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[bookmark: _Toc157042893]Introduction
Hospitality and tourism have a diverse market base all over the world. Mandarin Oriental is a multinational 5-star hotel chain that offers quality services to high-end customers. conversely, Premier Inn is an economy-class hotel chain that offers affordable hotel services to frugal customers. the report contains a comparison of Mandarin Oriental Hotel Group and Premier Inn in terms of financials. The assessment of comparison includes the key areas, such as, total revenue, market position, growth potential and financial commitment to CSR (Jagels, 2007). An in-depth analysis and comparison of these two hotel players in the hospitality industry are depicted based on the most recent financial statement available on the company website, and some related sources mentioned in the referencing section.

[bookmark: _Toc157042894]About Mandarin Oriental and Premier Inn
Mandarin Oriental Hotel Group provides luxurious hospitality services to high-end customers. It is a multinational 5-star hotel group that expanded services including fine-tuning dining and a sophisticated spa center and to more than 20 countries all over the world. The hotel group is holding equity interests in large-scale properties at prominent levels and adjusted net assets at about $4.8 billion as of 30th June 2023. Mandarin Oriental has thoroughly identified the potentiality for growth and took an innovative drive to the growth. The company continues its aim of long-term profitably and sustainable shareholder value with a focus on a prominent governance structure. On the other hand, Premier Inn provides budget-friendly hospitality services to cost-effective customers at affordable prices. It usually does not compromise quality services but provides affordable value to the target customers with modern amenities. Similar to Mandarin Oriental, Premier Inn expanded its services and resorts abroad to engage more customer base. The company currently holds net assets at about $1.1 billion. 


[bookmark: _Toc157042895]Financial Management and Performance of Mandarin Oriental
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Chart 1: Revenue Summary of Mandarin Oriental
Source: Author’s Calculation
The above chart shows the amount of combined total revenue, consolidated revenue which is generated from hotels and fees of subsidiaries, EBITDA, and profit/(loss) attributable to the shareholders for the last 4 years published in the annual report. The year 2020 was a curse for the hospitality management business due to the COVID pandemic and the company could not generate the expected level of revenue. Though Mandarin Oriental generated $593 million combined revenue and $183.7 million consolidated revenue in 2020, EBITDA was quite negative as of $74.2 million. Furthermore, the year 2021 was far a recovery for Mandarin Oriental, but the company lost about $68.1 million which is % lower than the previous year. However, the company has returned to its pre-COVID flow of revenue generation in the last financial year ended in December 2022. The annual report shows $1568.1 million in combined revenue, $454.1 million in consolidated revenue, $111.4 million in EBITDA, and $7.6 million in profits attributable to the shareholders. Satisfactory total revenue growth has been apparent to us in recent years. The half-yearly unaudited financial report also shows positive vibes to this revenue generation flow. There are so many examples of hotels in this industry that still cannot make a recovery from loss, but strong management policy and commitment to quality service made it exceptional. Financial manager’s focus on management business, particularly resorts and hotels was key to the recovery (Tranter, et al., 2014).
[bookmark: _Toc157042897]Market Position
Mandarin Oriental is one of the leading luxury hospitality management groups spread worldwide. It holds a long-term vision of growth by providing not only hotels and resorts, also management services. The year 2022 was a year of transition for Mandarin oriental that is expected to drive in the future. There are so many examples of hospitality service providers that still cannot recover from the adverse effects, but Mandarin has not only recovered but also continued its leading position all over the world (Svorcan, 2013). The prominent management team focuses on strengthening the brand and it is planning to open 26 new hotels and residences in the next few years. The company aspires to grow outside the current boundary to a luxury brand for a sustainable market position in the hospitality industry. After-covid company financials indicate a significant potentiality of management business and it is focusing on it to own iconic properties in brand-defining locations (Ball, 2021). Thus, it will significantly benefit from operational profitability and capital appreciation, and the review of the asset portfolio shows a strong market position.
[bookmark: _Toc157042898]Growth Potential
London is always a potential hub for the hospitality management business and the management expects to open a new hotel and residence there. Not only that, its plan is to open another 4 hotels and residences in different brand-defining places that represent about 7% growth in the asset portfolio. The hotel group announced to continue 8 other management contracts with different leading parties as the management found it lucrative for sustainable growth. Since the potential for future growth of Mandarin Oriental is significant in this industry, it is apparent that the financial manager is now more focused on the diversity of the business portfolio (Jones, et al., 2014). It has a world-class spa center for ease of life, provides management business service, fine-tuning dining and resorts on the beach.

