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Executive Summary

This report provides a comprehensive analysis of the financial management approaches of two prominent hotel brands, Mandarin Oriental, and Premier Inn, in the context of the global hospitality industry. The comparison is structured across several key areas, including Total Revenue, Market Position, Growth Potential, and Financial Commitment to Sustainability (CSR). Through a thorough examination of financial data, market positioning, and sustainability practices, this report offers insights into the strategies employed by both brands to achieve success in their respective markets.

This report also highlighted that both Mandarin Oriental and Premier Inn's strategies align with their market positioning, providing opportunities for growth. Their commitment to sustainability reinforces their responsible business practices, contributing to their social and environmental responsibilities.

This report offers a comprehensive understanding of the financial management approaches of Mandarin Oriental and Premier Inn, providing valuable insights into their market positioning, growth potential, and sustainability practices. The recommendations outlined in this report aim to guide these brands in further enhancing their financial management strategies and ensuring their continued success in the competitive global hospitality industry.













Introduction

The global hospitality industry encompasses a diverse range of players, from luxury hotel chains to budget-oriented accommodations. Mandarin Oriental Hotel Group and Premier Inn represent two significant categories within the industry. They target different market segments and employ varying financial management strategies. This report aims to provide an in-depth analysis and comparison of these organizations in terms of their financial management practices and their impact on revenue, market position, growth potential, and financial commitment to Corporate Social Responsibility (CSR) initiatives. 
The global hospitality industry encompasses a diverse range of players, from luxury hotel chains to budget-oriented accommodations. Mandarin Oriental Hotel Group and Premier Inn represent two significant categories within the industry. This report aims to provide a comparative analysis of these organizations in terms of their financial management and market positioning.

1. Financial Analysis

Mandarin Oriental Hotel Group
Mandarin Oriental Hotel Group is renowned for its high-end luxury hotels and resorts. In 2021, the group reported a total revenue of $326.5 million (Mandarin Oriental Hotel Group, 2021). This revenue primarily comes from room sales, food and beverage services, and spa offerings. The factors driving revenue growth include exceptional customer service, strong brand recognition, and a loyal customer base. Mandarin Oriental International Limited reported EBITDA profitability in the first half of 2022, with reduced underlying losses, thanks to increased leisure travel worldwide and a growing management business (Report, 2022).
Hotel performance was strong in EMEA and America due to relaxed pandemic restrictions, while demand in China remained impacted by COVID-19 restrictions. However, other Asian markets showed a gradual recovery in occupancy levels.
Total revenue from hotels under management increased by 78% in the first half of 2022 compared to the same period in 2021.
EBITDA for the first half of 2022 improved significantly to US$28 million, compared to losses in the first half of 2021. Underlying losses reduced by 69%, and net debt remained stable.
With a strong pipeline of over 26 projects, they aim for steady growth, collaboration with developers, and a target of four to five property openings each year. The strategic sale of the Washington D.C. property was part of their asset portfolio review. The redevelopment of the Causeway Bay site in Hong Kong is on track for completion by 2025 (Kandampully, 2016).



Premier Inn
Premier Inn is a budget-oriented hotel chain. In the same year, Premier Inn's parent company, Whitbread, reported total revenue of £589.4 million (Whitbread, 2021). Their revenue is derived from budget-friendly accommodations and associated services. Premier Inn's ability to provide affordable yet quality services to a broad customer base drives its revenue growth (Akan, 2019).
Financial indicators for the period show revenue of £911.5 million, an operating profit of £266.5 million, and an operating profit of £297.5 million before adjusting items. Net assets at the end of the period were £1,135.3 million.
The company reported a statutory profit before tax of £58.2 million, which was significantly influenced by £170.8 million in COVID-related Government support in the UK and Germany, as well as £74.0 million in adjusting items credits, including property disposals and property impairment reversals (Report, 2022).

They maintain a robust balance sheet and strong liquidity, with a cash inflow of £80.3 million in the second half and ending the year with £140.5 million in net cash. This financial position supports their growth strategy.

Based on their performance, the Board recommends a final dividend of 34.7 pence per share, payable to shareholders on the register by May 27, 2022, and offering participation in the Dividend Reinvestment Plan. Further details about their dividend policy can be found in the Chief Financial Officer's review (Report, 2022).



2. Market Positioning

Mandarin Oriental Hotel Group
Mandarin Oriental Hotel Group holds a prestigious market position. It caters to high-end clientele looking for luxurious experiences (Lo & Lam, 2017). Their properties are in prime locations, which ensures they attract a discerning customer demographic. The brand perception is synonymous with opulence, quality, and personalized service (Mandarin Oriental Hotel Group, 2021).

