Financial Management for the Hotel Industry

Financial Management for the Hotel Industry
Student Name: Iulian Petrut Petrache
Student ID: 2025332
BMIH5007, BMIH5002
Lecturer: Dale Clarke

Executive summary
The below-mentioned report has been critically focused on developing a detailed comparison between the two particular companies which are Accor International and Intercontinental Hotels Group (IHG) has been added. In order to show the comparison, it has been elaborated some of the crucial factors of both businesses including revenue rate, growth potential as well as CSR activities. A detailed recommendation to both mentioned companies accordingly.
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Financial management is considered a practice of managing the overall financial activities within the organisation. There are multiple functions of a financial manager which include financial planning, fund investment, determining the structure of capital, maintaining liquidity, assessing the financial status, and many more. Therefore, the role of financial management is very significant within an organisation. This particular context will highlight all the essential aspects of financial management within two organisations, named InterContinental Hotels Group and Accor International. This context will first focus on describing the comparison between these two famous hospitality sectors. The comparison will be based on their total profit margin, their position within the market, their growth potential, and their financial commitment to corporate social responsibilities. 
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Intercontinental Hotels Group
Revenue Margin of InterContinental Hotels Group: 
This hospitality sector is one of the famous multinational companies in the United Kingdom. The headquarters of this company is situated in Windsor, England. This hotel group is marketed or known as IHG Hotels & Resorts. The hotel group works with multiple new revenue organisations like food delivery portals and they also have managed to gain specific market share within that space. The total revenue of this particular hotel group was $2.907B. The revenue margin increased by 21.43% from 2020. This mainly happens because of the pandemic era in the year 2020 which devastated the business of many industries, specifically the hospitality and tourism industries (Guilding, 2013). 
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(Figure 1: Revenue structure of InterContinental Hotels Group in U.S Dollars)
(Source: Guilding, 2013)
The illustration clearly shows the fluctuations in this hotel group's revenue margin. The revenue margin is going upward till 2019, but in 2020, the revenue margin falls drastically because of the pandemic season. Again after 2020, the revenue margin seems to elevate which indicates the business of the hotel is going well.
The market position of Intercontinental Hotels Group (IHG)
Market positioning is defined as the ability for influencing the perception of consumers about the service or products related to the competitors. The prime objective of this particular aspect is to make an identity or image of the product or service so the customers perceive it in a specific way. Intercontinental Hotels group, known as IHG Resorts and Hotels, is a multinational hospitality business headquarters situated in Windsor, England. The respective company IHG has a market cap of around $12.58 Billion (companiesmarketcap, 2023). It makes IHG the most valuable business by marketing cap on the basis of the data. The market cap, basically known as market capitalisation, is the overall market value of the outstanding share of the publicly traded business and is utilised to measure the worth of the business.
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Figure: Market cap of IHG from 2003 to 2020
Source: (companiesmarketcap, 2023)
The market of the respective company is generally segmented in terms of the capacity of the people. The market types segmented for them are luxury, upscale, mid-scale, economy and upper upscale. Moreover, the target market of IGH is the people who are able to pay the fees of their luxury hotels. It is one of the few hotels to begin the luxury hotels in the domain and the brand never comprises the product or service quality as well.
The growth potential of the Intercontinental Hotels Group (IHG)
The respective business has experienced its strongest net growth in more than the last decade, on the basis of the financial report of 2019 which highlights a 5.6% increase. However, the global revenue of the business per available room immersed 0.3% for this year and around 1.8 % year-over-year.
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Figure: CAGR of Intercontinental Hotels Group
Source: (Harrison et al., 2012)
The above graph has been presented to highlight the compound annual growth rate of the respective company IHG. It can be seen from the graph that the overall CAGR has increased over the time period. The above graph indicates that the enhancement of CAGR has increased by 11% from 2003 to 2018.
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Figure: Operating profitability of IHG
Source: (ihgplc, 2021)
The above graph highlights the operating profitability of the IHG. The above graph indicates that the overall operating profit of the business has increased from 2017 to 2019. The rate was highest in 2020 and it was $865 Million.
The financial commitment of the CSR of IHG 
The online sustainability management aspect of the business is IHG Green Engage; which highlights the way their hotels can mitigate the influence of the local atmosphere by utilising less energy as well as conserving water to reduce waste materials. The Academy of IHG is considered a collaboration where they connected with community groups and education providers around the world by giving local people the scope to improve employee perspectives and skills. It is one of the ways for opening the doors as well as making opportunities for all (Harrison et al., 2012). They invest a huge amount of money in this particular aspect which can help them to make a good brand image for their consumers. They will work for improving the lives of 30 million people in communities all over the world.
Accor International
Revenue Margin of Accor International: This hospitality company is a multinational hospitality sector that franchises and manages multiple vacation properties, hotels, and various resorts worldwide. This is one of the biggest hospitality sectors within the whole of Europe and also the sixth biggest company worldwide. This specific hotel group generated more than 2.2 billion euros in the year 2021, which was an increase of 1.62 billion euros from the previous year (Hayes and Miller, 2012). 
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(Figure 2: Revenue Scale of Accor Group till 2020)
(Source: Hayes and Miller, 2012)
This picture indicates the revenue margin of the Accor group till 2020. In 2008, the revenue margin was elevated the most which indicate the financial performance of the Accor Group was significant. On the contrary, in the year 2020, the revenue line goes downwards as the negative consequences of the pandemic (companiesmarketcap, 2023).  
