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1. Executive summary

This report  contrasts two hospitality industry leader, Mandarin Oriental Hotel Group and Premier Inn, based on their financial performance, market positioning, growth potential, and dedication to Corporate Social Responsibility. The 50-year-old luxury hotel operator Mandarin Oriental projected 43% revenue increase in 2022, while having trouble turning a profit due to inefficient operations. Premier Inn, the largest budget hotel brand in the UK, bounced back strongly in 2022, displaying resilience and operational efficiency with considerable improvements in revenue and occupancy. Both Mandarin Oriental, which specialises in luxurious items for travellers, and Premier Inn, which caters to budget-conscious travellers, run into difficulties in converting revenue increases into operational profitability. In summary, Premier Inn must build on its national success to expand internationally, whereas Mandarin Oriental should prioritise operational profitability with no compromises on luxury.
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Comparison of Two Hospitality Organisations


2. Introduction 
The hotel, restaurant, and other lodging businesses segment of the hospitality industry plays a significant role in the world economy. Effective financial management practises are now vital for companies in this area as a result of rising competition and evolving demands from clients (EHL Insights, 2023). The purpose of this report is to compare two industry leaders, Mandarin Oriental Hotel Group and Premier Inn, in terms of financial performance, market positioning, growth potential, and corporate social responsibility practises. With more than 50 years in the industry, Mandarin Oriental Hotel Group has solidified itself as a leader in the field of luxury lodging. The firm has spread throughout the world from its Hong Kong base, where it first opened The Mandarin. It now manages 37 hotels and 9 apartment complexes in 25 different countries. Each individual property honours its Asian roots by showcasing local art and architecture. Mandarin Oriental, which is owned by the thriving Jardine Matheson Group, is expanding at a rapid clip (Mandarin Oriental Corporate site, n.d.). On the other hand, Premier Inn is a popular hotel chain in the United Kingdom due to its convenient locations, friendly staff, and reasonable rates. The chain's approximately 800 hotels in the UK as well as abroad provide a great combination of accessibility and customization in pricing. The Premier Inn CleanProtect project emphasises cleanliness, and the brand places a premium on CSR, with the stated goal of being a "Force for Good" in the local communities it serves. Premier Inn offers a 100% satisfaction guarantee at any of its 77,000 rooms (PremierInn, 2023). 

3. Total revenue
Firstly, as suggested by the Mandarin Oriental Annual Report (2022), The Mandarin Oriental brought in $454.1 million in total income, up from $316.9 million in 2021. This represents a large income growth of almost 43% compared to the previous year. Although the annual report does not break out where exactly this money is coming from, it is clear that the hotel chain is doing well financially. Looking further into the figures, it is seen that in 2022, the gross profit rose from $55.6 million to $151.4 million. This substantial enhancement shows that the income gain is potentially attributable to greater cost management or more profitable services in addition to a rise in sales. Even though the company's sales and gross profit both rose in 2022, the operating loss was $42.6 million, down from $99.3 million the year before. This indicates that, despite an increase in revenues, the company has been unable to turn those gains into operational profitability (Mandarin Oriental Annual Report, 2022). However, with a net growth in cash and equivalents from $54.8 million in 2021 to $21.0 million in 2022, Mandarin Oriental looks to be on the right track in terms of liquidity as suggested by Atrill and McLaney(2021). Thus, the firm appears to be successfully handling its cash flows, boosting its liquidity, and engaging in strategic asset disposals to strengthen its financial position, while operational profitability stands as a challenge (Guilding, 2014). On the other hand, Premier Inn, saw enormous fluctuations in its financial performance between fiscal years 2020 and 2022. Data shows that in 2022, statutory revenue amounted to £1,668.2 million, up significantly from 2021, $577.4 million (188.9%) (Premier Inn Annual Report, 2022). However, that figure was down 18.6% from 2020 levels. Sales of lodging and beverages account up the bulk of income. Sales of lodgings increased by 198.0% from 2021 levels, while sales of food and beverages increased by 170.2% over the same time period. These tendencies have been powered by a number of variables. Revenue in 2022 jumped dramatically because of the loosening of COVID-19 limitations, which led to more people staying in hotels. This is proven by the fact that the occupancy rate increased from 29.4 percent in 2021 to 683 percent in 2022 (Premier Inn Annual Report, 2022). The average room rate also rose, from £46.16 in 2021 to £56.67 in 2022, which contributed to the positive financial impact. In contrast, the decline in sales compared to 2020 is probably a result of the long-term effects of the outbreak and maybe altered consumer behaviours. Also, Earnings Before Interest, Taxes, Depreciation, Amortization, and Restructuring or Rent costs financial measure turned a profit of £489.8 million in 2022, from a loss of £141.8 million in 2021, demonstrating operational efficiency and perhaps contributing to revenue growth. Premier Inn has proven its strength in a tough market, but it still must cope with the uncertainty that has stoked its revenue fluctuations. Therefore, while both the Mandarin Oriental and the Premier Inn saw an increase in income in 2022, the ways in which they got there and the causes for the increases are very different. In 2022, Mandarin Oriental reported a 43% growth in sales to $454.1 million, but a $42.6 million loss from operations . In contrast, Premier Inn saw a rise in revenue to £1,668.2 million, mostly due to increases in its hotel and bar operations. The relaxation of COVID-19 regulations, which led to increased occupancy rates and room charges, was a major factor in the company's profit increase (Wieczorek-Kosmala, 2021).  Premier Inn's income gain demonstrates resilience in the face of fluctuating demand, whereas Mandarin Oriental's may be indicative of better cost management or the profitability of its services. Both have proven resilient, but  Premier Inn looks to be the more efficient business.

