







Business report – Comparison of Mandarin Oriental Hotel Group and Premier Inn
Student: Monica Roman
Student number: 2128507
Module: BMIH50087 Financial Management for the Hotel Industry
Lecturer: Tristan Hawkins




Contents
Introduction	3
Revenue Comparison	4
Mandarin Oriental Hotel Group	4
Premier Inn.	5
Market Position Comparison	7
Mandarin Oriental Hotel Group	7
Premier Inn.	8
Comparing Growth Potential	10
Mandarin Oriental Hotel Group	10
Premier Inn.	10
Comparing Commitment to CSR	12
Mandarin Oriental Hotel Group	12
Premier Inn.	12
Conclusion	14
References	15







[bookmark: _Toc146923865]Introduction 
In the dynamic landscape of the hospitality industry, the financial management strategies and practices adopted by key players play a pivotal role in determining their success and sustainability. This report embarks on an in-depth analysis and comparison of two prominent entities in the sector that belong to two different categories: value orientated Mandarin Oriental Hotel Group and cost orientated Premier Inn. These two organizations represent diverse approaches to the industry, with Mandarin Oriental renowned for its luxurious, high-end establishments and exquisite service, while Premier Inn excels in providing accessible and budget-friendly accommodations. Through a critical evaluation of their financial management strategies, this report aims to shed light on their respective strengths and weaknesses in four key areas: Revenue, Market Position, Growth Potential, and Financial Commitment to CSR. By delving into these critical facets, the report aims to provide valuable insights into how these organizations navigate the intricate world of hospitality finance, thus offering a comprehensive perspective for stakeholders, investors, and industry enthusiasts.
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Figure 1: Last 5 years revenue of Mandarin Oriental. Source: (Mandarin Oriental, 2022)
Mandarin Oriental Hotel Group's financial performance in 2022, with a total revenue of 1,568.1 million, marked a significant recovery from the pandemic-induced low of 593 million in 2020 (Mandarin Oriental, 2022). This remarkable rebound, underscores the group's resilience and ability to adapt to challenging circumstances. The consecutive revenue growth post - 2020 reflects a strong recovery and resurgence, showcasing the brand's appeal to luxury travellers and its successful efforts to regain market share and profitability in the post-pandemic era.

Figure 2: Revenue Source of Mandarin Oriental. Source: (Mandarin Oriental, 2022)
The revenue breakdown of Mandarin Oriental Hotel Group highlights the significance of its core operations. With over 50% of total revenue generated from room rentals, it highlights the group's primary focus on providing luxurious accommodations. The substantial contribution of over 30% from food and beverage signifies the importance of dining experiences within their properties. Diversifying into other revenue streams is essential to reduce dependency on these two key areas and ensure financial stability, especially during market fluctuations or unforeseen challenges in the hospitality industry.
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Figure 3: Last 5 years revenue of Premier Inn. Source: (Premier Inn., 2022)

Premier Inn's financial performance in the fiscal year 2021-22, with total sales of £1703.4 million, shows a remarkable improvement from the pandemic-induced low of £588.9 million in 2020-21. However, the peak income of £2071.50 million in 2019-20, right before the pandemic, has yet to be fully recovered (Premier Inn, 2022). This shows that, while Premier Inn has made a significant come-back, it may still be on the road to full recovery, highlighting the persistent issues confronting the hospitality industry in the aftermath of the COVID-19 epidemic.