The market position of Accor International: 
The particular term market positioning is generally expressing the actual capability of a company in influencing its customers through its services along with products that are being presented within the marketplace. According to some authentic sources, it has been critically identified that the respective company Actor International follows one of the finest policies of the market positioning strategy which is the market penetration strategy. This specific strategy mainly concentrates on increasing products in the marketplace. The company basically sells various types of segmentations from luxury to the economy. However, the target market of the mentioned company is mostly business class travellers along with the leisure travellers, upscale and luxury, economy and mid-market segments. Moving ahead, Accor International is considered as worlds one of the leading hospitality sectors which mainly offers meaningful as well as unique experiences to customers through around 4800 hotels around the world. In addition to this, by depending on Accor International also involves some of the most famous chains involves Mercure, Novotel, Pullman, Fairmont and many others as well (Cottrell, 2010).
The growth potential of Accor International:
Apparently, the growth potential is referred to the future ability of a business entity in generating a large number of revenues and profits, expansion of the business workforce as well as its increasing level of production. Moreover, the growth potential of Accor International can be calculated by using a particular method of making a division of the current value to the previous value accordingly. Therefore, the final outcome of the growth percentage is always expressed as a percentage. Hence, according to the information of the mentioned company it has been effectively detected that the company is willing to develop the actual number of their properties by 300 by the end of 2022. The net growth of Accor International has been reported as 3 % which is currently higher than 2021’s results. In 2021 the mentioned company has opened 15 brand new hotels and at the present time it has 35 active operating properties under the top known brands (Hill, 2022).
Financial commitment in the context of CSR of Accor International:
The term CSR or Corporate Social Responsibility refers to some specific action and commitment of a business entity that it has played or will continue to play in future for the sake of maintaining its impact on the environment. Therefore, Accor International has committed that it will limit the carbon footprints out which releases out of its various business operations. The impact of the carbon footprint is so bad that it increases greenhouse gas as well as pollutes the planet. One of the other reasons to reduce the carbon footprint is to respond to the concerns of the travellers accordingly. The stated company has been also committed to removing all kinds of discrimination from their working environment. Moreover, Accor International has also taken initiative in providing eco-friendly soaps, recyclable bottles and towels, pillowcases and bedspreads for the sake of managing the sustainability aspects of the forests. In addition to this, the respective company has been more committed to the financial aspects such as it will meet a certain rate of expenses in the future time period for increasing the productivity of their businesses (accor, 2023). 
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Recommendation for Intercontinental Hotels Group (IHG)	
Major problems that the Intercontinental Hotels Group (IHG) is facing in the global market are fluctuations in the foreign currency and changes in legal views. These aspects are affecting the overall financial performance of the respective organisation while operating internationally. It is recommended that the IHG is required to prioritise outsourcing as it has the potential to minimise the operating cost of the respective organisation in foreign markets. Outsourcing will allow the IHG to utilise specialised outsourcing suppliers from local markets and form strategic alliances with them (Costa, 2021). Developing a positive relationship with local suppliers will allow the respective organisation to acquire raw materials and products at lower prices despite fluctuations in foreign currency. This will also allow the IHG to develop a better understanding of different legal views in different markets. These aspects will help the respective organisation to provide its offerings at lower prices compared to other hotels in the international market. Outsourcing has the potential to improve the CSR aspect of the Intercontinental Hotels Group as it will help to improve the employability of local suppliers while ensuring the well-being of local communities (Espino-Rodriguez and Taha, 2022). 
Recommendation for Accor International
Based on the comparison of IHG with Accor International in terms of their financial management approach, it can be recommended that Accor International is required to focus on its growth opportunities. The organisation is well-established in Europe and it is the leading market for the respective hotel organisation. However, the middle-east market along with India, Africa, and Turkey markets of Accor International require comparatively more strategic improvement. Africa is known for its ecology and environmentally rich aspects. It is recommended that Accor International introduce eco-tourism in the African market. This will help in utilising opportunities in the market while attracting more customers, ensuring the organisation's growth. Similarly, India and Turkey are culturally vibrant countries. Accor International is required to consider this for its strategic improvement and growth opportunities in the Indian and Turkey markets. Additionally, about 80% of the organisation's development projects globally include the refurbishment of existing buildings instead of developing new buildings, considering Accor International’s ESG commitments (Group Accor, 2022). It has the potential to have a major impact on the financial aspects of Accor International. This is because the cost of refurbishment is often high compared to developing a new building with the required amenities. Technology is the future of the hotel industry in the global market. It is recommended that the respective organisation utilise and invest in technical capabilities in order to grow its operations while ensuring positive guest experiences. 


[bookmark: _Toc125974163]Conclusion
This above-mentioned segment has elaborated on all the important factors of financial management of two multinational hotel industries, Accor Group, and InterContinental Hotels.  The segment has compared certain financial activities regarding the business of these two hotel groups. The comparison was dependent on certain factors, such as revenue margin, market position, commitment to CSR, and growth potential. The context has also suggested certain recommendations for their future development in the future. 
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