Chart 2: EBITDA Trend of Mandarin Oriental
Source: Author’s Calculation
Mandarin Oriental is now considering a lot of developmental and expansion projects and in effect the company is not providing dividends to the shareholders. So, here EBITDA is considered as an indicator of financial performance and the potential for growth (Guilding, 2014). If we keep the year 2020 out of context, EBITDA is constantly growing and facing losses attributable to the shareholders due to the undertaking of expansion projects as they are expected to open at the end of 2025. After the transition period of the COVID-19 pandemic, the social trend has changed. People now want to spend more on luxury which creates demand for innovative value offerings of hospitality service providers (Ali, et., 2020). As demand increases, the existing company would increase services and new entry occurs (Tan, et al., 2018). It might be a potential threat to Mandarin Oriental, but it will obviously enjoy economies of scale and lead the market.
[bookmark: _Toc157042899]Financial Commitment to CSR
Mandarin Oriental centrally believes in ‘acting with responsibility’ in all its activities. Their approach to sustainability is more integrated into the UN Sustainable Development Goals and is committed to the planet, guests, colleagues and communities (Roblek, et al., 2016). The well-established governance structure of Mandarin oriental ensures sustainability for the champions. The group is very sensitive to the environmental impact and embedded cultural issues. By aligning with the goal of SDGs, Mandarin continues eliminating single-use plastics and plastic-free parcel offerings as well as 100% responsible procured food items certified by LRQA (Svorcan, 2013). As the recent global concern focuses on decarburization, they continue the target of renewable energy consumption by 2030. The energy efficiency project provides insight into approximate savings of $1.2 million per annum. Positive contribution to the local communities is quite satisfactory as it collectively clocks more than 20,000 volunteer hours and donates over $1.5 million in support to the diverse social segments per annum. Moreover, it contributes significant amounts to medical care, churches, marginal groups, NGOs, etc. (Oriental, 2023).

[bookmark: _Toc157042900]Financial Management and Performance of Premier Inn
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Chart 3: Revenue Summary of Premier Inn
Source: Author’s Calculation
The above chart shows the statutory revenue, adjusted EBITDA, and statutory profit/loss after tax of Premier Inn. In the graph, the year 2021 is intentionally reduced due to the financial outbreak. Premier Inn mainly provides economy services to the UK and Germany mid-scale and economy markets. a significant profit rise is apparent according to its financial report. It is significant because the increase is above the pre-pandemic level. Most of the revenue generation is from the UK and German markets. The statutory revenue growth considering FY22 is 54% and FY20 is 27% in the last FY. The 2 major revenue sources are accommodation sales and Food and beverage sales. In this FY, the accommodation sales are 55% more than FY22 and 37% more than FY20. Furthermore, the food and beverage sales rise is 40% from FY22 and a 4% decrease in the pre-pandemic level. The profit amount is adjusted with property impairment charges, technological upgrade costs, and property disposals. Premier Inn’s target to the economy customer is the key factor for revenue growth as the number is huge (Guilding, 2014). However, it is apparent that Premier Inn is constantly growing its revenue trend in the mid-scale and economy markets of the UK and Germany under large-scale competition. 
[bookmark: _Toc157042902]Market Position
Premier Inn currently holds around 12% market share in the UK hotel market (whitbread.co.uk, 2024). It is the largest economy hotel chain that offers affordable hospitality services in mostly the UK and Germany. Premier Inn operates more than 800 hotels in the UK and it attracts mainly frugal visitors, family and business travelers. The market segmentation strategy focuses on psychographic segmentation, especially the value they offer and the way of life (Al-Msallam, 2015). However, it does not compromise a reasonable level of quality in services. Due to the ease of access and affordable prices, the large-scale economy customers attract the hotel chain and successfully Premier Inn makes it a popular brand in the UK and German market. 
[bookmark: _Toc157042903]Growth Potential
Significant profit uplift is apparent in the financials and the company is necessarily growing in terms of revenue and profit growth in the UK and German hotel markets. In spite of having more number of hotels in the UK, the management is confident in Germany as well where it is opening 51 new hotels. It is expected to generate 10-14% long-term profit growth. The operating model of Premier Inn suggests considerable opportunities for growth in the economy hotel market. Structural decline in the independent hotel industry is another factor for Premier Inn’s growth potential. A great hope is that macroeconomic uncertainties do not lead decline in the indicators (Ali, et., 2020). As Premier Inn already expanded in the German market, its task is to further growth in Germany and other countries. New décor for rooms might be a key factor for attracting the economy guests. Uncertain economic geopolitical conflict and lack of technological uses might be a threat to these expanded economy hotels. Changes in the practice of hotel stays, structural shifts and entry of new players may adversely impact the demand for mid-scale hotels in the UK and Germany (Tan, et al., 2018). 
[bookmark: _Toc157042904]Financial Commitment to CSR
As Premier Inn provides economy services to the mid-scale guests, it uses less amount of energy consumption which is from fossil fuels. The hotel group is more concerned about the impact of their activities on people, the environment, and the local communities they usually deal with (Jones, et al., 2014). Their sustainability program is ESG (Environmental, social and governance) proven. The report confirms their sustainability program, ‘Force for Good’, to make a positive impact on the environment and is committed to SBTi which means a ‘net zero carbon target’ by 2040. In the supply chain, its target is to reduce carbon emissions by around 50% by 2035 and 64% by 2050. Moreover, the commitment to reach 40% female participation is already achieved with no violence. Last but not least, Premier is committed to £20m fundraising target for patronizing a hospital for street children with the partnership. The financial commitment is not mandatory for the hotels, but it creates a positive vibe to the mid-scale and economy guests that eventually increases brand familiarity for growth.