Figure 4: Revenue sources of Premier Inn. Source: (Premier Inn., 2022)
Premier Inn's revenue composition indicates a heavy reliance on room rentals, which contribute to around 60-69% of their total revenue. This underscores their primary business focus on providing “a good night’s sleep” in basic accommodations. The contribution of 30-39% from food and beverage, while significant, is secondary. This reliance on room rentals may imply vulnerability to fluctuations in the accommodation market. Diversification into other revenue streams or strategies to boost food and beverage and other sources of income could help mitigate potential risks and enhance overall financial stability.
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Market Share:
Mandarin Oriental Hotel Group, an international luxury hotel brand, holds a relatively smaller market share compared to some of its competitors in the luxury hospitality segment, such as Four Seasons and Sandals. (Joviando & Kurniawati, 2022). The group focuses on quality rather than quantity, with a select number of properties in prime global locations. This strategy allows them to maintain exclusivity and offer a highly personalised experience to their guests. While their market share may be smaller, their per-property revenue is often significantly higher.
Customer Demographics:
Mandarin Oriental caters primarily to the high-end luxury market, attracting affluent and discerning travellers. Their customers typically fall into the following demographics:
1. High net worth individuals
2. Business executives and professionals
3. Luxury travellers seeking unique experiences
4. Affluent tourists looking for impeccable service and opulent accommodations in select locations
The brand is known for its attention to detail, personalised service, and cultural authenticity, which resonates with a sophisticated clientele seeking a refined and exclusive experience.
Brand Perception:
Mandarin Oriental is widely regarded as one of the most prestigious luxury hotel brands globally emphasising their oriental heritage. They have cultivated a reputation for excellence, luxury, and a commitment to preserving the cultural heritage of the locations where they operate. The brand is associated with:
i. Unparalleled luxury and comfort
ii. Exceptional customer service
iii. Authentic and immersive cultural experiences
iv. A strong commitment to sustainability and environmental responsibility 
Mandarin Oriental's brand perception is a significant asset, as it allows them to command premium prices and maintain a loyal customer base. Their consistent delivery of exceptional experiences reinforces their reputation in the luxury hospitality sector.
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Market Share:
Premier Inn, a part of Whitbread PLC, holds a substantial market share in the budget and mid-range hotel sector in the United Kingdom. In UK, Premier Inn holds almost 11% of all hotel industry market share (Kham & Nhem, 2022). It is one of the largest hotel chains in the country, with a rapidly expanding presence across the UK and Ireland, and testing the German market. Premier Inn's strategy focuses on providing affordable and consistent accommodations, which has enabled it to capture a significant portion of the budget-conscious traveller market.
Customer Demographics:
Premier Inn's customer base is diverse and includes various demographics:
1. Budget-conscious travellers: Individuals and families looking for affordable, yet comfortable lodging options.
2. Business travellers: Professionals seeking convenient and cost-effective accommodations.
3. Tourists: Visitors exploring the UK and Ireland on a budget.
4. Long-stay guests: People requiring extended stays for work or other reasons.
Premier Inn's broad appeal is partly due to its competitive pricing, reliability, and the convenience of its locations, making it a popular choice among both leisure and business travellers.
Brand Perception:
Premier Inn is generally perceived as a reliable and good value for money hotel brand. It emphasizes comfort, cleanliness, and customer service. While it may not be considered a luxury brand, it has built a reputation for providing consistent quality at an affordable price point. Customers associate Premier Inn with:
i. Affordable rates
ii. Comfortable beds
iii. A strong commitment to cleanliness and hygiene
iv. Convenient locations, often near major transportation hubs
Premier Inn's brand perception is highly positive as in a survey 68% people selected Premier Inn (Statista, 2023) as their preferred brand in hotel industry, and its reputation for providing reliable accommodations has contributed to its market success in the budget and mid-range hotel segment.
[image: ]
Figure 5: Most Popular Hotel brands in UK. Source: (Statista, 2023)
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Mandarin Oriental Hotel Group's growth potential appears promising as they expand their Exclusive Homes portfolio in Europe, Asia, the United States, and the Caribbean. This move aligns with several key factors:
Expansion Strategies: Their partnership with StayOne and the rapid 150% growth of their Exclusive Homes portfolio within a year indicate a successful expansion strategy (StayOne, 2023). By curating luxury vacation rentals in sought-after destinations to cater for different activities preferred by the guests (winter sports, beach, family events), they tap into the growing demand for unique and high-end travel experiences.
Market Opportunities: Mandarin Oriental's brand reputation for luxury and excellence positions them well to capitalise on the upscale vacation rental market. Their ability to identify and cater to affluent travellers seeking exclusive accommodations is a significant market opportunity.
Potential Barriers: Challenges may include competition from established vacation rental platforms, regulatory hurdles, and ensuring consistent quality and service across diverse properties. Managing and maintaining high standards across a growing portfolio will be crucial.
Overall, Mandarin Oriental's strategic expansion into Exclusive Homes presents substantial growth opportunities, leveraging their brand reputation and catering to the evolving preferences of luxury travellers. 
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Premier Inn's expansion into the Middle East, particularly the Kingdom of Saudi Arabia, demonstrates significant growth potential:
Expansion Strategies: Premier Inn's move to enter Saudi Arabia aligns with its successful expansion strategy in the Middle East. Leveraging its presence in the UAE and Qatar, the company can utilise its regional experience and brand recognition to enter a high-potential market.
Market Opportunities: Saudi Arabia offers substantial opportunities for hotel chains due to its growing tourism industry, driven by cultural attractions and economic diversification efforts (Joviando & Kurniawati, 2022). Premier Inn's reputation for quality and affordability can attract a wide range of travellers, including business and leisure visitors.
Existing Presence: Premier Inn's existing presence in the UAE and Qatar provides a foundation for growth, enabling cross-market synergies and operational efficiencies.
Potential Barriers: Challenges may include local competition, adherence to Saudi regulations, and cultural nuances. Navigating the specific business environment and establishing strong local partnerships will be essential.
Overall, Premier Inn's expansion into Saudi Arabia and the broader Middle East presents promising growth prospects, given the region's economic development and tourism potential. 
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Mandarin Oriental Hotel Group's financial commitment to CSR initiatives, as reflected in its sustainability practices, community engagement, and ethical business practices, is notable:
Environmental Sustainability: Mandarin Oriental's pledge to reduce Scope 1 emissions from 16% since 2012 to 12% in 2022 demonstrates its commitment to environmental sustainability (Aznar et al., 2022). Achieving a 30% decrease in carbon intensity and better resource efficiency demonstrates their dedication to sustainability: 31% energy intensity and 16% water intensity reduction. They eliminated 99,9% single use plastic and obtained certification for 100% responsibly sourced products (Mandarin Oriental,2022).
Safe and Sound Audit: With an average group score of 93.4% in the Safe and Sound audit, the group prioritises the safety and well-being of both guests and employees, showcasing ethical business practices.
Community Engagement: Conducting 426 social impact initiatives and making significant donations of USD$1.69 million through the Mandarin Oriental Foundation underscores their active involvement in the communities where they operate, contributing positively to society (Mandarin Oriental, 2022).
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Premier Inn's financial commitment to CSR initiatives reflects a multifaceted approach encompassing sustainability practices, community engagement, and ethical business practices:
Environmental Sustainability: Premier Inn's impressive reductions in food waste (32.3%) and carbon emissions intensity (50.1%) highlight their strong commitment to environmental sustainability (De Grosbois & Fennell, 2021). Their water-saving initiatives demonstrate responsible resource management.
Community Engagement: The donation of 200 hours of volunteering to local communities through new site openings highlights their dedication to community engagement (Céspedes-Lorente et al., 2023). Despite COVID-19 challenges, their reinstatement of volunteering programs in Q4 demonstrates an ongoing commitment to supporting local communities.
Financial Contribution: The substantial green contribution of £199 million and £31 million for sustainable procurement indicates a significant financial commitment to CSR initiatives (Premier Inn., 2022). This allocation of resources underscores their intent to drive positive social and environmental impact through responsible business practices.

