Task 4: Revenue and Cost Drivers - Mohammed
Marriott International Inc.

Revenue Drivers
Marriott Inc., major revenue drivers include Based Management Fees (Base and incentive management fees earned from hotel management services), Franchise Fees (application and royalty fees for the use of Marriott Inc., franchise and brand names), Owned, Leased, and other Revenue ( rent and fees earned from Marriott’s owned hotels accommodation and services from guest), Cost Reimbursement Revenue (reimbursement of costs incur on behalf of the managed, franchised, and licensed properties), and Incentive Management Fees.

Revenue is driven as RevPAR * No. Rooms where, 
 RevPAR is the function of ADR (price impact) * Occupancy (volume impact)
Note that for each of the segments, North America (full service, limited service), APAC and Other international, RevPAR, Room count Occupancy and ADR are reported by the company. These will be forecasted based on historical trend analysis.
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Large portion of Marriot’s cost is the reimbursed expenses which is directly related to reimbursed revenue. Management and franchise related operating expenses will have be derived as a % of revenue.


Base Management Fees
· Increasing trend over the years with growth rates of 51.02% and 56.05% for 2021 and 2022 respectively - see excel sheet.
· Contributes about 4.19%, 4.83% and 5.03% to gross revenue for 2020, 2021 and 2022 respectively - refer to diagram below. 
· Higher base management fees contribute positively to the gross revenue growth.
Franchise Fees
· Increasing trend over the years with 2020 ($1,153m), 2021 ($1,790m) and 2022 ($2,505m) - see excel sheet. 
· Contributes about 10.91%, 12.92% and 12.02% for 2020, 2021 and 2022 respectively to gross revenue - refer to diagram below.
· Growing franchise fees have a significant positive impact on gross revenue.
Incentive Management Fees
· Increasing trend over the years 2020 ($87m), 2021 ($235m), 2022 ($529m) - see excel sheet. 
· Contributes about 0.82%, 1.70% and 2.55% for 2020, 2021 and 2022 respectively to gross revenue - refer to diagram below.
· One of the least revenue drivers and the rise in incentive management fees positively influences gross revenue.
Owned, Leased, and other Revenue.
· Increasing trend over the years growing significantly from 40.14% in 2021 to 71.73% in 2022 - see excel sheet
· This type of revenue contributes to the overall growth of gross revenue.
· Contributing about 5.37%, 5.74% and 6.58% for 2020, 2021 and 2022 respectively to gross revenue - refer to diagram below.
Cost Reimbursement Revenue.
· Increasing trend over the years with $8,452m for 2020, $10,442m for 2021 and $15,417m for 2022 - see excel sheet.
· Cost reimbursement revenue has a substantial positive impact on gross revenue, and it is the highest revenue driver for Marriott Inc., over the years.
· Contributing more than three-quarters of the entire revenue for Marriott thus. 79.95%, 75.36% and 74.22% for 2020, 2021 and 2022 respectively - refer to diagram below.





Overall, Marriott’s revenue streams have been robust with the cost reimbursement driver contributing three-quarters of the entire revenue. Moreover, each revenue driver is experiencing positive growth resulting in a significant increase in gross revenue over the years.

Major Cost Drivers

Three Major Cost Driver have been identified. The diagram below summarizes the percentage impact of each cost driver on revenue.
Owned, Leased, and other-direct Cost.
· Increasing trend over the years $677m (2020), $734m (2021), $1,074m (2022) - see excel sheet.
· Decreasing trend in terms of impact on revenue (6.40%, 5.30% and 5.17% for 2020, 2021 and 2022 respectively) - refer to diagram below. 
· Negatively correlates with the increasing trend in gross revenue over the same period.
General, Administrative, and other Cost
· Increasing trend over the years $762 (2020), $823 (2021), $891 (2022) - see excel sheet.
· Decreasing trend in terms of effect on revenue (7.21%, 5.94% and 4.29% for 2020, 2021 and 2022 respectively) - refer to diagram below. 
· Negatively correlates with the increasing trend in gross revenue over the same period.
Reimbursed Expenses:
· Major cost driver with increasing trend over the years $8435m (2020), $10322m (2021) and $15,141m (2022) - see excel sheet. 
· Taking on average 75% of Revenue over the years.
· Decreasing trend in terms of effect on revenue (79.79%, 74.49% and 72.89% for 2020, 2021 and 2022 respectively) – refer to diagram below. 
· Negatively correlates with the increasing trend in gross revenue over the same period.
· NOTE: This cost item is reimbursed as revenue stream for the company which ends up cancelling out each other.




