



BMIH5007
Financial Management for the Hotel Industry 
Name: Sorin Ciprian Chelm
Student ID: 2125245

Table of Contents
Introduction	3
Revenue Evaluation	4
Sources of Revenue	4
Trends in Revenue	4
Factors Driving Revenue	5
Analysis of Market Position	6
Market Share	6
Consumer Demographics	7
Market Perception	7
Growth Potential Analysis	9
Expansion Strategies	9
Market Opportunities	9
Potential Barriers to Growth	10
Financial Commitment to CSR	11
Mandarin Oriental Hotel Group's Commitment to CSR	11
Premier Inn's Commitment to CSR	11
Conclusion and Recommendation	12
References	13



[bookmark: _Toc148642989]Introduction
An essential part of world trade, the hospitality sector is always changing to meet the demands of consumers, changing market conditions, and worldwide issues (Walker, 2021). The Mandarin Oriental Hotel Group and Premier Inn, two of the industry's top companies, are examined in-depth in this study along with their income sources, market positioning, potential for growth, and commitment to Corporate Social Responsibility (CSR). This report will shed light on their strategies, successes, and difficulties through a comparison lens, providing insights into their operational excellence and future paths in a market that is always competitive.
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	[image: ]
Figure 1: revenue of Mandarin Oriental, Source: (Mandarin Oriental, 2022).
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Figure 2; Revenue of Premier Inn, Source: (Statista, 2022).



The graphs show that the revenue sources for both hotels are similar. Most of the revenues of these hotels come from accommodation, and food and beverage. While their overall income varied in 2022, Mandarin Oriental Hotel Group and Premier Inn both had strong financial success. The Mandarin Oriental Hotel Group brought in approximately $1,568.1 million in revenue (Manderin Oriental, 2022). By contrast, Premier Inn's total income of $2,625.2 million much exceeded this amount (Statista, 2023). The difference can be the result of their distinct target markets; Premier Inn primarily serves the more affordable market, whilst Mandarin Oriental emphasizes upscale hospitality with a sense of exclusivity. Their positioning and reach serve different types of customers; Premier Inn's greater market appeal in the low-cost sector allows them to report higher revenue, which may indicate a bigger customer base and transaction volume.
[bookmark: _Toc148642992]Trends in Revenue 
The financial trend of Premier Inn has shown significant variability in recent years. They reported $2,061 million in sales in 2019; however, that revenue fell precipitously to $588.9 million in 2020, as a result of the pandemic. But 2021 witnessed a rebound to 1,711 million USD, while 2022 saw a strong showing with 2,625.2 million USD (Statista, 2022). This pattern suggests a robust comeback from a difficult phase. Mandarin Oriental, on the other hand, saw a fall in 2020 but a faster recovery, exceeding its 2018 numbers by 2022 (Mandarin Oriental, 2022). This implies that Mandarin's affluent customers and varied worldwide locations supported a more robust business strategy in trying times, but Premier Inn, despite its 2020 setback, showed an amazing capacity to recover and expand.
[bookmark: _Toc148642993]Factors Driving Revenue 
Mandarin Oriental's upscale status is responsible for its comparatively quick recovery. After the pandemic restrictions loosened, wealthy travellers could have resumed their travels sooner since they were less affected by economic downturns (Prayag, 2020). The brand's financial stability was further reinforced by its diverse income streams, which included its "Others" category (Prayag, 2020). On the other hand, Premier Inn, which has a substantial market share in the UK and provides more affordable accommodations, had a more severe fall in 2020 (Tranter and Stuart-Hill, 2014). Its revenue numbers suggest that the pandemic's effects may have been more long-lasting, maybe as a result of the target demographics’ more conservative travel attitudes (domestic, business, and leisure visitors). Nonetheless, the considerable increase in income from 2020 to 2022 is indicative of Premier Inn's flexibility and effective market recapture tactics.
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[bookmark: _Toc148642995]Market Share
With its wide presence in many cities and towns, Premier Inn is one of the leading companies in the hospitality sector, especially in the UK. Only the UK has 847 hotels which holds the 10% market share of the overall UK market (Statista, 2023). Its enormous reach to a diversified clientele is ensured by its widespread presence, spanning from large urban centres to smaller towns. Travellers inside the country choose this brand because of its cost and strategic location. Despite its reputation for elegance around the world, Mandarin Oriental is less well-known in the UK and the world. It has only 37 hotels in 25 countries of the world (Mandarin Oriental, 2023). Due to its focus on exclusivity and high-end experiences, it caters to a certain luxury-seeking audience and, as a consequence, has a far lesser market share by volume in the UK and in the world than Premier Inn. It's important to remember, that Mandarin Oriental's strategy isn't about gaining broad control but rather about giving its visitors a distinctive, upscale experience (Companies Market Cap, 2023). 
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Figure 3: Total Number of Hotels of Premier Inn in the UK, Source: (Statista, 2023).


