


                                                     BUSINESS REPORT

                               Comparison of two hospitality organizations


Module Name: Financial Management for The Hotel Industry (BMIH5007)
Lecturer Name: Tristan Hawkins
Student Name: Monica Georgiana Filip
Student ID: 2233955











Executive Summary 
This report contains a clear evaluation of the selected companies, Shangri-La Hotels and Travelodge Hotels’ financial performance and operation strategies. These topics include sources and trends in revenues, positioning within the market, growth opportunities, commitment to Financial CSR statements and CSR reports, and recommendations for the particular corporation. The report helps to point out these critical activities to improve competitiveness and financial management in an ever-changing hospitality industry.
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Introduction 
The industry is saturated, and organizations use various financial initiatives to satisfy clients’ needs (Enz, 2019). Two firms that have established strong footholds in this industry are Shangri-La Hotels and Travelodge Hotels – the two offering their differentiated service to different classes of customers. Shangri-La is a chain of mainly up-market hotels where guests experience a range of prestige and make use of exclusive services (Morrison & O’Gorman, 2019), while Travelodge is described as an economy hotel chain that provides functional and affordable guest facilities for backbone travelers. To that end, this report looks at the financial management practices of these two hotel groups so that they can be in a position to offer stakeholders materials that can help them appraise the financial health, strategic positioning, and growth prospects of the two hotel Groups.
[bookmark: _Toc179554428]







Total Revenue Analysis
2.1 Revenue Breakdown and Trends 
For the financial year ended 31 December 2021, the total revenue was $2.8 billion where rooms’ revenue constituted 62%, Food and Beverage (F&B) 23% and other services 15% (Shangri-La, 2022). On the other hand, Travelodge posted a total revenue of $950 million, room $712.5m, F&B $171m, and other 6% service (Travelodge, 2022).
The company has grown at an average of 4.5% per year in terms of revenues over the last five years due to liberalization in other markets, specific brand promotional strategies, and constant improvement of facilities to offer its clientele better accommodation (Jiang et al., 2018). On the other hand, Travelodge’s revenues have been volatile which are physically based on its revenues and largely driven by; economic factors. During the period of economic crises, through the cost leadership strategy, Travelodge has used highly aggressive pricing strategies and created special offers for a segment of more frugal guests (Kim et al., 2019).
2.2 Factors Influencing Financial Performance 
Some of those factors that determine the financial performance of these organizations include the following. The requirements of the market have an especially significant role, as they determine the utilization rates and revenues of rooms. Political decisions including GDP growth rates as well as exchange risk are the primary drivers of consumer demand for travelling and hospitality services (Olsen & Roper, 2019). This, therefore, requires a good marketing system that comprises product advertising and customer incentives that will help attract and maintain the customer base (Schuckert et al., 2018). In addition, giving the example of RMS and CRM systems, Sigala (2018) notes that resulting opportunities in managing pricing strategies and serving customers let hotels enhance their effectiveness.
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3.1 Luxury and Budget Segments 
Through dedication to high-end service, products and reliability, Shangri-La Hotels can be easily classified in the luxury hospitality market segment. It currently occupies 4% of the global share in the luxury hotel market and competes with other global brands of luxurious hotels (Dube & Renaghan, 2019). Founded in 1995, Travelodge Hotels is a company that focuses on offering customers a hotel at a low price and of good quality thus targeting the economy market category. The consumers include budget-conscious clients, families, independent travelers, backpackers, and business travelers seeking no-frills experience and value for their money (Wood et al., 2016).
3.2 Target Customers and Brand Perception 
Its target consumers include business elites, policymakers, business entrepreneurs, top officials, and other consumers within the higher-income earner category of the consumer market together with luxury travelers who seek the best quality services and products. These guests are willing to pay more to have high-end and comfortable travelling experiences. Shangri-La Hotels have been acclaimed all over the world as images of sophistication, sophistication and excellent services (Dube and Renaghan, 2019).
While Travelodge customers cross all age barriers, it caters for families who have moved to the budget bracket, Fuller students backpackers and even businesspersons who cannot afford plush accommodations due to budget constraints. These guests consider the price or the cost of accommodation, cleanliness and essential amenities as important elements in the accommodation decision-making process and are willing to sacrifice other attributes in order to get the most inexpensive hotel. Travelodge has been perceived more or less as an efficient and cheap chain with adequate quality and service uniformity across its hotels (Wood et al., 2016).
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4.1 Expansion Strategies 
The overall development strategy refers to the increase of the number of units that the company operates in significant, luxurious travel destinations and new states where there is a huge demand for luxury hotels. The company intends to acquire more locations for developing new properties, and position them in strategic commanding markets, dominated by well-heeled travelers and drawing on its well-established and respected brand appeal. Furthermore, Shangri-La focuses on diversifying products and services in cooperation with other companies or organizations, which will allow the company to expand its target audience and enter new markets (Jiang et al., 2018).
John Borbonus identifies Travelodge to be involved in market penetration and brand development in the economy hotel industry. The firm intends to expand its market share in key areas; the jurisdictions that the identified macro environments propose include urban areas, transport tropics, and tourist zones that are characterized by high demand for low-cost accommodation. Thus, Travelodge acquires franchisees and manages contracts for growth, which can be connected with rapid development at lower investments (Wood et al., 2016).
4.2 Market Opportunities and Challenges 
There are latent opportunities for expansion in the emerging markets of China, India, and South East Asia given the fact that affluence in these places is on the rise, hence the demand for luxury travel is also likely to rise. However, the firm faces stiff competition from other local and global hotel franchise players, government restrictions, and political risks within these economies (Jiang et al., 2018).
Travelodge enjoys a favorable outlook in the volume of travel, a change in consumer preference and population pressure resulting in an increase in the number of budget travelers. It can serve narrow client segments in large cities, near transport facilities as well as in second-tier cities where customers seek cheaper rooms. However, there exists compounding pressures and threats on the pricing front, market saturation in the more mature markets and growing threats from emerging accommodation-sharing economies like Airbnb (Guttentag, 2015).
New threats for both companies are coming from OTAs and the sharing economy as these models are different from traditional ‘brick-and-mortar’ hotels. They are able to improve the competition which threatens the hotel’s revenues, change the pace of bookings and make important changes in the pricing strategies (Pizam and Mansfeld, 2018).
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The following areas are evident to demonstrate that Shangri-La embraces and implements CSR programs and practices: The environment; culturally and socially responsible; shareholders; stakeholders engagement and customer/clients. Energy and water efficiency, waste management and environmentally friendly building materials are adopted within the company’s operations. Moreover, social management is another area, which is also prioritized by Shangri-La, which means that the company is committed to supporting philanthropic, educational, and skill development programs and operates to ensure that it creates a positive social impact as well as promoting the development of strong positive social relations with stakeholders (Dube & Renaghan, 2019).
Similarly, Travelodge is also a budget hotel chain, whose CSR focus also corresponds to the company values and its clients’ expectations. The company also emphasizes so much on the welfare and training of the employees because the productivity of any organization depends on human resources. Moreover, Travelodge offers proper remunerations as well as employment training benefits and other preferences, which help the chain hire and maintain high-quality employees (Wood et al., 2016)