Premier Inn
Premier Inn targets a broader market segment, focusing on travelers seeking comfortable accommodations without exorbitant costs. Their market share is substantial in the mid-range and budget hotel sector. Premier Inn caters to families, business travelers, and budget-conscious tourists, and their brand perception is associated with reliability and value (Whitbread, 2021).

In conclusion, Mandarin Oriental Hotel Group and Premier Inn, while operating in distinct market segments, exhibit effective financial management strategies. Mandarin Oriental Hotel Group's strength lies in its luxury image, exceptional customer service, and brand loyalty. In contrast, Premier Inn's ability to provide quality services at budget-friendly prices has contributed to its substantial market share. Both organizations have found success in their chosen market segments, and their financial management strategies align with their respective positions (Buhalis & Leung, 2018).





3. Bowman’s Strategy

Mandarin Oriental Hotel Group and Premier Inn employ different strategic approaches based on Bowman's Strategy Clock. Mandarin Oriental Hotel Group aligns more with a "Focused Differentiation" strategy, while Premier Inn follows a "Low Price/Low Added Value" approach.

Mandarin Oriental Hotel Group: Focused Differentiation
Mandarin Oriental Hotel Group is known for its exclusive, high-end luxury hotels. The group concentrates on offering a unique and exceptional experience to its guests (Mandarin Oriental, n.d.). This strategy corresponds with Bowman's "Focused Differentiation," which emphasizes differentiation and serving a niche market. (Mandarin Oriental, n.d.)
Premier Inn: Low Price/Low Added Value
Premier Inn, on the other hand, focuses on providing affordable accommodation without extensive frills. It aims to be the low-cost provider in the hospitality industry, targeting price-sensitive customers (Premier Inn, n.d.). This aligns with Bowman's "Low Price/Low Added Value" strategy, which focuses on cost leadership (Premier Inn, n.d.)
These strategic choices are supported by their financial performance and market positioning. Mandarin Oriental Hotel Group's high-end, luxury branding reflects in its premium pricing and exclusive services. Premier Inn's emphasis on affordability and basic services aligns with its position as a budget hotel chain.

4. Cost Leadership Strategy for Mandarin Oriental Hotel Group and Premier Inn


The cost leadership strategy in the hospitality industry is a business approach aimed at becoming the low-cost provider in the market while maintaining acceptable levels of service quality. 

Mandarin Oriental Hotel Group

Mandarin Oriental Hotel Group primarily targets luxury and high-end travelers. As such, a traditional cost leadership strategy is not aligned with their brand image and customer expectations. However, Mandarin Oriental can adopt a different approach while maintaining its luxurious positioning:

Operational Efficiency: Even in the luxury segment, operational efficiency can help reduce costs. Mandarin Oriental can focus on streamlining processes, reducing wastage, and improving energy efficiency to keep operating costs in check.
Supplier Negotiations: The group can leverage its brand reputation and global presence to negotiate better deals with suppliers. This can result in cost savings on high-quality materials and services (Grant, R. M., 2016).
Economies of Scale: While not a budget brand, Mandarin Oriental Hotel Group has multiple properties worldwide. It can take advantage of economies of scale in areas such as procurement, marketing, and staff training to reduce per-unit costs.
Innovative Cost Control: Implement innovative cost control methods, such as implementing energy-efficient technologies, which not only reduce operational costs but also align with the growing demand for sustainable luxury.

Premier Inn

Premier Inn, as a budget hotel chain, naturally aligns with a cost leadership strategy. Here are ways Premier Inn can further strengthen its cost leadership:

Economies of Scale: Premier Inn's growth strategy should focus on expanding its portfolio to achieve economies of scale. More properties mean more rooms to fill and better bargaining power with suppliers (Johnson, G., 2017).
Efficient Operations: Streamline operations to minimize overhead costs. Efficient staff scheduling, energy-saving measures, and technology adoption can contribute to cost reduction.
Standardization: Maintain consistency in service and design across its budget hotels. Standardization allows for bulk purchasing and efficient staff training, reducing costs while maintaining quality.
Online Booking and Self-service: Encourage online booking and self-service check-ins to reduce labor costs at front desks and streamline reservation processes.
Supply Chain Efficiency: Optimize the supply chain to ensure timely delivery of goods and services to reduce storage costs and minimize waste (Hill, T., & Jones, G., 2012).
Data-Driven Decisions: Utilize data analytics to make informed decisions on pricing, occupancy rates, and customer preferences, enabling the optimization of revenue and cost-efficiency.


5. Growth Potential

Mandarin Oriental Hotel Group
Mandarin Oriental Hotel Group, with its exclusive properties, has limited opportunities for expansion. However, they focus on maintaining their brand's exclusivity and enhancing customer experiences. Expansion is limited to entering new markets with a similar customer base, and the potential barriers include intense competition and the challenge of maintaining exclusivity (Camisón & Monfort-Mir, 2012).