[bookmark: _Toc146923878]Conclusion 
Both Mandarin Oriental Hotel Group and Premier Inn exhibit distinct strengths and strategies within the hospitality industry. Mandarin Oriental excels in the luxury segment, focusing on exclusivity, personalised service, and sustainability. Premier Inn, on the other hand, thrives in the budget and mid-range market by providing affordable, reliable accommodations. Both groups display financial commitments to CSR, with Mandarin Oriental emphasising luxury and sustainability and Premier Inn prioritising efficiency and community engagement. The success of these brands lies in their ability to cater to diverse customer demographics and adapt to changing market dynamics. Ultimately, their unique approaches to the industry underscore their resilience and potential for sustained growth in their respective segments.
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Revenue Sources for Premier Inn.

% Revenue from Rooms	2017-18	2018-19	2019-20	2020-21	2021-22	0.63539902361263323	0.64276999658386602	0.63789524499155204	0.67645062775704101	0.69678290477867799	% Revenue from Food 	&	 Beverage 	2017-18	2018-19	2019-20	2020-21	2021-22	0.36460097638736672	0.35625396515543412	0.35756698044895008	0.32270105191720394	0.30321709522132206	



Revenue Source of Mandarin Oriental Hotel Group

% Revenue from Rooms	2018	2019	2020	2021	2022	0.54600744132799084	0.54192136442532646	0.4645868465430017	0.53659231134314189	0.57394298832982593	% Revenue from Food 	&	 Beverage 	2018	2019	2020	2021	2022	0.3683457355466514	0.37114180061882124	0.40303541315345698	0.34171808258186998	0.34041196352273451	% Others	2018	2019	2020	2021	2022	8.5646823125357763E-2	8.6936834955852402E-2	0.13237774030354132	0.12168960607498812	8.564504814743959E-2	



Total Revenue of Premier Inn. 

Total Revenue 	2017-18	2018-19	2019-20	2020-21	2021-22	2007.4	2049.1	2071.5	589.4	1703.4	
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