[bookmark: _Toc148642996]Consumer Demographics
Mandarin Oriental attracts wealthy individuals looking for luxurious experiences. Customers who value elegance and exclusivity are usually foreign travellers from upper-class backgrounds. In contrast, Premier Inn caters to a wider range of customers, such as tourists, families, and business travellers (Kaspar, 2020). Due to its accessibility and cost, a wider range of customers, including middle-class and upper-middle-class ones, may use it. The brand's value offers appeal to consumers looking for affordability, comfort, and convenience.
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Figure 4: Brand Perception of Mandarin Oriental, Source: (YouGov Brand Index, 2023)
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Figure 5:: Brand Perception of Premier Inn, Source: (YouGov Brand Index, 2023)



YouGov Brand Index (2023), shows the significant differences between Premier Inn and the Mandarin Oriental Hotel Group's market positions. With a strong 98% brand recognition, Premier Inn has a dominating advantage, nearly doubling Mandarin Oriental's 45%. This high level of identification is indicative of Premier Inn's potential market penetration and wide reach. When it comes to likability, Premier Inn leads once more as 70% of respondents had a positive opinion of the brand, compared to 27% for Mandarin Oriental. Premier Inn has a larger and more positive market presence even though both hotel companies have managed to retain very low unfavourable perceptions because only 4% dislike Premier Inn and 3% dislike Mandarin Oriental. For Premier Inn and Mandarin Oriental, the neutral feelings are at 24% and 14%, respectively, indicating that a portion of the public is still unsure or sceptical about these companies. The data highlights the stronger market placement of Premier Inn, which is attributed to its extensive brand awareness and positive customer attitudes. In contrast, Mandarin Oriental, despite its prestige, serves a more specialised clientele.



