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[bookmark: _Toc135069166]Introduction
The presence of strong and sound financial management is important for all types of business organisations. Financial management indicates the application of management concepts for budgeting and forecasting as well as managing and controlling the financial resources of an organisation to accomplish desired goals and objectives. It aims in the maximisation of the profit of investors through the optimisation of the money usage of an organisation and is connected to areas such as expenses, cash, credit and profitability. This report is a business report that conducts a comparison of the approaches to financial management in two largest global hospitality organisations – InterContinental Hotels Group (IHG) and Marriott International. A range of aspects such as revenues, market position, profitability and others of the two organisations are going to be compared to understand the approaches to financial management in these two hospitality organisations.

[bookmark: _Toc135069167]Background of the two organisations
InterContinental Hotels Group (IHG) and Marriott International are the two most popular and significant players in the global hospitality industry. IHG operates in above 100 nations worldwide with 345000 colleagues for delivering true hospitality for the good of people (IHG, 2023). The organisation has been in operations for 200 years now. It was started back between the years 1777 and 1899 in a brewery. IHG currently has 914928 rooms present worldwide alongside the presence of 6179 hotels. On the other hand, Marriott International is a hospitality organisation that offers the strongest portfolio within the industry with more than 8500 properties and 31 brands (Marriott International, 2023). The organisation operates in more than 138 nations and territories by providing people more ways for connecting, expanding and experiencing the world.

[bookmark: _Toc135069168]Comparison of the financial management of Marriot International and IHG
According to Mazur et al. (2021), one of the key success factors in all business organisations is their financial management. In this context, Drury (2015) stated that financial management in organisations involves a range of aspects and elements. These aspects and elements include utilising capital for increasing shareholder wealth, ascertaining continuity of business, allocating assets and considering risks and returns. The following is a detailed comparison of the financial management in Marriott International and IHG based on a range of aspects –
Total Revenue
Total revenue refers to the total sum of money a business generates from the sale of its products and services over a specific period (Hayes and Miller, 2012). It is also known as gross revenue. In hospitality organisations, especially hotels and resorts, sources of revenue generation are considerable, which include base management fees, franchise fees, revenue from owned, leased and managed lease hotels and others. The following table shows the breakdown of the total revenue of IHG for the past three years –
	Details
	2022
(in $ million)
	2021
(in $ million)
	2020
(in $ million)

	Revenue from fee business
	1449
	1153
	823

	Revenue from owned, leased and managed lease hotels
	394
	237
	169

	System fund revenues
	1217
	928
	765

	Reimbursement of costs
	832
	589
	637

	Total revenue
	3892
	2907
	2394


Table 1: Total revenue of IHG
(Source: InterContinental Hotels Group plc, 2023)
On the other hand, the following table shows the breakdown of the total revenue of Marriott International for the past three years –
	Details
	2022 
(in $ million)
	2021
 (in $ million)
	2020 
(in $ million)

	Base management fees
	1044
	669
	443

	Franchise fees
	2505
	1790
	1153

	Incentive management fees
	529
	235
	87

	Gross fee revenues
	4078
	2694
	1683

	Contract investment amortization
	-89
	-75
	-132

	Net fee revenues
	3989
	2619
	1551

	Owned, leased and other revenue
	1367
	796
	568

	Cost reimbursement revenue
	15417
	10442
	8452

	Total revenue
	20773
	13857
	10571


Table 2: Total revenue of Marriott International
(Source: Marriott International, 2023)
The comparison of the total revenue of Marriott International and IHG shows that their total revenue was the lowest in 2020. A consistent increase has occurred in their total revenue from 2020 to 2022. However, amongst the two hospitality organisations, better and higher revenue has been earned in Marriott International. This proves that the total revenue of Marriott International is superior as compared to that of IHG.
Profitability
The term profitability can be defined as the degree or the level to which a business organisation is able to yield financial gains or profit (Guilding, 2013). There are different aspects from which profits is generated in business organisations, which include profit from operations, net profit, profit from capital employed alongside profit from assets and equity. The following is a detailed calculation of the profitability of IHG in the past three years –
	Details
	Formula
	2022
	2021
	2020