4. Market Position
As a luxury hotel chain, Mandarin Oriental Hotel Group holds a distinctive position in the international hospitality sector. Based on its considerable market presence, the company has a market capitalization of $1.92 billion as of October 2023, placing it as the 3909th most valuable company globally (Companies Market Cap, n.d.). Significant financial expansion has characterised the organisation, as evidenced by its nearly 43% increase in total income between 2021 and 2022. Furthermore, despite incurring an operational loss, the company experienced a significant increase in gross profit throughout this time period (Mandarin Oriental Annual Report, 2022). The brand's target market comprises luxurious business executives, visitors in search of superior experiences, and affluent travellers (Chevalier and Mazzalovo, 2008). Due to its association with luxury, impeccable ambiance, and world-class service, Mandarin Oriental earned a solid reputation in this market segment. Regardless of its solid market capitalization and revenue growth, the company confronts operational profitability challenges, indicating a requirement for enhanced cost management and efficiency (Tranter, Stuart-Hill, and Parker, 2014). Furthermore, there is room for improvement in its online visibility, as evidenced by its comparatively low rankings for both global and country-specific web traffic (SimilarWeb, 2023). However, due to of its quality market positioning, Mandarin Oriental might place more importance on specialised acquiring customers channels, such as luxury travel agencies, rather than  digital marketing strategies  (Díaz, Rodríguez and Díaz, 2015). In general, Mandarin Oriental has gained a healthy yet non-dominant standing within the luxury hospitality sector, where further expansion and operational enhancements are possible. On the other hand, as suggested by IBISWorld (2023), Premier Inn, being the largest hotel brand in the United Kingdom, occupies a unique and significant market position. It occupies a substantial position in the budget hotel sector of the United Kingdom, as evidenced by its industry market share of 8.1% and revenue of £2.4 billion in 2023 (IBISWorld, 2023). With a diverse customer base comprising domestic travellers, business clients, and vacationers in search of budget-friendly lodging, Premier Inn has considerable brand awareness. The brand has successfully utilised digital technology to its advantage, accumulating 99 percent of direct online bookings in 2021-22; this demonstrates a significant degree of consumer involvement and a decreased dependence on mediators. Particularly harmful to the brand's performance in 2020-21 was the COVID-19 quarantine restrictions, which precipitated a 70% decline in accommodation sales (IBISWorld, 2023). In contrast, accumulated demand for domestic travel and the removal of restrictions contributed to a robust recovery, as occupancy rates increased to 68.3% in 2021-22. Furthermore, in an effort to reduce operational expenses, they introduced the first battery-powered hotel in the United Kingdom, situated in Edinburgh, as well as the more compact and efficient "Hub" hotels (Whitbread Annual Report, 2019). In addition to refurbishment and IT investments, Premier Inn's strategy of continuous expansion, both domestically and internationally, positions the company for future growth despite the high operating expenses caused by COVID-19 and personnel issues. Economic uncertainty-driven growth in consumer demand for budget hotels builds up Premier Inn's market position; however, the company continues to face obstacles in the form of the cost-of-living crisis and escalating operational expenses (Taylor and Okumus, 2007). Therefore, Premier Inn and Mandarin Oriental show opposite positions within the hospitality industry. Mandarin Oriental, which has a market capitalization of $1.92 billion, caters to the luxury market segment, specifically targeting rich business executives and travellers. Premier Inn, conversely, holds a market share of 8.1% and generates £2.4 billion in revenue, so serving to a wide range of customers who prioritise value for money. However, both brands suggest unique advantages and obstacles within their respective market sectors.