[bookmark: _Toc148642998]Growth Potential Analysis
[bookmark: _Toc148642999]Expansion Strategies
The main objectives of Premier Inn's growth plan are to grow its network across the United Kingdom and penetrate undiscovered areas. It seeks to draw in a diverse clientele by leveraging its well-known brand and reasonable prices (Tan, 2017). Their deliberate efforts to establish properties in commercial districts, tourist destinations, and even growing metropolitan regions highlight their goal to be present everywhere their prospective clients may travel (Tan, 2017). Conversely, the Mandarin Oriental Hotel Group, which is well-known around the world for its opulent lodgings, is starting to expand gradually. Their main goal is to open hotels in desirable areas while maintaining the brand's reputation for magnificence and unique experiences at every location (Choy, 2022). Mandarin emphasizes distinctive, culturally immersing experiences rather than just quantity, which may include collaborations with upscale companies or specially planned activities for its visitors.
[bookmark: _Toc148643000]Market Opportunities
The global tourism industry is an 11.1 trillion dollar section with a 5.4% CAGR (The Brainy Insights, 2022). This indicates the numerous market opportunities for both of the hotels. In the UK, there are many opportunities in the hospitality industry. Growing domestic travel demand, fuelled by regional tourist initiatives or economic recoveries, might be profitable for Premier Inn. The brand is well-positioned to take advantage of this market niche due to its accessibility and broad appeal (Kaspar, 2020). Premier Inn may also benefit from the growing trend of short-term vacations and staycations among the UK populace (Kaspar, 2020). The market for upscale tourism seems promising for Mandarin Oriental. A growing number of wealthy tourists are looking for upscale, customised vacation experiences as demand for travel worldwide increases  (Pasape and Anderson, 2021). Mandarin is well-positioned to serve these luxury travellers because of its focus on extravagance and exclusivity, particularly those seeking one-of-a-kind, culturally stimulating experiences. 
[image: Tourism Market Size, Share, Trend, Analysis - Report 2030 | The Brainy  Insights]
Figure 6: The Market Value of the Tourism sector, Source: (The Brainy Insights, 2022).
[bookmark: _Toc148643001]Potential Barriers to Growth
Opportunities exist, but difficulties continue. Unrestrained expansion for Premier Inn may be hindered by market saturation in certain areas as well as fierce competition from traditional hotel chains and modern accommodation options like Airbnb. Increased operating expenses could negatively impact profitability, particularly in desirable areas (Tesone, 2020). With its premium stance, Mandarin Oriental confronts distinct obstacles. Their clients, who often travel internationally, might be greatly impacted by global events or economic downturns (Hall, 2022). Furthermore, maintaining the brand's exclusivity and high standards becomes crucial as any inconsistent customer service may seriously damage the reputation of the company. Additionally, Mandarin's development trajectory may be threatened by competition from the emergence of boutique luxury accommodations that provide distinctive experiences. The company should address these barriers very carefully.
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[bookmark: _Toc148643003]Mandarin Oriental Hotel Group's Commitment to CSR
The Mandarin Oriental Hotel Group's observable dedication to corporate social responsibility is a result of its guiding principles of doing responsibly. Although exact cash amounts and initiatives may vary year, the organisation continuously devotes funds to sustainability and community involvement. For example, in 2022, the organisation carried out 426 social impact activities, and employees contributed 19,000 volunteer hours (Mandarin Oriental, 2022). Moreover, staff members and the Mandarin Oriental Foundation contributed a total of $1.69M (Mandarin Oriental, 2022). The hotel chain's extensive "Sustainable Luxury Vision 2025" plan lays out ambitious targets that include social and environmental obligations (Mandarin Oriental, 2022). The company has aggressively sought sustainable sourcing and recorded decreases in energy and water use across all of its locations (Melissen, 2020). Their dedication to human rights, shown by their stringent vendor screening procedures and anti-human trafficking campaigns, highlights their ethical business practices. Through collaborations with neighbourhood NGOs and community organisations, Mandarin Oriental also enhances the welfare of the neighbourhood. For example, their "Doing More for a Sustainable Future" campaign, which had a fan theme, raised money for many international organisations (Pasape and Anderson, 2021).
[bookmark: _Toc148643004]Premier Inn's Commitment to CSR
The financial spending of the Premier Inn is £20 million (Premier Inn, 2022). Premier Inn, a part of Whitbread, has made its corporate social responsibility (CSR) philosophy visible via the "Force for Good" campaign. This dedication encompasses not just sustainability but also ethical business practices and community well-being. Whitbread targeted to cut water usage by 15% and carbon emissions by 50% by 2025 (Premier Inn, 2022). Premier Inn also takes pride in its community involvement programmes, which have helped thousands of people find work and apprenticeships (Tesone, 2020). Their sourcing procedures, which see a substantial portion of their food and beverage products being ethically produced, are a shining example of their dedication to moral business practices (Pasape and Anderson, 2021). In addition to making significant investments in neighbourhood initiatives, Premier Inn has raised millions of dollars via its collaboration with Great Ormond Street Hospital Children's Charity, demonstrating its dedication to broader social well-being.
[bookmark: _Toc148643005]Conclusion and Recommendation 
The hotel industry's highly competitive environment highlights the need to develop distinctive strategies based on each brand's particular place in the market. Premier Inn leverages its extensive reach and cost-effectiveness, while the Mandarin Oriental Hotel Group relies on its exclusivity and opulence. Their varied strategies for expansion and CSR endeavours demonstrate their flexibility and dedication to achieving both social and commercial objectives. These two hotel chains are prime examples of the resilience and innovation required for success as the sector navigates a future full of possibilities and difficulties. For stakeholders who are interested in learning about the nuances of contemporary hospitality, their travels provide helpful perspectives.
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