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Executive Summary

This report examines the finances of both the Mandarin Oriental Hotel Group and Premier Inn. The report shows how Premier Inn has almost 4 times the market capitalization of that of Mandarin Oriental. However, with over 83,000 rooms, Premier Inn is much larger than Mandarin Oriental. Calculations show that on average each hotel of Mandarin Group generated more than 3 times the revenue than Premier Inn Hotels, therefore the vast scale of operations with Premier Inn is differentiated from Mandarin Oriental offering a lower price leading to a higher demand whereas Mandarin charge a higher price but limit supply to ensure the demand remains for the luxury facilities. Target Markets differ between the hotels with mandarin mainly focussing on wealthy people of the older generation as opposed to Premier Inn changing target market from day to day between business and leisure guests. 
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Introduction

The Mandarin Oriental Hotel Group operates 37 hotels in 25 countries, these being high end luxury hotels with prices averaging over £1000 per night. Operating in a niche market offering luxury stays to upper class clientele providing luxurious suites, spa and gym facilities and numerous dining options. On the other end of the scale, Premier Inn, which boasts over 840 hotels with 83,576 hotel rooms, increased year on year to become the largest budget hotel chain in the UK. with prices averaging £60 per night, premier inn caters for budget travellers seeking prime city locations for a fraction of the cost. The purpose of this report is to analyse four sections of each business to compare and contrast between the two very different businesses operating within the same market.

Comparison of Total Revenue

Total revenue is the total amount of money made from goods and services sold. Calculated by P x Q, this is the price of the hotel services multiplied by the quantity sold. With this, supply and demand have a major part to play where Mandarin Oriental’s pricing strategy limits demand due to its high price whereas also due to being such a small and niche group with only 37 hotels, compare to Premier Inn with over 840 hotels there is a much smaller supply therefore demand is higher for rooms due to limited availability. 

In the year 2022, Mandarin oriental’s total revenue was $450 million, a 43% increase on 2021 which in 2021 there was an increase in total revenue of 72.51% from $180 million in 2020 this comes after the coronavirus pandemic closing hotels and facilities and causing revenue streams to drop dramatically. From the financial year of 2001, Mandarin have more than doubled yearly total revenue from $220m (2001) to $450m (2022). The main source of all revenue for Mandarin Group is the hotel room however due to a upper class clientele, spa and welfare facilities as well as food and beverage operations increase each per head spend for added extras. 

In Comparison, in 2023, Premier Inn’s total revenue was $3.16 billion, increasing by 39% from 2022, at $2.27 billion, a 176.61% increase on 2021 with a total revenue of $0.82 billion due to the coronavirus pandemic closing numerous hotels. However year on year from 2001 to 2023, total revenue has fluctuated but ended at similar figures with a revenue of $3.13bn (2001) and $3.16bn (2023), demonstrating over a space of 22 years total revenue has remained consistent, excluding anomaly years such as 2021. Premier Inn rely on the sale of rooms as well as the use of partner restaurants and bars in order to increase revenue such as the adjoining Brewers Fayre or Beefeater, trapping guests to stay and dine within hotel facilities. 

In 2022, total revenue for Mandarin Oriental was $2.71 billion less than Premier Inn, and on average Premier Inn hotels generated $3.76m each (2022) in comparison to Mandarin Oriental which generated $12.1m each on average. This demonstrates that each Mandarin hotel generated over 3 times the amount that a Premier Inn hotel did on a yearly basis. 

Comparison of Market Position 

As of 15th October 2023, Mandarin Oriental had a market capitalization of $2.02bn (Yahoo finance). Compared to $7.62bn (Yahoo finance) for Premier Inn. A part of market positioning is the opportunities within the market, due to Mandarin operating in a niche market opportunities can be limited as it can take longer to find appropriate locations with a clientele that seek the 5* luxury experience. However for Premier Inn anything from local music venues to public transport facilities can  be an opportunity for growth and with such a large market capitalization it is a recognised brand chosen by guests for consistency and assured quality every time. Premier Inn markets to all demographics with advertisements featuring small children all the way to pensioners, with budget hotels in highly sought after locations guests of all demographics mix to stay at a Premier Inn with numerous reasons for a stay. It was found by Big Difference Marketing that Sunday-Thursday is predominantly business guests and Friday, Saturday majority occupied by leisure guests. Therefore deals for leisure breaks are most likely to be advertised for weekends where most travellers are off work. 

In relation to Mandarin Oriental Group, they have a brand perception of a high class, luxury resort which is occupied by rich people who can afford to spend upwards of £1000 per night on a hotel room. Due to the high pricing structure the demographic for Mandarin is likely to be the older generation as opposed to families who may have less disposable income to spend on stays due to other financial commitments therefore its often guests who have very little outgoings or dependants who can afford to splash out on a luxury stay. Mandarin holds a Niche market position with smaller demand in comparison to premier Inn but providing a much higher level of service expected from guests. 

Comparison of Growth Potential
With assets increasing by $61 million from august 2022 to february 2023, Premier Inn have increased assets therefore demonstrating potential for growth with Whitbread adding 11 new Premier Inn hotels in the 2022/23 financial year, growing year on year in more sought after locations including Canary Wharf, introducing over 1,500 new hotel rooms in one year. Assets for Whitread have increased hugely from $5.64bn (2001) to $11.99bn (2023), more than doubling showing the level of growth of the company over the last 22 years. 