5. Growth Potential 

The Mandarin Oriental Hotel Group has enormous development potential because of its prestigious name, widespread reach, and commitment to building out its collection of five-star hotels across the world. The company's revenue increase may be attributed in large part to its success in penetrating new areas and winning over wealthy customers. To further strengthen its market position, Mandarin Oriental Hotel Group has formed strategic agreements and collaborations with other well-known premium companies (Whittington, Regnér and Angwin, 2021).  The firm is well positioned for future development potential in the dynamic hospitality sector as a result of its focus on sustainable practises and its unique ways to creating personalised guest experiences. Alternatively, Premier Inn, a recognised affordable hotel company, has huge expansion potential in the fierce hospitality industry. Because of its consistent commitment to providing high-quality lodging at reasonable rates, the company has seen rapid growth in recent years, both in the domestic UK market and beyond. Premier Inn is well-positioned for development thanks to its ability to incorporate technological advances and introduce novel services like hub by Premier Inn in response to shifting consumer preferences. With its highly visible locations, well-known brand, and constant commitment to customer satisfaction, the firm has a solid basis for expanding its client base and increasing its sales (Walker, 2021).

6. Financial commitment to CSR
Investments of significant capital in sustainability projects are indicative of Mandarin Oriental's seriousness about CSR. According to their Sustainability Report (2022), the company has created a sustainability department to improve governance, and they have budgeted for regular energy inspections at its hotels, which they expect will save them an average of US$1.1 million annually in the future. The report also highlights the company's and its employees' contributions of $1.69 million in cash and in-kind donations, totalling 19,000 volunteer hours. These expenditures and initiatives point to a serious financial commitment to CSR, with the goal of generating long-term benefit for all stakeholders and communities (Rhou and Singal, 2020). On the other hand, Premier Inn is committed to Corporate Social Responsibility  and has invested heavily in it via a number of channels. The corporation has set ambitious environmental goals, including becoming carbon neutral by 2040 and significantly reducing carbon emissions throughout the supply chain by 2035 and 2050 (Whitebread ESG Report, 2022).  They are so dedicated to helping out in the local community that they have raised over £20 million for the Great Ormond Street Children's Hospital. The firm has achieved the CIPS award for social value in procurement and is RSPO Chain of Custody certified for palm oil derived from responsible sources. The company's “Force for Good” initiative is a powerful agent of transformation because it facilitates communication and collaboration with key constituencies, including investors, policymakers, employees, and members of the public. Stakeholder participation in defining their CSR programmes is ensured through yearly governance meetings and periodic “Pulse” surveys (Whitebread ESG Report, 2022). This comprehensive strategy represents a significant financial and strategic commitment to CSR initiatives as indicated by Seal (2019). 

7. Conclusion 
To conclude, this report compared Premier Inn with Mandarin Oriental Hotel Group to explore each brand's strengths and weaknesses in the competitive hotel market. Despite its luxurious reputation and global reach, Mandarin Oriental has trouble turning a profit. As the market leader in the UK budget hotel category, Premier Inn has shown tenacity and adaptation in the face of economic uncertainty and increased operating expenses. The Mandarin Oriental are encouraged to prioritise cost-cutting measures. The company's revenue has increased, but it has not been possible to turn this expansion into a profit. The bottom line might be greatly improved without lowering the standard of their luxurious offerings by  possibly using technology to automate tedious chores (Pillai et al., 2021). Premier Inn has to focus on its prestigious status as an inexpensive hotel chain in order to grow internationally. The hotel chain's responsiveness during the pandemic suggests it might successfully implement an ambitious worldwide expansion plan, focusing on regions with a strong demand for reasonably priced, high-quality lodging.
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