

[image: ]



Course Module: Financial Management for the Hotel Industry




Student Name: Rafique Ullah
Student ID: 2118398


Table of Contents
Introduction	3
The comparison of financial management of Marriott international and InterContinental Hotels Group	4
Total revenue	4
Target market and marketing strategy	4
Market position	5
Growth potential of the two organisations	6
Financial Commitment to CSR	7
Recommendations	8
Conclusion	9
References	10



[bookmark: _Toc134816351]Introduction 
The financial management can be defined as the activities of managing organisation’s cash, profitability, credit, and expenses so that it can carry out its objective as efficiently as possible (How and Lee, 2020). The main objective of financial management is to maximize the benefits of the owner. Financial management in hotel industry is not as complex as that of manufacturing firms. Being a service-oriented industry, hotel businesses generate the service instant and there is low requirement of credit allowed to customers. However, international hotel management is concerned with Management of various financial resources of organization and maintain has sound profitability for the shareholders (Akron et al., 2020).  The main purpose of this report is to compare the financial management of two large international hotel management the companies.  The companies are Marriott international and Intercontinental hotels group. 


[bookmark: _Toc134816352]The comparison of financial management of Marriott international and InterContinental Hotels Group
[bookmark: _Toc134816353]Total revenue
The revenue of Marriott international in 2022 was $20,773 million.  Revenue in the first quarter of 2023 was $5,615 million.  The revenue of 2022 has reached the pre-pandemic level.  During 2020 and 2021 financial year when the world was in massive lockdown due to the pandemic the revenue of the organization was decreased significantly by 50% from pre-pandemic years. In 2019, 2020, and 2021 the revenue of the organization was $20,972 million, $10,571 million, and $13,857 million respectively (Google Finance, 2023b). The reduction of revenue in 2020 and 2021 was due to the shutdown of international tourism business activities and movement of people within the country due to COVID-19 restrictions.  However, after lifting up of travel restriction in the end of 2021 from most of the regions in the world increased room occupancy and international travels (The Institute of Hospitality, 2021). The development increased the revenue generation of Marriott international.
The revenue of Intercontinental Hotels Group was $25.8 billion in 2022 which increased from $19.4 billion in 2021. The organisations pre-pandemic annual revenue was $27.9 billion in 2019 which decrease to $13.5 billion in 2020 (Statista Research Department, 2023). The revenue generation of the company was severely hit by the pandemic, but it started recovered from the losses in 2021. 
Data regarding the revenue of the two organisations shows that both of the organizations were severely hit by the pandemic as most of their operations were forced to shut down that leads to decreased revenue.  Marriott international couldn’t recover their pre-pandemic revenue level during 2020 and 2021 financial years but intercontinental hotels group started most of their operations in 2021 (Liu, 2022). 
[bookmark: _Toc134816354]Target market and marketing strategy 
Marriott International and IHG have their operations all over the world and operates thousands of properties of their own and privately owned. Both may your international and InterContinental Hotels Group operates different categories of hotel brands from luxury five-star hotels to budget hotels. The strategy helps them to operate in different market segments and provide diversified products and services. Marriott international provides luxury room services, conference facilities, budget hotel rooms, cultural and business functions, and many others. The main target market of Marriott international are people seeking luxury accommodations during their visit. The company has developed the demand for its products in different market segments. Ritz-Carlton hotels and JW Marriott are the luxury hotel brands of Marriott international that are providing luxury hotel rooms and accommodations to its customers. Marriott courtyards and Marriott conference centres are providing Over-the-road travellers and conference facilities to businesses and other organisations (The Institute of Hospitality, 2021). 
The target markets of IHG are business travellers, travellers with family, and wealthy people who require high quality products and services. The company has diversified its services according to different markets segments requiring different services. The company has categorised its hotel brands according to luxury and lifestyle, premium, essentials, and suites. Hotel Indigo, InterContinental hotels and resorts, and Regent Hotels and Resorts are some luxurious brands. The premium segments include brands like Crowne Plaza Hotels and Resorts, Voco, and Even Hostels (Becerra-Vicario et al., 2022). 
[bookmark: _Toc134816355]Market position 	
Marriott international and IHG are two of the largest hotel management business in the world with market capitalisation of $53.98 billion and $11.91 billion respectively (Google Finance, 2023b). It shows that Marriott international is far more valuable country than Intercontinental Hotels group according to market capitalisation. The market capitalisation of Marriott international has increased 12.42% from the previous year when the market capitalisation stood $42.12 billion. Currently, The Company’s share is trading at more than $170 per share. On the other hand, IHG has achieved 16.3% increase in market capitalisation from $10.24 billion in 2022. Currently, The Company’s share is trading at around $70 per share (Google Finance, 2023a). 
Total assets and total liabilities of Marriott International in 20222 were $24.82 billion and $24.25 billion respectively. Total amount of outstanding share of the organisation was $308.12 million and the total equity of the organisation was $568 million in 2022. Return on asset and return on capital was 8.62% and 17.67% respectively in the previous year (Google Finance, 2023b). 
On the other hand, total assets and total liability of IHG in 2022 was $4.22 billion and $5.82 billion respectively. The company has a negative total equity at $1.61 billion and total share outstanding was $174.74 million in 2022. Return on assets and return on capital in 2022 was 9.70% and 28.14% respectively (Google Finance, 2023a). 