	Operating profit ratio
	Operating profit / Total sales revenue * 100
	628 / 2892 * 100
= 16.13566
= 16.14%
	494 / 2907 * 100
= 16.99346
= 16.99%
	- 153 / 2394 * 100
= - 6.39098
= - 6.39%

	Net profit ratio
	Net profit / Total sales revenue * 100
	376 / 2892 * 100
= 9.660843
= 9.66%
	265 / 2907 * 100
= 9.115927
= 9.12%
	- 260 / 2394 * 100
= - 10.8605
= - 10.86%

	Return on capital employed (ROCE)
	Operating profit / Capital employed * 100
	628 / 4216 – 1544 * 100
= 23.50299
= 23.5%
	494 / 4716 – 1624 * 100
= 15.97671
= 15.98%
	- 153 / 5039 – 1867 * 100
= - 4.82346
= - 4.82%

	Return on assets (ROA)
	Net profit (or income) / Total assets
	376 / 4216 * 100
= 8.918406
= 8.92%
	265 / 4716 * 100
= 5.619169
= 5.62%
	- 260 / 5039 * 100
= - 5.15975
= - 5.16%

	Return on equity (ROE)
	Net profit (or income) / Total shareholders’ equity
	376 / 1608 * 100
= 23.38308
= 23.38%
	265 / 1474 * 100
= 17.97829
= 17.98%
	- 260 / 1849 * 100
= - 14.0617
= - 14.06%


Table 3: Profitability ratios of IHG
(Source: Created by the learner)
On the contrary, the following is a detailed calculation of the profitability of Marriott International in the past three years –
	Details
	Formula
	2022
	2021
	2020

	Operating profit ratio
	Operating profit / Total sales revenue * 100
	3462 / 20773 * 100
= 16.66586
= 16.67%
	1750 / 13857 * 100
= 12.629
= 12.63%
	84 / 10571 * 100
= 0.794627
= 0.79%

	Net profit ratio
	Net profit / Total sales revenue * 100
	2358 / 20773 * 100
= 11.35127
= 11.35%
	1099 / 13857 * 100
= 7.93101
= 7.93%
	- 267 / 10571 * 100
= - 2.52578
= - 2.53%

	Return on capital employed (ROCE)
	Operating profit / Capital employed * 100
	3462 / 24815 – 7339 * 100
= 19.81003
= 19.81%
	1750 / 25553 – 6407 * 100
= 9.14029
= 9.14%
	84 / 24701 – 5752 * 100
= 0.443295 
= 0.44%

	Return on assets (ROA)
	Net profit (or income) / Total assets
	2358 / 24815 * 100
= 9.502317
= 9.5%
	1099 / 25553 * 100
= 4.300865
= 4.3%
	- 267 / 24701 * 100
= - 1.08093
= - 1.08%

	Return on equity (ROE)
	Net profit (or income) / Total shareholders’ equity
	2358 / 568 * 100
= 415.1408
= 415.14%
	1099 / 1414 * 100
= 77.72277
= 77.72%
	- 267 / 430 * 100
= - 62.093
= - 62.09%


