[image: A black and yellow logo

Description automatically generated]
BMIH5007
Financial Management for the Hotel Industry
Business Report - Comparison of Two Hospitality Organisations





Nadeige Lewis
2126427
Tristan Hawkins


Table of Contents
Executive summary	1
Introduction	2
Discussion and Analysis	3
Total Revenue comparison	3
Market Position	4
Growth Potential	6
Financial Commitment to CSR	8
Recommendation	9
Conclusion	10
References	11


2

[bookmark: _Toc147533778]Executive summary
Financial management is essential for making wise financial decisions and for using borrowed funds effectively and efficiently. Any corporation has to have financial management. This paper compares and contrasts the two major companies in the hospitality sector, Premier Inn and Mandarin Oriental, in great detail. This report's primary goal is to assess how well their financial management strategies take into account important factors that have an impact on sustainability and financial success. This inquiry compares Premier Inn and Mandarin Oriental Hotel's market share, total revenue, financial commitment to CSR, and total revenue.

[bookmark: _Toc147533779]Introduction 
Financial management is the term used to describe the strategic planning, coordinating, organizing, and administration of financial operations inside an organization (Robert, 2021). It is essential to fiscal management and also comprises using management principles for the financial resources of a business. An international investment and management firm called The Mandarin Hotel Group is the owner of upmarket accommodations in well-known cities all over the world. The Group, which started with Asian-based establishments and developed into a global brand 60 years ago, now operates 36 hotels and 9 residences in 24 countries and territories, all of which capture the Group's oriental heritage, indigenous culture, and distinctive design (Richard, 2019). Premier Inn is the largest hotel chain and constrained hotel system in the UK, with more than 72,000 rooms over 800 locations. It operates hotels in a variety of places, including downtown areas, suburbs, and airports, in order to compete with companies like Travelodge and IBSI hotels (Mathew, 2022). Whitbread established the company in 1987 under the name "Travel Inn" in order to compete with Travelodge. This report covers a wide variety of vital subjects and details the organization's significant financial management procedures and efforts.





[bookmark: _Toc147533780]Discussion and Analysis
[bookmark: _Toc147533781]Total Revenue comparison 
Mandarin Oriental Hotel
The Mandarin Oriental is well known for its high-end and opulent products, which include luxurious hotels, outstanding cuisine, and specialized services. The average income per room is significantly greater because of this unique placement. The most recent financial reports from Mandarin According to Oriental, the business's actual revenue is $0.45 B. The company increased its revenue from $0.31 billion in 2020 to $0.45 billion in 2022. (Johnson & Melicher, 2022). It is important to highlight that the corporation only owns a small number of properties, which might lead to unpredictable revenue.
Sources of revenue: The Mandarin Oriental Hotel's main sources of income include event hosting, beverage and food offerings, wellness and spa offers, and hotel reservations. It constantly takes into account the perception of its brand to ensure premium pricing. In addition to the whole amount of income from associate, partnership, and managed hotels, combined revenue also includes the profit margin of the Group's affiliate hotels (Richard, 2019).
[image: ]Revenue Trends: The stability of the global economy and travel trends have an impact on the company's revenue trends. The luxury travel industry was badly impacted by COVID-19 in 2020, and the Mandarin Oriental Hotel saw a rise in income as a result of the industry's losses (Jefferson, 2020).




Figure: Revenue Trends
Source: (Richard, 2019)

