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EXECUTIVE SUMMARY:


The purpose of this study was to conduct an in-depth comparison of the financial management of Shangri-La and Travelodge hotel groups. Various aspects of the hotels were examined and explained such as total revenue, market position, growth potential and financial commitment to CSR. 
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INTRODUCTION:


Every hotel has their approach when it comes to managing their finances to ensure sustainability. The purpose of this study is to analyse and evaluate the financial management and how different critical points impact financial sustainability and performance of two well-known hotel chains in the market: Shangri-La Hotel Group and Travelodge hotels. To answer this the two hotel’s financials in USD for two years will be discussed, aspects of market position, market growth and their commitment to Corporate Social Responsibility will also be evaluated.
























MAIN BODY:

Shangri-La business model focuses on the Asian hospitality. They aim to provide luxury hotels where they provide areas where their customers feel safe, relaxed, and comfortable. The group runs 100 hotels in multiple countries. (Shangri-La Group, 2024). Shangri-La hotels revenue was $2,141.8M. This showed a 46.5% ($679.7M) increase in revenue from 2022 which was $1,462.1M USD. There were 6 forms of revenue which are Hotel properties, Hotel Management, Sub-total Hotel Operations, Investment properties, property development for sale and other businesses. In terms of hotel properties there was a 52.7% increase from 2022 to 2023 which was $1,261.9M to 1,926.3M. This occurred because the borders of Main-Land China and Hong Kong were reopened and restricted travel was removed in the earlier parts of 2023. The opening of the border with Mainland China, hotels in the Philippines, Malaysia etc had benefited from tourists coming from the country. “Hotel Management and related services” consisted of the gross revenue which was revenue earned by the subsidiaries and the elimination of inter-segment sales with subsidiaries. After elimination there was a 20.5% increase from 2022 which changed from $78.7M to $94.8M in 2023. This increase was due to the operations and the business aspect of the hotel improving at headquarters. “Subtotal hotel operations” saw an increase of $2,021.1M which was 50.8% compared to 2022 with $1,340.6M. “Investment properties” increased by 8.6% from 2022 which was $99.7M to $108.3M. “Other business” was $10.8M which was a 56.5% increase from $6.9M in 2022. Property development for sale had a decrease of 89.3%, with year 2022 with 14.9M to 1.6M in 2023. Even though there was a loss, both other businesses and property development for sale contributed to revenue because the Zhengzhou residential unit project was handed over in the lower half of 2023 (Shangri-La Group, 2024). 










Photo showing: Income statement for Shangri-La group for the year 2023.
[image: ] (Shangri-La Group, 2024)