Table 4: Profitability ratios of Marriott International
(Source: Created by the learner)
The evaluation and analysis of the profitability of Marriott International and IHG indicates that the profitability of both the hospitality organisations were negative in 2020. However, the profitability of the two organisations has improved steadily from 2020 to 2022. The comparison of the profitability of Marriott International and IHG however shows that Marriott International has a better profitability. This is because all the operating profit ratio, net profit ratio, ROA as well as ROE of this organisation is higher for this organisation. Only the ROCE of IHG is better as compared to Marriott International in 2021 as well as 2022. Thus, similar to total revenue, Marriott International shows a better profitability than IHG.
Market Position and Stability
The term market positioning indicates the capacity of influencing the perception of consumers about a specific product or brand as compared to those of competitors (Kaleka and Morgan, 2019). An objective underlying in market positioning is establishing an identity or image of any product or brand for being perceived by consumers in a specific way. The evaluation of the market position and stability of Marriott International and IHG indicates that as of quarter 1 of 2023, Marriott International showed a market share of 18.57% (CSIMarket, 2023). However, the market share of IHG turned out as 3.21% during this period. These figures indicate that the market position of Marriott International is also better, since the organisation has a better market share.
The comparison of the product attributes and benefits of the two organisations indicate that both of them have good product attributes and benefits. However, the attributes and benefits of the products of Marriott International are better than that of IHG. The product price charged by Marriott International is higher while IHG charges much lesser prices. However, if product quality is considered, Marriott International overtakes IHG yet again. The product use and application are almost the same for both the organisations with the main competitors being Host Hotels and Resorts, Hilton Worldwide Holdings, Wynn Resorts Limited, Park Hotels and Resorts and Hyatt Hotels. Therefore, on an overall basis, the overall market position and stability is good in both Marriott International and IHG. However, Marriott International has a much better market position and stability.
Growth Potential 
The growth potential of an organisation is also one of the key aspects of its performance and success. Revenue growth and market share growth are the few main aspects that help in evaluating the growth potential of an organisation (Edwards, 2021). The evaluation of the total revenue of Marriott International and IHG indicate that the revenue growth in IHG between 2020 and 2022 has been 62.57% (CSI Market, 2023). However, the revenue growth in Marriott International during this period has been 96.51%. Conversely, if the market share of the two organisations is considered, it can be seen that in the first quarter of 2023, IHG had a growth in market share by 3.21%. However, Marriott International had a growth in market share worth 17.57%. Similarly, the profit growth of IHG between 2020 and 2022 has been 244.62% while that of Marriott International has been 983.17%. Therefore, from all aspects, the growth potential present in Marriott International is much better as compared to that of IHG.
Financial Commitment to CSR and sustainability 
According to Fatima and Elbanna (2023), corporate social responsibility or CSR is a broad concept of business. It explains the commitment of a company in carrying out their business in an ethical manner. This means that a company must be able to manage its business processes and take into account its social, environmental and economic impacts while considering the rights of humans. In both Marriott International and IHG, CSR is an important aspect. The consideration of the financial commitment of IHG shows that the organisation operates with a range of hotels and thousands of communities across the world while touching millions of people each day (IHG, 2023). It is a responsible business focusing on making its hotels greener and creating positive impacts on the community. However, Marriott International has a higher commitment to CSR. The organisation has a different platform named as Serve 360 that focuses on doing well in every direction (Marriott International, 2023). Nurturing, sustaining, empowering and welcoming are the four key aspects on which Marriott International focuses as a part of its CSR. Socially responsible investments are made by both the organisations.
Sustainability, in the modern times, is a concept of business that focuses on the future growth of a business organisation and its survival (Hanaysha et al., 2022). In the modern times, the sustainability concept relies on the triple bottom line or TBL approach. This approach emphasises on the importance of having similar focus on the environment, stakeholders and the profits earned in an organisation for maintaining its long-term viability. A range of sustainability programmes have been adopted by both Marriott International and IHG. The organisations focus on both its people and the planet by ensuring stakeholder engagement, reduction of carbon footprints and others. Both these organisations are focused on their profit as well. However, if the profits are considered, Marriott International has a much better profit generating capacity than IHG. Thus, even based on financial commitment to CSR and sustainability, Marriott International shows a better performance.

[bookmark: _Toc135069169]Recommendations to Marriot International and IHG
Depending on the findings above, as IHG is determined to have a poorer performance and financial management as compared to Marriott International, opportunities of growth is recommended to be adopted in IHG. The organisation should identify and exploit various new growth opportunities, which include market development and product development. Market development and product development is going to help IHG in maximising revenue and profits while enhancing its market share and position. However, Marriott International is recommended to consider and exploit the potentials for outsourcing. Outsourcing services such as booking management, accounting and others can help the organisation in establishing strong cost control, thereby enhancing its profitability further.

[bookmark: _Toc135069170]Conclusion 
Therefore, from this business report, it can be concluded that there are strong financial management approaches adopted in both these largest global hospitality organisations. Strong financial management could also be derived in these two organisations in the past three years. However, it could be determined that the revenues earned in Marriott International are much better and higher in Marriott International. On an overall basis, it could be determined that Marriott International also has a better growth potential, profitability, market position and stability along with CSR and sustainability. The recommendations provided in this report can help both Marriott International and IHG to improve their performance and accomplish success.
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