Factors Driving Revenue Growth: The expansion of growing luxury markets, the maintenance of the company's unique brand image, and investments in providing great customer service are just a few of the elements that contribute to the company's revenue growth. Furthermore, future economic downturns and crises may result in a decline in Mandarin Oriental Hotel's income (McLaney & Atrill, 2023).
Premier Inn
One of the well-known hotel chains offering affordable services and a big market presence. Its network of properties is enormous. The company's $3.3 billion in sales in 2020 demonstrated its strengths as a result of its varied network and properties (McLaney & Atrill, 2023) (McLaney & Atrill, 2023).
Sources of Revenue: Due to higher occupancy rates, company growth, and a 54 percent rise in average income per room from £38.69 to £59.45 year over year, Premier Inn UK recorded a 50 percent rise in overall revenues to £2.5 billion. Hotels traditionally depend on four main sources of income: rooms, events and activities, food service, and supplementary services (Farmer & HOGUE, 2022) (Farmer & HOGUE, 2022). The effectiveness of each pillar will often determine the financial success of a facility in the hospitality industry. It focuses on providing clean, cozy lodging at reasonable prices.
Revenue Trends: The travel habits and economic variables of the frugal travelers have an impact on the company's sales patterns. Due to Covid, the income stream decreased in 2020, but when travel restrictions loosened in 2021, it started to recover. In its most recent financial reports, Premier Inn proprietor Whitbread recorded a statutory income of £2.6 billion, which is 27% higher than pre-pandemic levels (McLaney & Atrill, 2023).
Factor driving revenue growth: Due to higher occupancy rates, company growth, and a 54 percent rise in average income per room from £38.69 to £59.45 year over year, Premier Inn UK recorded a 50 percent rise in overall earnings to £2.5 billion. the capacity to grow into new markets while maintaining competitive pricing and offering consumers a constant level of service quality (Dragun, 2020). The organization may be impacted by the current economic climate and market saturation in the hospitality sector.
[bookmark: _Toc147533782]Market Position 
Mandarin Oriental Hotel 
The Mandarin Oriental Hotel Group, a well-known high-end luxury hotel chain, positioned itself by focusing on rich tourists looking for impeccable services and exclusive perceptions. Because of its prime location, the Mandarin Oriental Hotel is more appealing.
Market share: Compared to Premier Inn, it has a lower market share because of its special positioning. The company's main priorities are the scope and quality of its services. The market capitalization of Mandarin Oriental as of September 2023 is $2.14 billion. According to our research, this places Mandarin Oriental as the 3770th most valuable firm in the world (Antonio, 2021).
[image: ]
Figure: Market share of Mandarin Oriental hotel
Source: (Agwu, 2021)
Customer Demographics: Demographic segmentation is the first method of segmentation used by upscale hotels, such as Mandarin Oriental Hotel. Customers' occupations, income levels, ages, and family situations are very important to the hotel. High-income professionals, businesspeople, and their partners who are married or engaged, without kids or with older kids, are the target market for the hotel and its services. The two age ranges that Mandarin Oriental is interested in are 25–30 and 40–55 (Agwu, 2021).
Brand Perception: Organizations serving the industry and its patrons routinely recognize Mandarin for its excellent, award-winning service, stunning design and architecture, innovative gastronomy, comprehensive spas and wellness facilities, and quality control.
Premier inn
The business maintains a cost-effective business model, positioning itself as a practical choice for clients looking for cozy lodging without the extravagant expenditure associated with luxury hotels. It emphasizes affordability and accessibility.
Market share: Owing to its network of facilities throughout several nations, Premier Inn has larger market shares in the hospitality sector than Mandarin Oriental. In all, Premier Inn is used by 42% of hotel guests in the UK (Richard, 2019).
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Figure: Market share of Premier Inn
Source: (Farmer & Hogue, 2022)
Customer demographics: Families, business travelers, and tourists on a tight budget may all stay at Premier Inn if they're looking for a sensible and affordable lodging alternative. International travelers, who are mainly male and aged 25 to 54, make up the company's major customer base. Additionally, the business caters to leisure tourists, who are primarily female and between the ages of 25 and 44 (Jefferson, 2020). 
Brand perception: The Premier's brand image revolves around value, dependability, and ease of use. It is well known for providing affordable costs and consistently high-quality services. In the UK, 93 percent of hotel clients are aware of the Premier Inn brand.
[bookmark: _Toc147533783]Growth Potential
Mandarin Oriental Hotel Group
Industry and customer associations routinely bestow awards on Mandarin Oriental in recognition of its excellent, award-winning service, stunning design and architecture, innovative dining, combined spas and wellness facilities, and quality control. The premier inn can grow by expanding its business in developing indulgence markets including Europe, Asia, and the Middle East. There are a lot of wealthy tourists looking for exclusive and luxurious experiences in these areas (Mathew, 2022). When a firm enters a new market, it must ensure its success to maintain its brand image.