[bookmark: _Toc157042905]Comparison of Financials
Though both Mandarin Oriental and Premier Inn belong to the same industry, no one is a direct competitor for the other due to a single factor, target customer base. Mandarin Oriental is a multinational luxury hotel chain that offers high-end customers quality services. Conversely, Premier Inn offers services to mid-scale and economy customers based in England and Germany. Thus, financial uncertainties are not a great risk for Premier Inn compared to Mandarin Oriental (Drury, 2013). The comparison of financials between Mandarin Oriental and Premier Inn is depicted below from different perspectives. Furthermore, the area of recommendations for future growth of financials in specific areas is shortlisted in the conclusion section.
Source of Revenue: Both Mandarin Oriental and Premier Inn generate revenue from hotel service and food & beverage. But Mandarin is diversified in the spa, hall room for rent, fine-tuning dining, and management business. High-end programs are arranged in the hall room. They provide high-end service and ensure quality value offerings to the rich guests. Due to premium services, the hotel group has to bear large-scale costs for services (Seal, 2019). Their target market is not very sensitive to macroeconomic factors but to some unwanted reasons like pandemics, geopolitical conflicts, strikes etc. Premier Inn offers mostly accommodation and F&B. Their service model is designed for frugal customers who are very sensitive to macroeconomic factors like inflation, interest rate, exchange rate etc. Because their customer base would want to cut costs of living here (Guilding, 2014). 
Revenue Growth: The revenue growth trend is more stable in the case of Premium Inn compared to Mandarin Oriental. During the COVID pandemic, Mandarin Oriental did not even generate operating profit (EBITDA), rather generated a $205.9 million loss. The key issue is that fixed costs remained comparatively higher than economy hotels that consumed a high amount of revenue. However, fixed costs for Premier Inn faced a lesser amount (Ali, et., 2020).
Expansion Strategy: Mandarin Oriental has already undertaken so many developmental projects for expansion and is creating a monopoly in the multinational hotel industry (Oriental, 2023). If we consider the company’s financials: mandarin reserves a significant amount to investment property. The financials of Premier Inn show no significant amount in expansion. However, the financial manager is now planning to further growth in Germany and other countries. In that case, it may bear some handsome amount of funds that would decrease the cash flow (Al-Msallam, 2015). However, Premier Inn is more focused on geographical expansion, on the other hand, Mandarin Oriental is focused on both geographical and quality service.
Dividend per Share: Mandarin Oriental is not providing any kind of payment to the shareholders, because it still bears loss attributable to the shareholders and has no positive cash flow. But Premier Inn is considering providing dividend payments to the shareholders of around 74.2p, an increase of 114% to the previous FY.
Revenue per Available Room: RevPAR usually depends on locations. For example, the rate is higher in Europe and the Middle East. According to a financial report in 2022, the RevPAR portfolio shows an average of $306. The rate for Asia is lower than the other regions. On the other hand, Premier Inn generates revenue per available room around £59.45m in the UK and £37.04m in Germany reported in the latest financial reports.
Market Position and Financials: Mandarin Oriental is enjoying economies of scale and can use it the best. A large amount of capital requirement is mandatory for opening a large hotel chain like Mandarin. However, it is quite easy for a small hotel chain to make an entry into this industry (Walker, 2021). Market position is comparatively strong for Mandarin Oriental which tends to it a leading hotel chain all over the world. It is more focused on digital marketing and large-scale CSR as well (Al-Msallam, 2015). Premier Inn lacks technology that might be a threat to existence in the modern world, but their target customer base is an advantage for sustainable growth. 