[bookmark: _Toc179554433]Conclusion 
Shangri-La Hotels and Travelodge Hotels comparisons help evaluate the divergence of the financial approaches and market position of the two leading companies operating in the sphere of hospitality. Although Shangri-La targets high-end consumers to sell luxurious products and services, Travelodge targets the conservatives or lower-end customers in the market for cheap products and services. These businesses are both experiencing various opportunities and threats that make an ambitious goal of growth and a great level of financial stability achievable. However, achieving a competitive advantage in today’s diverse and diversified hospitality industry requires knowing how to address evolving consumer needs and tailor strategies to reflect technological changes while also fully embracing social and environmental responsibility. If Shangri-la and Travelodge focus on those areas, and challenges of the industry and if they will follow the mentioned recommendation strategies, they can plan for long run success, stable profitability and sustainable growth.
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For Shangri-La:
Promote sustainable luxury installations, accommodations, certifications and sustainability-applied service facilities for the purpose of attracting luxury sustainable tourism consumers (Dube and Renaghan, 2019).
Augment various CSR initiatives more ’townsfolk’ initiatives in matters touching on education, health and cultural values to improve brand image and set a competition buffer (Back et al., 2019).
The guests and customers are using advanced digital technologies and, thus, advanced technology solutions should be used, for example in the regions of artificial intelligence, and big data analytics, to match the guest expectations, to improve its processes, and to build increased revenues streams (Sigala, 2018).
For Travelodge:
Step up mobile technology as well as self-service upgrades and smooth booking system to improve consumers’ satisfaction and overall business profit and productivity (Wang et al., 2012).
Expand on the product line and offer innovative low-cost ideas like capsule hotels or co-living, as perceived customer demands and newly emerging niche segments evolve (Wood et al., 2016).
The decision for the re-establishment of the focus on the staff training and development programs is to maintain a quality service that will enhance the guests’ satisfaction and increase the customer orientation of all the hotels (Berezina et al., 2016).
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