From the balance sheet of two organisations, IGH has a high return on assets and capital compared to Marriott international. However, IGH faced high decrease in cash and short-term investments, total assets in that year. The management of the organisation should take steps to increase assets and investments to enhance profitability in the current year. 
[bookmark: _Toc134816356]Growth potential of the two organisations
The hotel management sector is expected to grow in the coming decade as the restrictions of pandemic have lifted up and increased business travellers in Asia-Pacific region. The global hospitality market is expected to grow at a compound annual growth rate of more than 10% until 2026 (Nicholls, 2023). In the developing nations, the increase in economic activities has increased businesses and business travellers. It is also boosting the tourism sector and increasing international and national tourism is boosting the hotel management industry. Both organisations are going to enjoy moderate growth over the coming decades, but they need to increase investments for adding new services, products, and reorganise the overall business process. Strong financial control and better financial management can help these organisations to develop new services and products and add value to existing products and services (Shin et al., 021). 
Marriott international has already taken expansion policy to enhance its growth in luxury hotel sector and the market outside the US. In its expansion policy, the company confirmed the addition of 65,000 new rooms in 394 properties worldwide.  It included conversion of 17,500 old rooms with new decorations and facilities and 40,000 rooms in international markets. The company has also taken a massive development program to add 496,000 new rooms worldwide. It has started the construction of 1009 properties with approximately 200,000 rooms that will complete in the coming years (Nicholls, 2023). The expansion will help the business to attract new customers and provide better quality services. The company is also working to enhance franchisees and partnering with property owner to add rooms. The company is facing numerous challenges in financing the projects as the global financial condition is in bad shape due to economic unrest in major economies in the world as well as the UK and the USA. 
Intercontinental Hotels Group is also taking investment initiative in various strategic projects to strengthen brand portfolio and build trust among the stakeholders. The company is also expecting high growth potential in its business operation in coming decade. Different brands within the group have initiated to add hundreds of new properties in the UK’s market and worldwide. The largest hotel brand of the Group, Holiday Inn Express, has added hundreds of new properties and expected to increase their operational capacity by more than 20% in 2022. Avid Hotels, another large and significant brand of IHG has opened their 60th hotel in 2022 and expected to add more properties this year. Moreover, Atwell Suits, Staybridge Suits, and Candlewood Suits are expected to open more than 250 new hotels in coming years (InterContinental Hotels Group PLC, 2023). 
[bookmark: _Toc134816357]Financial Commitment to CSR
Corporate social responsibility has become more important for organisations as increasing awareness of environmental sustainability, corporate ethics and morale, and increasing income inequalities in the world. Both Marriott and IHG have their own CSR policy and commitments to achieve sustainability and enhance brand value (Becerra-Vicario et al., 2022). Both organisations have committed significant number of resources and labour to achieve the goals and objectives of their CSR. 
Marriott International has launched its CSR program called Serve 360 and committed to reduce water, consumption by 15%, carbon emission by 30%, reduce waste by 45%, and reduce food waste by 50% by 2025 (Marriott, 2023). The company committed vast number of financial resources including 15 million associate volunteer hours. 
IHG has also committed to invest large amount of financial and non-financial resources to achieve sustainable business operation. The company has launched its policy named Journey to Tomorrow in 2020 (Franco et al., 2020). It is a ten-year plan to be executed and achieve sustainable development goals by 2030. The policy will be focusing on five key areas such as people, waste management and reduction, communities, carbon and energy, and water. 
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Recommendations
After the evaluation of financial management strategy of Marriott and IHG, there are some areas where these businesses should put more effort to enhance their capability to serve diversified needs of customers. The changing business environment is also changing the behaviour and expectations of customers and rapidly changing digital technologies are posing new threats and opportunities for these organisations. Some recommendations regarding opportunities for growth for both organisations are as follows. 
· Marriott international should increase partnership with private property owners and developers rather developing its own properties which requires high long-term capital investments and may reduce the organisations ability to increase return on investment. 
· Intercontinental Hotels Group should increase their operation outside the western countries and add new properties and hotels in Asia especially in India and ASEAN countries. 


[bookmark: _Toc134816359]Conclusion
Every organisation requires sound financial management to increase profit margin and return on investment. Being a service-oriented industry, hotel management businesses require less working capital but require high long-term investments in developing physical infrastructures such as buildings, transportation, and IT facilities. Hotel management firms may also go into contracts with private developers and property owners and these contracts needs to carefully handle to maintain sound profitability (Úbeda-García et al., 2021). Through this comparison between Marriott International and Intercontinental Hotels group, the understanding about the financial management and financial strategy can be evaluated and identify how these organisations is planning for their future operations.
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