Peer Comparison and Summary
· The cost drivers correlate negatively with the increasing trend in gross revenue. 
· Overall, the correlation suggests that as the cost drivers decrease, they tend to have less corresponding impact on Marriott’s gross revenue.
· A comparison to Hyatt Hotels Corporations indicates that, just like Marriott Inc., the major revenue driver of Hyatt is their 'revenues for the reimbursement of costs incurred on behalf of managed and franchised properties' contributing more than half of the total revenue.
· Hyatt costs have been growing over the period to the extent they have been making net losses for 2020 and 2021 but improved marginally in 2022. 
· The revenue drivers increased substantially in 2022 which offset the increased costs. 

· Generally, Marriott Inc., is relatively healthier financially vis-à-vis Hyatt Hotels Corp.

Johnson and Johnson (J&J)
Major Revenue Drivers

Each of the three segments, Consumer, Pharmaceuticals and Medical Devices have sub segments with product lines like Remicade, Darzalex , Stelara and Tremfya  or Surgery, Orthopaedics and Intervention solutions. All of these lines have US & International sales. US revenue can be driven by annual growth rates, international revenue growth has two components, organic growth and currency impact.

Cost Drivers – as % of revenue (trend analysis)
· Selling, Marketing and Administrative Expenses
· Research and Development Expenses
· In-process research and development
· Cost of products sold
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J&J revenue mainly comes from sales of three major product segments, consumer health, pharmaceutical, MedTech Segment products. Pharmaceutical segment products constitute about 55% ($52.6m) of total sales, followed by MedTech segment products’ sales ($27.4m) with Consumer health segment products’ sales amounting to $15m in 2022 (Financial Statement Report, 2022).

· J&J sales (revenue) increased in nominal terms from $93775m in 2021 to $94943m in 2022 - see excel sheet.
· However, in growth terms, the sales dropped to 1.3% in 2022 as compared to 13.6% growth in 2021. 
· The dropped in sales growth in 2022 (according its Financial Statement Report, 2022) was due to three variables thus:
· Sales volume dropped from 12.9% in 2021 to 6.9% in 2022.
· Sales price also marginally dropped - $0.7 per unit in 2021 to -$0.8 per unit in 2022.
· Fluctuation in currency depreciated from 2021 figure1.4 to -4.8 in 2022.
All resulting in a total sales decrease of 1.3% (2022) from the 13.6% recorded in 2021.

Major Cost Drivers
Three major cost drivers identified include cost of products sold, Selling, Marketing & Administrative cost and research and development expense.
Cost of Products Sold
· The cost of products sold grew in 2022 by 4.13% from 5.02% in previous year and in absolute figures from $29,855m in 2021 to $31,089m in 2022 - see excel sheet.
· Fluctuating trend in terms of percentage of cost of products sold on revenue (34.42%, 31.84% and 32.74% for 2020, 2021 and 2022 respectively) - refer to diagram below. 
· Varies correlates with the increasing trend in gross revenue over the same period.
· The increased in cost of products sold is primarily driven by:
· “One-time COVID-19 vaccine manufacturing exit related costs
· Currency impacts in the pharmaceutical segment
· Commodity inflation in the MedTech and Consumer Health segments partially offset by
· Supply chain benefits in the Consumer Health segment”, (Financial Statement Report, 2022).
Selling, Marketing & Administrative Cost
· Selling, Marketing & Administrative cost also grew marginally in absolute value from $24,659m in 2021 to $24,765m in 2022 but substantially decreased in growth from 11.66% in 2021 to 0.43% in 2022 - see excel sheet. 
· Decreasing trend in terms of percentage of selling, marketing and administrative expenses on revenue (26.74%, 26.30% and 26.08% for 2020, 2021 and 2022 respectively) - refer to diagram below. 
· Negatively correlates with the increasing trend in gross revenue over the same period.
· The Selling, Marketing and Administrative Expenses increased (absolute terms)/decreased (grow rate) was also driven by “Reduction of brand marketing expenses in the Pharmaceutical and Consumer Health businesses.”
Research and Development Expenses
· Research and development expenses, however dropped marginally from $14,714m in 2021 to $14,603m in 2022 - see excel sheet. 
· Fluctuating trend in terms of percentage of research and development expense on revenue (14.72%, 15.69% and 15.38% for 2020, 2021 and 2022 respectively) - refer to diagram below. 
· Varies in correlates with the increasing trend in gross revenue over the same period.

