex policy for meeting its environmental, social, and governance goals. It contributes to CSR in many forms such as grants to NGOs, volunteer works, environment friendly operation, etc.



[bookmark: _Toc126851353]Comparison between Financial Management Approaches of Marriott and Hilton
The previous two sections of the report highlighted the financial performance of the two hospitality firms: Marriott International and Hilton Worldwide. Both the firm has some distinguished policies when it comes to financial management. As the firms belong to the hospitality industry, there are some similarities in its overall process. The major aspects of the financial management of these firms are compared below:
· Total Revenue: The total revenue of Marriott International in 2021 was $13,857 million whereas the total revenue of Hilton for the same financial year was $5,788 million (Szende et al., 2021). The revenue growth rate for Marriott International was   -49.59% in 2020 and 31.09% in 2021. Meanwhile, Hilton had a growth rate of -54.43% in 2020 and 34.39% in 2021 (Szende et al., 2021).

Figure 4: Total Revenues of Marriott International and Hilton Worldwide
The sources of revenue also vary between these two firms and, as a result, the revenues also have some distinguished differences. 
· Operating Profit and Net Profit: The operating profit margin (OPM) of Marriott International was -45.30% and 15.45% while OPM of Hilton was -9.71% and 17.45% in 2020 and in 2021 respectively. The net profit margin (NPM) was also significant for these two firms in 2021 compared to 2020. Hilton’s NPM was -1660% in 2020 and 708% in 2021. On the contrary, Marriott’s NPM in 2020 was -121% and in 2021 was 512% (Ntounis et al, 2022). The OPM and NPM of both the firms suffered greatly in 2020 due to the pandemic and in 2021, their performance witnessed a new height. Both of the firms showed great performance in 2021 compared to 2020 in terms of revenue (Szende et al., 2021).
· Market Position: The market share of Marriott is 17.95% which is significantly higher than the 6.89% market share of Hilton (Ntounis et al, 2022). Marriott International currently has a total market cap of $55.08 billion which is exceptionally high compared to its market cap of $14.70 billion in 2013 (Selim, 2022). On the contrary, Hilton Worldwide currently has a market cap of $39.83 billion which was considerably low compared to its market cap of $21.90 billion in 2013 (Szende et al., 2021). As Marriott International has more properties and operation in more countries, it has a higher market share even though Hilton was in the market before Marriott International was founded (Titman et al., 2017). Based on the market capitalization, Marriott International is considered to be the 293rd most valuable firm in the world whereas Hilton Worldwide is considered to be the 458th most valuable firm in the world (Framco et al., 2020).
· Commitment to CSR: As CSR is one of the essential responsibilities of firms operating in the hospitality industry. Marriott International has a decisive policy for CSR expenditures. It budgets 2% of its average net profit for CSR activities (Framco et al., 2020). It paid around $270 million for CSR activities in 2021 on various activities such as reducing carbon footprint, providing aid for social causes, promoting sports and nutrition activities, creating ethical workplace culture, etc. On the other hand, Hilton has a complex ESG goal and CSR expenses are included in these goals (Rhou and Singal, 2020). Hilton paid more than $2 million in grants for social purposes to different NGOs, donated 120,000 meals to people in need, volunteered 190,000 hours for community service, and aided more than 600 team members through its Team Member Assistance Fund.

[bookmark: _Toc126851354]Recommendations
From the discussions in the previous sections, it is evident that even though both Marriott International and Hilton Worldwide belong to the hospitality industry and operate in a global scale, there are significant differences in their financial management tactics. The following recommendations can be given to Marriott International and Hilton Worldwide from the previous discussions:
[bookmark: _Toc126851355]Marriott International
As Marriott is growing its operation in the post-pandemic situation, it can grow its operation to countries that have more growth potential. For instance, Marriott International can expand its business to China as this region has greater potential to growth (Sharma et al., 2021). Marriott International offers different types of price ranges to its customers for a variety of services of the rooms. As the Chinese economy is growing, Marriott International can offer its ‘Premium’ or ‘Service’ brands in that region as part of its expansion plan in the upcoming years (Selim, 2022).
[bookmark: _Toc126851356]Hilton Worldwide
Hilton Worldwide is one of the major players in the hospitality industry on a global level. From the previous discussions, it can be clearly stated that Hilton Worldwide too has potential for future growth. As currently Hilton has operation in 118 countries only, it can expand its operations in different developing countries and regions that have higher population and lower cost of labor (Lui, 2022). Those regions can be targeted for market development by Hilton Worldwide in the upcoming years for expanding its operation and reverting the tide back to the pre-pandemic scenario with higher potential.


[bookmark: _Toc126851357]Conclusion
The report focused on the financial management of two hospitality firms: Marriott International and Hilton Worldwide. Both of these firms are American multinational firms and they have significant global market share. The earlier sections indicate that both of the firms have some common financial management approaches such as capital structure, dividend payout policy, etc. But on other aspects Marriott International and Hilton have different approaches.
Some of the discussed aspects, for example, commitment to CSR or market share of the firms greatly vary among these two firms. Especially, the two firms has distinct approaches to their CSR expenses and Marriott International invests a notably greater amount in its CSR expenditure every year. While both of the firms depend on long-term debt, Hilton has a higher proportion of debt in its structure and that increases the risk of Hilton significantly. From the recommendations, it can be observed that both of the firms have high growth potential given their structure, size, market share, and goodwill. Thus, both of the firms should invest in market expansion for higher growth in the upcoming years.                                                                 
                                                                                                           (Words Count 2002)
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Revenue of Marriott and Hilton

Marriott	
2019	2020	2021	20972	10571	13857	Hilton	
2019	2020	2021	9452	4307	5788	
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