
BUSINESS REPORT – COMPARISON OF SHANGRI-LA HOTELS AND PREMIER INN HOTELS




Executive summary 

This report provides a detailed analysis of Shangri-La Group Hotels' and Premier Inn Hotels' financial management practices over the past five years, focusing on revenue generation, cost management, marketing positioning, and growth potential. Effective financial management is essential for maintaining financial stability and meeting obligations in the competitive hotel industry. 
Due to the COVID-19 pandemic, Shangri-La Hotels experienced a significant revenue drop from £1,923 million in 2018 to £789 million in 2020 but rebounded to £1,636 million in 2023, marking a 47% growth. Premier Inn also faced declines during the pandemic but recovered to £2,625.2 million in 2023, demonstrating resilience in the budget sector. Both hotels benefited from post-pandemic recovery, particularly in food and beverage sales, positively influencing revenue per available room (RevPAR).
Shangri-La holds over 12% of the luxury market, while Premier Inn leads the budget segment in the UK. According to Bowman's Strategic Clock, Shangri-La is positioned as “high price and high value,” while Premier Inn is categorised as “high business value and low price.” This strategic positioning allows them to cater effectively to their markets, although Shangri-La's higher operational costs are a challenge compared to Premier Inn's cost-efficient model.
Shangri-La aims to expand into emerging markets in Asia, Africa, and the Middle East, focusing on luxury offerings. At the same time, Premier Inn plans domestic growth and selective European entry using a franchise model to mitigate investment risks. Both face high operational costs and intense competition.
Regarding corporate social responsibility (CSR), Shangri-La focuses on energy and water conservation, while Premier Inn emphasises sustainability and community outreach. Both companies could enhance their CSR initiatives by increasing transparency and setting more ambitious sustainability goals to build stakeholder trust.
The report concludes that Shangri-La and Premier Inn are well-positioned to leverage their strengths to recover from the pandemic and capitalise on new market opportunities. Recommendations include expanding Shangri-La's sustainable luxury offerings and diversifying its brand portfolio. At the same time, Premier Inn should enhance its digital transformation through AI-driven technologies to improve customer experiences and operational efficiencies.


Table of Contents
Introduction	3
Financial management strategies and practices	3
Total Revenue	3
Market Position	4
Growth Potential	6
Financial Commitment to CSR	7
Conclusion	8
Recommendations	8
Reference List	10
Appendices	13
Appendix 1: Financial Statements of Shangri-La Hotel Group	13
Appendix 2: Financial Statements of Premier Inn Hotels	15