[bookmark: _Toc157042906]Conclusion
The hotel industry is more aligned with the cyclical movement of the economy. It was evident when the COVID outbreak spread all over the world and impacted adversely on the economy. Mandarin still cannot recover and take the flow of revenue generation perfectly, but Premier Inn has joined the flow of revenue generation process. Mandarin should now focus on revenue increase to offset the already occurred loss. And give a positive vibe to the market. Mandarin is growing its existing venture in different areas. But before that, it should do feasibility analysis and financial analysis to recover the initial investment and future growth potential. Furthermore, Mandarin must focus on operational efficiency and offering exceptional quality to keep its superior position in the hotel industry. The target market for Premier Inn is highly competitive. So efficient use of funds in expansion and diversification is a must, such as new room expansion, product offering etc. Scale and estate optimization for Premier Inn might be a key factor for sustainable growth in the highly competitive hotel market.

[bookmark: _Toc157042907]References
(2024a) The economic impact of Premier Inn Hotels - cdn.whitbread.co.uk. Available at: https://cdn.whitbread.co.uk/media/2023/08/The-Economic-Impact-of-Premier-Inn-hotels_2022-study_final.pdf (Accessed: 24 January 2024). 
Ali, A., Egan, D., Haynes, N., Holland, C. and Martin, E., (2020). The Future of Hospitality Management Education.
Al-Msallam, S., (2015). Customer satisfaction and brand loyalty in the hotel industry. International Journal of Management Sciences and Business Research, 4.
Ball, S., (2021). Contemporary Hospitality & Tourism.
Drury, C.M., (2013). Management and cost accounting. Springer.
Financial reports (2024) Luxury 5 Star Hotels & Resorts Worldwide. Available at: https://www.mandarinoriental.com/en/investors/financial-reports (Accessed: 25 January 2024). 
Guilding, C (2014) Accounting Essentials for Hospitality Managers, London, Routledge
Jagels,M (2007) Hospitality Management Accounting, London, Wiley.
Jones, P., Hillier, D. and Comfort, D., (2014). Sustainability in the global hotel industry. International Journal of Contemporary Hospitality Management, 26(1), pp.5-17.
Mandarin Oriental Hotel Group (2024) Luxury 5 Star Hotels & Resorts Worldwide. Available at: https://www.mandarinoriental.com/en/ (Accessed: 25 January 2024). 
Oriental, M. (2023) Mandarin Oriental publishes 2022 sustainability report, Hospitality Net. Available at: https://www.hospitalitynet.org/news/4117387.html (Accessed: 25 January 2024). 
Our company (2024) Overview. Available at: https://www.mandarinoriental.com/en/our-company (Accessed: 25 January 2024). 
Premier Inn Hotels: Book Direct (2024) Premier Inn hotels | Book direct. Available at: https://www.premierinn.com/gb/en/home.html (Accessed: 25 January 2024). 
Roblek, V., Milenkovska, V. and Milojica, V., (2016). The impact of corporate sustainability in achieving business goals in hotel industry. In Faculty of Tourism and Hospitality Management in Opatija. Biennial International Congress. Tourism & Hospitality Industry (p. 388). University of Rijeka, Faculty of Tourism & Hospitality Management.
S gvernance (2024) being a - premier inn. Available at: https://www.premierinn.com/content/dam/pi/websites/desktop/why/force%20for%20good/final-esg-report-2021-2022.pdf (Accessed: 24 January 2024). 
Seal W (2019) Management Accounting, London, McGraw Hill
Svorcan, N.M., (2013). Standardization-The Strategic Options of the Modern Hotel Industry. Quaestus Multidisciplinary Research Journal, 1(2), pp.43-55.
Tan, L.Y., Lai, J.H., Lee, S. and Chew, W.S., (2018). Analyzing the Relationship between Financial Variables and Market Risk in the Tourism Industry. Available at SSRN 3182242.
Tranter,K Stuart-Hill,T. Parker,J. (2014) Introduction to Revenue Management for the Hospitality Industry, London, Pearson
Walker, J.R., (2021). Introduction to hospitality. Pearson.
Revenue Summary

Revenue	FY23	FY22	FY20	2866	1859	2262	EBITDA	FY23	FY22	FY20	969	516	822	Profit/Loss	FY23	FY22	FY20	305	47	238	
US$m




Revenue Summary

Total Revenue	
2022	2021	2020	2019	1568.1	1053.5	593	1325.1	Revenue	
2022	2021	2020	2019	454.1	316.89999999999998	183.7	566.5	EBITDA	
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