In relation to Mandarin Oriental, they have total assets worth $4.18bn (2023) increasing from $1.41bn (2001) showing that Mandarin Oriental Group has increased assets at an increased rate compared to Premier Inn. However, Mandarin Group has not increased their assets in over 3 years which may be due to financial recovery from the covid closures. 

With the variation of market segments which both groups target it is to be presumed that the growth of Premier Inn would be more appropriate to cater for the much higher levels of demand in hundreds of local and city locations as opposed to Mandarin who focus on major cities across the world such as London, Dubai and Tokyo where growth may not be appropriate due to a lack of demand in certain countries where disposable income is lower. 

Comparison of Financial Commitment to CSR

CSR was created into a pyramid by A. Carroll (1979) which states the main segments of needs which are; Economic (to be economically profitable), Legal (obey the law), Ethical (be ethically responsible) and Philanthropic (voluntary obligations). Different businesses order the pyramid of CSR differently where Premier Inn are following the traditional order of the pyramid with the aim to provide value for money for guests and with over 840 hotels they create and maintain a vast number of jobs for people in the local community. Legal commitments must always be high priority to ensure everything is above board and that staff and guests are safe. Premier Inn actively advertises their sustainable practices within their 83,576 hotel rooms including optional room servicing and laundry services thus reducing energy and water usage, in turn reducing costs for Premier Inn. Premier Inn actively support Great Ormond Street Hospital by donating a £10 million pledge which helped to build a new facility. Acts such as these create a sole value of reputation, where the brand is viewed as charitable and generous thus increasing potential customers over competitors. 

In contrast, the Mandarin Hotel Group states their vision as, ‘investing in its exceptional people and its facilities to maximise profitability and long- term value for all its stakeholders’. This approach suggests that ethical responsibilities may come before other responsibilities as they look to appreciate staff and also from their sustainability report they invest and strive to exceed targets set such as eliminating single use plastics which was set for 2025 however was 99% eliminated by the end of 2022, thus demonstrating a genuine care for the environment in which they operate. With economic responsibilities it is a huge aspect to be profitable and to create value for all stakeholders, including employees, guests and owners. 

Financial commitment to corporate social responsibility relates to how much of a businesses total revenue is committed to sustainable practices and the local community. According to both the Mandarin Hotel Group and Premier Inn sustainability reports from 2021-2022 there are numerous targets which are set the same for the future in order to make their hotels more sustainable. Both hotel chains set a target to reduce food waste by 50% by 2030, Premier Inn have reduced food waste by 32.3% in comparison of 2018 figures, Mandarin stated that they are on track to meet their target by 2030 however did not specify figures therefore they could be further behind due to coronavirus closures ect where it would be difficult to compare without using the same base year. In relation to food waste reduction, there are now apps created in order to reduce waste from the hospitality industry such as To Good To Go, where hotels could sell bags of food for a reduced price which would have otherwise been wasted. 

The Hotel industry accounts for a huge amount of single use plastic whether it be miniature toiletries or sauce sachets in the restaurant. The Mandarin Group reported that they had eliminated 99% of all single use plastics from its hotels by the end of 2022. In comparison, Premier Inn target to eliminate by 2025 through their sustainability programme; Force For Good, this was however slowed down due to covid with the use of PPE and extra additions in food and beverage with sauce sachets and wrapped disposable cutlery. However, while it may require short term capital in order to make changes such as installing shower gel and shampoo dispensers in bathrooms as opposed to providing miniatures, in the long term this will lead to dramatic savings in the long term where large 5 litre bottles can be used to supply toiletries costing a lot less than miniatures previously provided. 

Within CSR there are however barriers to investing in sustainability which often relates to the cost, at the heart of every business cost concerns are the largest barrier to investing where managers and owners are worried whether the investment is worthwhile. Also a lack of knowledge, lack of motivation and lack of experience, often lead to a slower start on sustainable practices due to the necessity of hiring new staff in order to gain knowledge or to take training sessions in order to meet the current requirements and targets on sustainability. In contrast however, sustainability leads to economic growth where once susti=ainable practices are followed by a hotel there is increased buyer confidence that the chain cares for its local community and the environment. If the society or the environment is not considered then economic growth can be reduced due to the lack of care therefore guests look to give their business to another hotel. 

Conclusion 

In conclusion, while both hotel groups differ hugely within market segments, they both have vast similarities in relation to CSR and sustainability with plans and targets aligning perfectly to join others in the hotel industry striving for the same end goal of sustainability for the future. With total revenue, market position and growth potential it is clear that both groups specialise in their own segment of the market and are succeeding greatly in this. Below I have listed one recommendation for each hotel group from my findings of what could be a future development for the groups.  

Recommendations 

As a result of my findings, my recommendation to the Mandarin Oriental Hotel Group is to invest and grow in more locations such as Australia to increase market share and attract a new market of guests into the hotel chain with increased choice of locations for luxury holidays. 

In addition i would recommend to Premier Inn, with the cost of living crisis being experienced due to knock on effects of the coronavirus pandemic, introducing more budget hotels, offering breaks for guests on a limited budget, in order to occupy rooms at quieter times of the year offering a lower price as a hotel room is a lost revenue if unoccupied and that revenue cannot be recuperate, therefore offering budget breaks at £30-40 can increase revenue without increasing costs therefore increasing operating profits. 
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