[bookmark: _Toc180065641]Introduction

           The entire study aims to analyse the financial management practices of Shangri-La Group Hotels and Premier Inn Hotels over the last five years. Analysis of financial management practice is crucial to understanding organisational financial conditions to meet financial obligations and maintain financial stability in the long run (Atrill & McLaney, 2021). Concerning the key context, the study will compare revenue generation and cost management systems, marketing positioning practices and growth potentials of both companies to analyse their financial capability in the hotel industry. Based on that, relevant recommendations will be made that support the firms in overcoming all the challenging factors they face in their financial management practices and improving overall financial performance effectively.
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         Revenue is one of the key components in financial management practices that helps to understand organisational gross earnings over a financial period. Growth in revenue generation also indicated a high market demand for specific product services, which is excellent for gaining high profits over a financial period (Tranter et al., 2014). As per the financial statement, it is found that Shangri-La generated revenue of £1,923 million, £1,857 million, £789 million, £948 million, £1,116 million and £1,636 million in 2018, 2019, 2020, 2021, 2022 and 2023 respectively (Shangri-la.com, 2024).  The financial outcomes reflect that the organisation faced significant financial challenges in maintaining revenue growth over 2020 and 2021 due to travel restrictions during COVID-19. Removing the restrictions in 2021 enabled the organisation to recover its revenue and cover its loss (Appendix 1). On the other hand, Premier Inn Hotel (Appendix 2) generated revenue of £2,007.4 million, £2,049.1 million, £2,071.5 million, £589.4 million, £1,703.4 million and £2,625.2 million in 2018, 2019, 2020, 2021, 2022 and 2023 respectively (Annual reports, 2024).  It has been seen that the Premier Inn is required to face the same challenges as the Shangri-La Hotel in the years 2020 and 2021 due to the restrictions on travel since there was COVID-19 (Cdn.whitbread.co.uk, 2024). Therefore, in the years 2020 and 2021, the organisation will be required to face losses due to COVID-19, and after that, from 2022, it will be able to recover its revenue. Apart from this, F&B is an important element of hotels that help drive incremental RevPAR in their hotels. As per the detailed information, Shangri-La maintained a 47% revenue growth in 2023, which they maintained growth in RevPAR by 69% from its preceding year. In this case, the RevPAR of Shangri-La amounted to £82.63 in 2023 from £48.97 in 2022. On the other hand, F&B sales of the hotel brand are determined at £9.63 in the fiscal period 2019/20, which was 40% ahead of 2021/22. From 2018 to 2023, Premier Inn's Revenue per Available Room (RevPAR) fluctuated significantly: £61.50(2018), £64.50(2019), dropped to £22.60 due to the pandemic(2020), improved to £41.50 as restrictions eased(2021), recovered to approximately £58.30(2022) and increased to about £64.59(2023) in Q1 of FY24, reflecting a 16.4% rise from the previous year.
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        Market share is a key component in analysing a business's market position. Shangri-La Hotels holds a strong position in the luxury hotel segment, particularly in Asia and key global cities. It has a market share of over 12% in the luxury segment, positioning itself as a high-end, sophisticated brand known for offering premium services and accommodations. Its affluent customer base seeks high-end luxury, similar to the Ritz-Carlton or Four Seasons (George, 2021). In contrast, global hotel chains like Marriott and Hilton serve multiple market segments, ranging from budget to luxury, giving them a broader customer demographic. Its strong brand reputation, especially in the Asian market, allows it to compete effectively with other international luxury brands (Foroudi, 2020). Premier Inn Hotels, on the other hand, is positioned in the budget and mid-market segment. It is the largest budget hotel chain in the UK and competes with brands like Travelodge, Holiday Inn Express, Crowne Plaza, and Ibis. Premier Inn offers "low price, high value" services, targeting budget-conscious travellers seeking affordable yet quality accommodation (Premier Inn, 2024). This strong positioning in the budget sector allows Premier Inn to maintain a substantial market share, especially in the UK, where it effectively competes with other budget hotel brands (Villagrasa et al., 2022). 
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The application of Bowman’s Strategic Clock is the most effective and strategic solution for identifying competitive positions and developing relevant business strategies to maintain their USP (Villagrasa et al., 2022). By using Bowman’s Strategy Clock, it is found that Shangri-La Hotels has a position of “high price and high value”, which is considered at 4-5 o'clock according to the strategy. The core rationale behind it is that the brand perception of Shangri-La Hotels ensures luxury, high-end and sophisticated quality. 
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On the other hand, Premier Inn Hotels has a position of “high business value and low price,” which is considered at 2-3 o'clock according to the model. Premier Inn's brand perception focuses on delivering friendly, value-oriented, and approachable services to its target audiences. However, it has a lower RevPAR than Shangri-La Hotel Group, increasing market competition in the international hotel industry (Jones, 2021).
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       Shangri-La Hotels' expansion strategy includes targeting emerging markets in Asia, Africa, and the Middle East to capture the growing tourism demands. The expansion plans also include the latest properties in high-potential designations. A continuous emphasis is on enhancing luxury offerings by providing unique experiences, high-end amenities, and personalised services to attract affluent travellers (Deloitte, 2023).