Photo showing: Revenue Breakdown of Shangri-La group for 2023
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Travelodge business model is providing a trustworthy brand with affordable priced accommodation in well placed locations. This hotel group focuses on travel that is domestic and aims to prove modern, standard rooms to their customers. Eighty percent of hotels are in prime spots. The year 2023 had marketed the most growth seen in the UK hotel industry since 2019. Travelodge financial report for 2023 showed that Travelodge achieved a revenue of $1,293.3M which was seen as a record-breaking amount for the hotel chain. This year saw a 13.7% increase from 2022 which was $1,137.6M. There were many factors driving revenue however accommodation was seen to contribute to 93% of the hotel revenue (Travelodge Hotel Group, 2024). The year 2023 allowed Travelodge to have trading weeks and days that broke the records of the hotel chain. There was an increase in business accounts where in person travel had increased and these business folk wanted to get cost-effective accommodation. There were many B2B events being held in London such as security conferences and IFE (International Food and Drink Event). In terms of leisure many people came to enjoy the atmosphere but also to attend sports events such as Wimbledon etc and other events such as Eurovision the biggest event of the year, a music festival which also was the biggest driving force to Travelodge’s revenue (Travelodge Hotel Group, 2023). However, with the profit there is also factors to loss. This being macro-economic uncertainty with the UK economy in somewhat of a recession since quarters 3 & 4 of 2023 and cost of living have influenced customers choices and preferences (British Chamber of Commerce, 2024).  
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Market position is very important when it comes down to competitive advantage. Market share is important when determining hotel reach and varies when it comes to these two hotels. Factors such as time of operation whereby Shangri-La has been in operation longer than Travelodge or the distribution of the hotels. In terms of Shangri-La, they have several hotels in many different parts of the world not only Asia but Canada, Saudi-Arabia, and France. This allows them to have a more world-wide reach where they are ranked 6th in the best hotels in the world by (Farr, H, n.d). When compared with Travelodge even though they have almost 600 hotels they are only within the UK, Ireland, and Spain. Their reach isn’t as global as Shagri-La’s. According to (YouGov UK, 2024) they are ranked 3rd in the best budget hotels for the 1st quarter of 2024. Customer demographics is also important when understanding market position. Understanding customer demographics, the hotel ranking system must also be understood. Shangri-La is a luxury hotel chain. It is a “5-star hotel” which caters to people who can afford the comforts the hotel chain provides. Shangri-La provides exceptional service with some of the best goods and services available in the hotel industry. Thus, customers who would frequent the establishment would be customers from the upper-class to middle class regions of society (Bell, A, 2023). In comparison to Travelodge who is a budget hotel which is within the 2–3-star ranked category. These hotels provide the basic needs of the customer (Bell, A, 2023). In a report conducted it showed that budget hotels are very popular because it provides a safe space while also being at lower cost. It is also popular because amenities are at a low cost as compared to other hotels. Thus, the customer demographics of Travelodge would be persons whose major consideration when choosing a hotel is price. Those from lower- or middle-class regions of society or even those on a budget would choose this hotel (Zielińska, K ; Bačík, R, 2020). Brand perception is also in conjunction with the star ranking. Star ranking highly influences brand perception and customer preference. According to research conducted the higher the star ranking the more customers would trust that brand. Ninety percent of individuals look at star ratings and reviews when selecting a desired product or place. The perception of that brand would be seen as high-quality goods and services. In turn this is important in the hospitality industry whereby Shangri-La being a 5-star ranked hotel the perception towards the hotel would be great because they would have a status for being one of the bests (Kegley, L, 2024) Shangri-La is seen as an “iconic” luxury hotel chain that has the best of everything. (Insights, 2022) Whereas compared to Travelodge their star ranking would give customers the impression that its basic with just mediocre goods and services unlike Shangri-La hotels. Based on statistic reports 91% of the customers knew about Travelodge however 37% of the customers liked the brand and 30% used the hotel chain while travelling (Statista, 2023).
As the years go by where the world is growing, and technology is evolving businesses must change and evolve with the time and it is no different for hotels. These hotels have a lot of potential when it comes to growth which is influenced by expansion strategies. Over the years Shangri-La has been successfully building and expanding their brand. They have been doing projects in 12 major cities in the US. Where 250 projects have been completed. (Shangri-La Group, n.d) They have also started new projects in Dalian which is in a province called Liaoning. Shangri-La has a long relationship with Dalian because they were one of the first 5-star hotels opened in the district since 1997. Shangri-La is currently looking at new areas to develop such as locations in Rome, Italy, Bangkok, Thailand, and Lakeside Shangri-La in Myanmar (Shangri-La Group, 2024). They have also been renovating their hotels to ensure they take all the helpful recommendations that were given by customers. In terms of Travelodge, they have been planning to open 300 hotels within the UK, Ireland, and Spain. They have contacted multiple authorities locally with proposals for new projects in their areas  (Prior, G, 2023).
Marketing opportunities also influences growth potential. In terms of Shangri-La, they have a presence in the global market thus they can capitalise on multiple hotels in many different parts of the world as compared to Travelodge. Since the pandemic many more people are travelling and “seeing the world” thus Shangri-La can have many more customers. They can also have hotels in economies that are just opening to luxury consumption such as Africa etc so that they can capitalise on the new market. When it comes to the case of Travelodge even though they may not be as global as Shangri-La they have a substantial distribution of hotel across 3 countries. They are budget friendly which is a plus. As the years go by and inflation occurs customers want to be able to stay in a hotel where its budget friendly so they can use some money elsewhere on their vacation or even business trip. Travelodge has focused many of their hotels in urban areas which give them the advantage of being in busy areas to reduce commute to popular places within cities. Travelodge has focused on opening more hotels internally especially in Spain where the economy represents 33% of the hotels total supply allowing Travelodge to have the ability to dominate the market in that country. They have been planning to open 20 hotels in at least 12 of the major cities in Spain  (Startup, 2024). 
Barriers to growth is a contributing factor to growth potential. In terms of Shangri-La, they have a lot of competitors. In the luxury market there are many hotels that have a competitive advantage such as Hyatt and Marriot hotels. To keep up with these hotels they also need to increase their spending which also increases the price of their services. Shangri-La goods and services is limited to the luxury hotel industry which limits them from growing because they don’t have diversified products in case of change in trends, customer preferences and if another pandemic hits preventing customers from traveling (Skool, n.d) (Osum, 2024). When it comes to Travelodge there is also competition with other budget-based hotels which sometimes provide cheaper services than the hotel such as Holiday Inn Express or Premier Inn. Hotel distribution in 3 countries limits their world-wide exposure because only individuals visiting those areas would be able to use these hotels (Startup, 2024).
Currently corporate social responsibility (CSR) is something that is important and helps when it comes to the competitive advantage of a hotel. Shangri-La Eros New Delhi has partnered up with Noida Deaf Society (NDS) to provide training for those whose hearing is impaired to be able to find work not only in the hotel but also in other luxury hotel chains. They have started to hire persons from the programme and hopes by 2024 to hire 2% of graduates from NDS (Shangri-La Group, n.d) They have also launched programmes to assist with sustainability for example a programme called Rooted in Nature which provides local and sustainable sourced beverages and food (Shangri-La Group, 2024). In terms of Travelodge, they are working on reducing their carbon emissions by using LED lights, installation of EV charging ports at their hotels, looking into solar panels for energy, installation of shower heads with low flows and continuing to increase the rates in recycling  (Travelodge Hotel Group, 2024). The hotel chain also had many charities for example the pennies foundation which allows customers paying online to be able to donate to their chosen charity just by paying for their room to the nearest dollar (Travelodge Hotel Group, n.d). 

























RECOMMENDATIONS:


A recommendation for Shangri-La is expanding their hotels. In the recent years many economies have been experiencing inflation and higher costs of living. Thus, the hotel chain should introduce a line of hotels that is more budget friendly to lower- or middle-class consumers. Thus, they would be able to attract various types of customers no matter the economic situation. In terms of Travelodge they should start expanding more worldwide. Their budget friendly approach would allow them to see success in other markets not only in UK and Europe but in other countries as well.  
























CONCLUSION:


In conclusion Shangri-La and Travelodge are both in the hotel industry. In every aspect because Shangri-La group has been operating at a longer time and are more widespread financially, they earn more than Travelodge. However, each hotel had its pros and cons and has the potential to doing better in the future with proper marketing strategies and models. 
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