Expansion strategies: Mandarin Oriental Luxurious Hotel aims to increase its inventory of opulent vacation spots in Asia as well as in Europe for both annual and seasonal vacations. The Group has also identified the Caribbean US as an important region for future expansion. In recent years, Mandarin Oriental has increased its expansion by building its brand in key global regions. The corporation chooses to focus on a few key markets while carefully curating its portfolio as part of its mitigating risk strategy (Agwu, 2021). It frequently collaborates with a local real estate developer to verify its brand requirements.
Market opportunities: To grow its company, Mandarin Oriental continues to uphold its image as a cutting-edge pioneer in the premium hotel industry (Jefferson, 2020). In order to expand its market potential and build brand awareness, it provides amazing services to its customers.
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Figure: Market Growth of the Hospitality industry
Source: (McLaney & Atrill, 2023)
A potential barrier to growth: Maintaining distinctiveness is the key problem of expanding its activity in the new market. The luxury travel market is very competitive, and a downturn in the economy may affect demand.
Premier Inn
Its potential for growth lies in expanding internationally, primarily focusing on markets where tourists on a tight budget are prevalent. Its primary goal is to expand its global inexpensive hotel category.
Expansion strategy: The Premier Inn's growth strategy involves entering new markets through partnerships, acquisitions, and franchise agreements. It is concentrating quickly on expanding its real estate holdings globally.
Market Opportunities: There is a significant need for inexpensive lodging among business travelers and vacationers who are concerned about costs. With a CAGR of 11 percent during the anticipated period (2023-2030), the size of the world's largest luxury hotel business, projected at USD 126.54 bn in 2022, is likely to rise to USD 293.61 bn by 2030. (Cross, 2021). It can maintain its market position by guaranteeing its quality and offering reasonable prices.
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Figure: Market Opportunities of Oriental Hotel
Source: (McLaney & Atrill, 2023)
A potential barrier to growth: The business must contend with other low-cost hotel chains as well as prospective market penetration in wealthy nations. By keeping its prices and service levels competitive, it can ensure its long-term growth (Antonio, 2021).
[bookmark: _Toc147533784]Financial Commitment to CSR
Mandarin Oriental Hotel Groups 
The hotel makes clear its strong dedication to CSR initiatives, particularly in the fields of community involvement, sustainability, and moral business conduct.
Sustainability practices: The business has implemented a wide range of environmentally responsible practices, such as trash management, energy-saving technologies, and eco-friendly services. The Mandarin Oriental Hotel contributes to regional preservation initiatives in the areas in which it conducts business (Richard, 2019).
Community engagement: The business regularly participates in local community projects such as employment training, job preservation, and charitable endeavors. In every place, it fights to be a responsible corporate citizen.
Ethical business practices: It upholds honesty, fairness, and integrity in all of its interactions and business dealings. It backs programs that protect the environment, enhance it, and act as responsible residents (McLaney & Atrill, 2023).
Premier Inn
Premier's CSR program is less developed than that of the Mandarin Oriental Hotel. Compared to the Oriental Hotel, its investment is considerably lower.
Sustainability practice: It recently set a precedent-setting industry-leading aim to reduce greenhouse emissions by 50% through 2025 and is going even further to eliminate all scope 1 and scope 2 emissions by the year 2040. (Robert, 2021).
Community engagement: By offering sponsorship, charity donations, and community outreach initiatives, Premier Inn interacts with the locals. Additionally, it makes a constructive contribution to the community in which it works.
Ethical business practices: The business is committed to achieving its goals and does it with honesty, fairness, and the payment of fair compensation. Mandarin places more focus on this feature than Premier Inn does (Jefferson, 2020).
[bookmark: _Toc147533785]Recommendation 
Mandarin Oriental Hotel
To maintain its status as a premium brand, the business must continually grow into newer regions while maintaining exclusivity. To protect its brand image, the company should put more of an emphasis on CSR initiatives, sustainability, and the highest standards of ethics.
Premier Inn
By maintaining the quality of its services and offering affordable prices, the corporation should implement its worldwide expansion plan in the budget-friendly market. In order to meet customers' expectations, the corporation should increase its investment in CES-related activities.


[bookmark: _Toc147533786]Conclusion 
Comparing Premier Inn and Mandarin Oriental Hotel demonstrates various financial management strategies that are impacted by their respective market positions and target markets. The Mandarin Oriental Hotel puts a strong emphasis on exclusivity, luxury, and high prices. The Premier Inn also took advantage of accessibility and cost by utilizing its sizable network of affordable lodgings. Both hotels have enormous development potential, while Premier offers lower CSR than Oriental hotels.
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