On the other hand, Premier Inn Hotels has a strategy of continuous expansion inside the UK along with the selective entity inside the European markets, which are capitalising on the demand for budget accommodations. Additionally, Premier Inn Hotels will expand its franchise model, enhancing the brand's presence and effectively sharing the risk of capital investment. Focusing on the business expansion strategy of Shangri-La Hotels, it is found that the organisation focuses on entering new marketplaces, which helps it to increase its customer ranges and bring severe opportunities to increase its total revenue (Foroudi, 2020). On the other hand, Premier Inn focuses on maintaining a business acquisition system to maintain its growth and business expansion practices. However, both organisations have potential barriers to maintaining their business growth and implementing business expansion plans effectively. High operational costs and intensive market competition are significant challenges in business sustainability and growth management practices (Seal, 2019). Shangri-La’s operational costs are generally higher than those of Premier Inn due to the nature of the luxury services and amenities it offers. Luxury hotels require significant investment in staffing, maintenance, and premium services. In contrast, Premier Inn operates with a more standardised and cost-efficient model to minimise operational costs in line with its budget hotel strategy.
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        Financial commitment is crucial for an organisational financial management system that helps ensure the business meets all its financial obligations and remains profitable and sustainable. Financial commitments are important in building stakeholder trust, as they represent the business's ability to repay future obligations, which is fundamental for sustaining relationships with key financial stakeholders (Brealey et al., 2019). Shangri-La Hotel Group commits to reducing its environmental footprint, including water conservation, waste reduction, and investments in energy-efficient technologies (Shangri-La Group, 2023). The Hotel Group has set ambitious targets like achieving a 20% reduction in energy along with the consumption of water by the year 2025. Premier Inn Hotels, on the other hand, implements sustainability measures involving decreasing carbon emissions, boosting energy efficiency, and minimising food waste in all of its hotels (Whitbread.co.uk, 2024). Additionally, the brand engages in community outreach programs involving partnerships with local charities and initiatives aimed at helping mental health. Nevertheless, like many hotel groups, Shangri-La Hotels could benefit from greater transparency in its CSR practices and more ambitious sustainability goals to further appeal to stakeholders (Jones et al., 2020). On the other hand, Premier Inn needs to focus on increasing its CSR Budget allocation system and develop broader diversity and inclusive initiatives (Whitbread, 2024). After all of these, it can be stated that both organisations need to integrate their CSR into their business strategy, which will help to enhance their adaptability to changes and bring business growth opportunities in the future.  
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        In conclusion, this study has comprehensively analysed the financial management practices of Shangri-La Group Hotels and Premier Inn Hotels over the past five years. Both organisations have demonstrated resilience in the face of significant challenges, particularly during the COVID-19 pandemic, adversely affecting revenue generation. Despite these setbacks, Shangri-La has shown a robust recovery trajectory, focusing on luxury offerings and expanding into emerging markets. At the same time, Premier Inn has effectively maintained its position as the leading budget hotel chain in the UK through strategic market positioning and growth in its franchise model.
The findings highlight the critical importance of revenue generation and cost management in sustaining financial stability. Shangri-La's premium pricing strategy aligns with its luxury market positioning, whereas Premier Inn's cost-efficient model effectively caters to budget-conscious travellers. Moreover, both companies are committed to corporate social responsibility, albeit with different focuses and degrees of ambition, suggesting opportunities for further development in this area. As the hotel industry continues to recover and evolve post-pandemic, both Shangri-La and Premier Inn are well-positioned to leverage their strengths to meet future challenges and capitalise on new opportunities in the market.
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       Shangri-La Hotel Group can develop its reputation as a luxury brand with exceptional services. Consequently, the luxury market is driven increasingly by customers who give priority to sustainability (Kee et al., 2020). With the shifting preferences of consumers towards sustainability, Shangri-La Hotel Group has the opportunity to differentiate itself by expanding its sustainable luxury offerings. This could involve creating eco-friendly accommodations that utilise locally sourced materials and incorporate other sustainable practices. After all of these, it is recommended that Shangri-La Hotel Group expand and diversify its luxury brand portfolio by maintaining strategic partnerships and pursuing acquisitions. This diversification could increase premium and luxury travel demand in emerging markets, ultimately fostering sustainable growth (Som & Blanckaert, 2021). It also enhances its existing presence in the current and new marketplace and maintains its sustainability effectively. Strategic partnerships with tech companies help to enhance expertise in adopting and using advanced technologies and improve easy access to resources (Temel & Durst, 2021). However, the first period requires a high budget to install the technologies in the business operation. In this concern, the organisation needs to raise its funds by prioritising the equity financing process, which is excellent for improving the funding process at low financial risks. Consequently, Shangri-La will be able to improve its financial conduction effectively and reduce its financial threat more efficiently. 
       To strengthen Premier Inn's competitive edge in the budget hotel market, it is recommended to enhance its digital transformation by incorporating AI-driven customer service technologies. This expansion would improve personalised guest experiences and operational efficiency, boosting customer loyalty. Premier Inn already has a solid technological foundation through its partnerships with companies like Amadeus and Sabre, which support their core reservation and property management systems. These platforms provide scalable solutions for seamless digital integration across their properties (Travolution, 2024). Moreover, Premier Inn's collaboration with Cognizant enables the deployment of innovative digital tools to improve customer experience, particularly in the UK and Germany (Cognizant, 2024). By building on this digital infrastructure with AI tools, such as virtual assistants for personalised booking and dynamic pricing, Premier Inn can offer tailored experiences that appeal to modern travellers who expect convenience and personalisation in their hotel stays (Sabre, 2024). With the right digital strategy, the organisation can extend its customer base internationally, opening up exciting possibilities for growth and success. 
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