Premier Inn
Premier Inn has significant growth potential. They are expanding both domestically and internationally, capturing market share in various countries. With their diverse offerings, Premier Inn can cater to a wide range of customers, allowing them to explore untapped markets. Potential barriers include competition in the budget hotel sector and managing consistent service quality across numerous locations (Gretzel & Yoo, 2013).


6. Sustainability

Mandarin Oriental:
Sustainability is deeply embedded in Mandarin Oriental's corporate culture, with a focus on corporate responsibility and a "Naturally Better" program aimed at the well-being of the planet, communities, and individuals.
The group is committed to achieving high environmental performance in all its hotels, setting 10-year environmental targets tailored to each property's circumstances and location, and making significant progress in eliminating single-use plastics.
Future sustainability priorities include reducing food waste, responsible procurement, and supporting employee engagement with their communities through additional paid leave for volunteering. These initiatives align with their dedication to acting responsibly and driving sustainability across their growing hotel portfolio.

Future plans
Mandarin Oriental is increasing renewable energy use and conducting sustainability risk assessments and Business Continuity Plan audits.
They are investing in mitigation measures and insurance coverage while seeking staff and guest feedback to enhance sustainability programs.
The company promotes green transportation, sustainable procurement, and sustainable finance, aligning with ESG reporting standards.

Premier inn
Premier Inn's "Force for Good" strategy is a comprehensive sustainability initiative embedded across their entire organization, influencing their decisions and operations.
The strategy is divided into three pillars: Opportunity, Community, and Responsibility, focusing on their impact on people, local communities, and the environment, with specific commitments and targets within each pillar.
The strategy is adaptable and responsive to changing circumstances. While COVID-19 affected their single-use plastics reduction efforts, they realigned their carbon targets and committed to advancing net-zero targets against emissions from 2050 to 2040.
Premier Inn acknowledges the challenges of their sustainability targets but believes their business model allows them to drive change effectively, positioning them as an industry leader.
Future plan 
Premier Inn is committed to eliminating unnecessary single-use plastics in their business by 2025, recognizing their guests' and teams' concerns about plastic waste.

They've already taken steps to eliminate plastic straws and stirrers and never used miniature shower products. However, COVID-19 increased plastic use, notably in the form of PPE and condiment sachets.

In 2022/23, they plan to refocus on their plastics strategy, using data on packaging and plastic use to reduce front-of-house and back-of-house plastics. They aim to collaborate with suppliers to achieve their target.

Their definition of unnecessary single-use plastics is those that are not required for food safety or extended shelf life and whose removal or substitution won't lead to unintended consequences, such as increased food waste or higher carbon emissions. They are committed to responsible waste management and aim to divert 100% of their waste from landfill.


7.  Financial Commitment to CSR

Mandarin Oriental Hotel Group
Mandarin Oriental Hotel Group is committed to CSR initiatives. They prioritize sustainability, incorporating eco-friendly practices in their properties. They actively engage with local communities and support ethical business practices. Their commitment to CSR aligns with their luxury brand image (Di Lascio et al., 2018).

Premier Inn
Premier Inn also emphasizes CSR. They implement sustainable practices within their hotels and participate in community development. Their ethical business practices align with their commitment to providing quality and value. Premier Inn's CSR efforts resonate with their broad customer base (Sainaghi et al., 2019).

Recommendations

Mandarin Oriental Hotel Group: Considering their exclusivity, Mandarin Oriental Hotel Group should continue to focus on maintaining their luxury brand image and enhancing customer experiences. They should explore opportunities to further engage with local communities in their locations.
Premier Inn: Premier Inn should capitalize on their significant growth potential by further expanding into international markets. It is recommended that they ensure consistency in service quality across all locations, which will solidify their brand perception and customer loyalty.

Conclusion

In conclusion, Mandarin Oriental Hotel Group and Premier Inn, while operating in distinct market segments, exhibit effective financial management strategies. Mandarin Oriental Hotel Group's strength lies in its luxury image, exceptional customer service, and brand loyalty. However, due to its exclusivity, growth opportunities are limited, and the challenge is to maintain exclusivity while expanding.

On the other hand, Premier Inn's ability to provide quality services at budget-friendly prices has contributed to its substantial market share. With ample growth opportunities, Premier Inn's challenge is to maintain consistent service quality across a diverse range of locations.

Both organizations have demonstrated a commitment to CSR initiatives that align with their brand images. Mandarin Oriental Hotel Group emphasizes sustainability and community engagement, while Premier Inn focuses on ethical practices and community development.
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