	
	




	
	



Peer and Industry comparison
· Pfizer, a close competitor to J&J, observed nominal grow in revenue to $100,330m in 2022 from $81,288m in 2021, however in terms of growth rates, it substantially dropped from the previous year 95.16% to 23.43% in 2022.
· Pfizer cost of products sold also significantly dropped in growth terms to 11.43% in 2022 from 263% in 2021 while research and development expense also decreased from 18.96% growth in 2021 to 10.31% growth.
· According to a 2023 article by zoomrx.com, the top fifteen pharmaceutical companies experienced collective revenue growth of around 9%. 
· It concluded that “the pharmaceutical industry has encountered significant challenges in 2022, but leading manufacturers have demonstrated adaptability in response to market changes. COVID-19 revenues have been a crucial growth driver in 2022.” (zoomrx.com, 2023)
Therefore, J&J appears to be doing averagely below its competitors particularly in 2022.

Reference
Zoomrx.com, (May 2023). 2022 Earnings Story of Pharma Giants: A Look at Their Financials, R&D, and M&A Strategies. https://blog.zoomrx.com/2022-earnings-story-of-pharma-giants/#:~:text=In%202022%2C%20the%20top%20fifteen,with%20a%20robust%20oncology%20portfolio. 

% of each cost driver on revenue

2022	Cost of Products Sold   	Selling, Marketing and Administrative Expenses  	Research and Development Expense  	In-process Research and Development (Note 5)   	0.32744910103957109	0.26084071495528899	0.15380807431827517	8.2470534952550478E-3	2021	Cost of Products Sold   	Selling, Marketing and Administrative Expenses  	Research and Development Expense  	In-process Research and Development (Note 5)   	0.31836843508397761	0.26295921087709945	0.15690749133564383	9.59744068248467E-3	2020	Cost of Products Sold   	Selling, Marketing and Administrative Expenses  	Research and Development Expense  	In-process Research and Development (Note 5)   	0.34421921921921922	0.26741257386418676	0.14723190932868352	2.1917078368691272E-3	



Each Revenue Driver's Contribution to Revenue

2022	Base Management Fees 	Franchise Fees 	Incentive Management Fees  	Owned, Leased, and other Revenue  	Cost Reimbursement Revenue	1044	2505	529	1367	15417	2021	Base Management Fees 	Franchise Fees 	Incentive Management Fees  	Owned, Leased, and other Revenue  	Cost Reimbursement Revenue	669	1790	235	796	10442	2020	Base Management Fees 	Franchise Fees 	Incentive Management Fees  	Owned, Leased, and other Revenue  	Cost Reimbursement Revenue	443	1153	87	568	8452	



% of Each Cost Driver effect on Revenue

2022	Owned, Leased, and other-direct   	Depreciation, Amortization, and other   	General, Administrative, and other   	Reimbursed Expenses	5.1701728204881336E-2	9.2909064651229955E-3	4.2892215857122225E-2	0.72887883310065948	2021	Owned, Leased, and other-direct   	Depreciation, Amortization, and other   	General, Administrative, and other   	Reimbursed Expenses	5.2969618243487046E-2	1.587645233456015E-2	5.9392364869740928E-2	0.74489427726059032	2020	Owned, Leased, and other-direct   	Depreciation, Amortization, and other   	General, Administrative, and other   	Reimbursed Expenses	6.4043136883927723E-2	3.2731056664459371E-2	7.2084003405543468E-2	0.79793775423327973	
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Comparable Systemwide US & Canada Properties

‘Three Months Ended Decomber 31, 2022 and December 31, 2021

REVPAR Occupancy
Brand 027 ve 7R 2022 ve.2091 _ 2022 e 2021
W Mariol $20105  220% 676% 68% pis §29740  96%
The Ritz-Carlon 532738 120% 640% 44% pls. $51153  42%
WHotels $28142  153% 620% 52% ps SO 56%
Composite US & Canada Luxury! $26765 17.3% 662% 6.0% pts. $40402  66%
Marrot Holels $12275  350% 621% 90% pls. $19773  155%
Sheraton $10663  375% 599% 100% pis. SI7B16  146%
Westn $14B46  310% 650% 90% pls $22849  128%
Composite US & Canada Promium? $13000  326% 634% 94% pis. $20599  128%
US & Canada Full-Service® $14607  290% 635% 90% pis. $2043  107%
Courtyard $9888  217% 646% 41% pis  $15300  139%
Residence Inn $H521  139% 723% 08% pis  $15932  127%
Faifeld by Mariot $6266  147% 656% 28% pis. $12598  08%
Composite US & Canada Limited-Service  $98.45  182% 673% 30°% pis. $14632  130%
US & Canada - Al S1B48  236% 657% 55% pis. $18039  132%




